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S  PURCHASE  AND  SALE  OF  FARM  PRODUCTS. 


MONDAY,  JANTTARY  7,  1924. 

United  States  Senate. 

CoivrMITTEE   ON    AGRICULTURE   AND   FORESTRY, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  call,  at  10  o'clock  a.  m.,  in  room 
326,  Senate  Office  Building,  Senator  George  W.  Xorris  presiding. 

Present:  Senatoi-s  Xorris  (chairman).  Capper,  Gooding,  Ladd, 
Xorbeck,    Harreld,    McKinely,    Smith,    Kendrick,    Ralston,    and 

Johnson. 

The  Chairman.  I  will  ask  Senator  Ladd  fo  preside  at  the  hear- 
ings this  morning. 

(Senator  Ladd  here  assumed  the  chair.) 

Senator  Ladd.  I  understand  this  morning  that  this  meeting  was 
called  to  give  tliose  who  desired  to  appear  an  opportunity  to  ex- 
press their  views  with  regard  to  the  pending  legislation  in  agricul- 
tural matters,  and  with  regard  to  any  specific  hill  that  they  may  be 

interested  in.  in 

1  will  ask  the  reporter  to  have  printed  in  the  hearing's  the  bills 

under  consideration. 

(The  bills  referred  to  are  here  printed  in  full,  as  follows:) 

[S.  1642,  Sixty-eighth  Congress,  first  session.] 
A  BILL  To  provide  for  the  purchase  and  sale  of  farm  products.  ^ 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United 

States  of  America  in  Congress  assembled,  That  the  short  title  of  this  act  shall 

,  be  "  Tlie  Farmers'  and  Consumers'  Financing  Corporation  Act." 

*     Sec.  2.  WAen   used   in  this  act  the  term   "person"   includes  partnerships, 

corporations,  associations,  cooperative  organizations  of  producers,  cooperative 

organizations  of  consumers,  and  municipal  corporations,  as  well  as  individuals. 

Sec  8.  A  board  of  directors,  consisting  of  three  members  appointed  as  here- 
inafter provided,  are  hereby  created  a  body  corporate  by  the  name,  style,  and 
title  of  "The  Farmers'  and  Consumers'  Financing -Corporation  "  (herein  called 
the  coriM^ration),   and   shall  have  succession   until   dissolved  by  act  of  Con- 

£rress 

Sec  4.  That  the  capital  stock  of  the' corporation  shall  be  $100,000,000,  all  of 
which  shall  be  subscribed  by  the'^United  States  of  America,  and  such  subscrip- 
tion shall  be  subject  to  call  upon  the  vote  of  two-thirds  of  the  board  of  directors 
of  the  corporation  at  such  time  or  times  as  may  be  deemed  advisable;  and 
there  is  hereby  app£9priated,  out  of  any  money  in  the  Treasury  not  otherwise 
appropriated,  the  sum  of  $100^000,000,  or  so  much  thereof  as  may  be  necessary, 
for  the  purpose  of  making  payment  upon  such  subscriptions  when  and  as  called. 
Receipts  for  payments  by  the  United  States  of  America  for  or  on  account  of 
such  stock  shall  be  issued  by  the  corporation  to  the  Secretary  of  the  Treasury 
and  shall  be  evidence  of  stock  ownership.  ^ 

Sec  5.  That  the  management  of  the  corporation  ^hall  be  vested  in  a  board  of 
directors,  consisting  of  three  members,  to  be  appointed  by  the  President,  by 
and  with  the  advice  and  consent  of  the  Senate.     The  term  of  office  of  members 
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of  said  hoard  shall  he  eight  years,  hut  in  the  lirst  apiMuiitmeiits  made  under 
this  act  one  director  shall  l>e  ai)i)ointed  for  four  years,  <uie  for  six  years,  and 
one  for  eigiit  .vears.  and  thereafter  appointments  shall  he  made  for  ei*y:ht  years: 
Proriiled,  That  in  case  of  the  appointment  of  any  memher  of  said  hoard  to 
till  a  vacancy  the  appointment  shall  he  made  for  the  unexpired  term.  The 
meniher  of  said  hoard,  except  in  appointments  made  to  till  a  vacancy,  havinj; 
tlie  sh(»rtest  terin  to  serve  shall  he  the  chairman  triereof.  Ko  dirk^ctor,  ofticer. 
attorney,  ajrent,  or  employee  of  the  corporation  shall  in  jiny  manner,  directly 
or  indirectly,  i)articipate  in  the  determination  of  any  (piestion  aft'ectinj;  his 
pers(uial  interests  or  the  interest  of  any  corporation,  partnership,  or  association 
in  which  I:,?  is  directly  or  indirectly  jutej-<-sted;  and.  each  (iirector  shall  devote 
his  time  to  the  husiness  of  the  corporation.  Before  enterlnjj  upon  his  duties  each 
of  the  directors  so  a|)pointed  and  each  ofticer  shall  take  oath  faithfully  to  dis- 
charjre  the  duties  of  his  ofttce.  Any  mend)er  of  said  hoard  of  directors  can  he 
rem<.ved  from  ottlce  at  any  time  hy  concurrent  resolution  of  tlie  Senate  and 
House  (►f  Representatives. 

Se(  .  f>.  That  the  directors  of  the  cor[K)ration  appointed  as  hereinhefore  pro- 
vided shall  receive  annual  salaries,  payai>le  monthly,  of  $10,000. 

Sec.  7.  That  the  princijial  office  of  the  corporation  sliall  he  located  in  the 
District  of  Columhia,  hut  the  hoard  of  directors  shall  have  power  to  estahlish 
agencies  or  hranch  offices  in  any  place  in  the  United  States  and  in  foreign 
countries. 

Sec.  8.  That  the  corporation  shall  he  empowered  and  authorized  to  adopt, 
alter,  and  use  a  cori>orate  seal:  to  make  contracts:  to  purcha.se  or  lease  and 
hold  or  dispose  of  such  real  estate  as  may  he  nece.ssary  for  the  prosecution  of 
its  business;  to  sue  and  be  sued;  to  complain  and  defend  in  any  court  of  com- 
petent jurisdiction.  State  or  Federal :  to  appoint,  by  its  board  of  directors,  and 
fix  the  compensation  of  such  officers,  emplo.vees,  attorneys,  and  agents  as  are 
necessary  for  the  transaction  of  the  business  of  the  corporation,  to  define  their 
duties,  require  bonds  of  them,  and  fix  the  penalties  thereof  and  to  dismiss  at 
pleasure  such  officers,  emplo.vees.  attorneys,  and  agents,  and  to  prescribe, 
amend,  and  repeal,  by  its  board  of  directors,  b.v-laws  regulating  the  manner  in 
which  its  general  business  may  he  conducted  and  the  privileges  granted  to 
it  hy  law  may  he  exercised ;  Provided,  That  in  the  appointment  or  promotion  of 
any  such  officers  and  emplo.vees,  attorneys,  or  agents,  the  board  shall  give  no 
consideration  whatever  to  the  politics  of  such  persons,  but  all  such  appoint- 
ments and  promotions,  as  well  as  all  other  business  of  the  corporation,  shall  be 
conducted  and  transacted  entirel.v  on  a  nonpartisan  basis. 

Sec.  9.  That  the  cori)oration  shall  be  empowered  and  authorized  (1)  to  build, 
buy.  lea.se.  and  operate  elevators  and  storage  warehouses;  (2)  to  buy  agri- 
cultural products  from  any  person  within  the  United  States,  and  to  sell  such 
products  to  any  person  within  tlie  United  States,  and  to  any  person  or  to  any 
government,  or  subdivision  of  government  without  the  United  States;  (3) 
to  act  as  agent  of  any  person  producing  or  dealing  in  agricultural  products, 
either  in  their  natural  or  prepared  state,  within  the  United  States,  in  the 
sale  of  such  products  either  within  or  without  the  United  States;  and  (4)  to 
make  advances  for  the  purpose  of  assisting  any  person  in  financing  the  sale, 
or  exportation  and  sale,  of  such  agricultural  products,  but  in  no  case  shall 
any  of  the  money  so  advanced  be  expended  without  the  United  States.  Every 
such  advance,  and  any  sale  of  such  products  made  on  time,  shall  be  secured 
by  adequate  security  of  such  character  as  shall  be  prescribed  by  the  board 
of  directors.  It  is  hereby  declared  to  be  the  object  and  purpose  of  this  act 
to  provide  a  market  for  tlie  sale  of  agricultural  products,  and  to  eliminate 
as  far  as  possible  the  commissions  and  charges  that  are  exacted  upon  agricul- 
tural products  from  the  time  such  products  leave  the  producer  until  the  same 
reaches  the  con.sumer,  and  to  thereby  increase  the  price  which  the  producer 
receives  and  decrease  the  price  which  the  consumer  pays. 

Sec.  10.  That  the  operation  siiall  be  empowered  and  authorized  to  issue  and 
have  outstanding  at  any  one  time  its  bonds  in  an  amount  aggregating  not  more 
than  five  times  its  paid-in  capital.  Such  bonds  shall  mature  not  more  than 
ten  years  from  the  respective  dates  of  issue,  and  shall  bear  such  rate  of  in- 
terest as  shall  be  fixed  by  the  board  of  directors  with  the  approval  of  the  Sec- 
retary of  the  Treasury.  The  bonds  may  be  offered  for  sale  publicly  or  to 
any  person  at  such  price  or  prices  as  the  board  of  directors,  with  the  approval 
of  the  Secretary  of  the  Treasury,  may  determine. 

Sec.  11.  That  the  net  earnings  of  the  corporation  not  required  for  its  opera- 
tion shall  be  accumulated  as  a  reserve  until  such  time  as  such  reserve  amounts 
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to  $100,000,000;  and  thereafter  all  the  net  earnings  of  the  corporation  not 
required  for  the  redemption  of  any  of  its  bonds  shall  l^e  paid  into  the  Treasury 
of  the  United  States  until  such  payments  equal  the  amount  advanced  hy  the 
United  States  for  the  capital  stock  of  the  corporation. 

Sec  12.  That  any  and  all  bonds  issued  by  the  corporation  shall  be  exempt. 

both  as  to  principal  and  interest,  from  all  taxation  now  or  hereafter  inqmsed     ^ 

by  the  United  States,  any  State,  or  any  of  the  possessions  of  the  United  xyJ*' 
States,  or  by  any  local  taxing  auth<»rity,  except  (a)  estate  or  inheritance 
taxes,  and  (b)  graduated  additional  income  taxes,  commonly  known  as  .sur- 
taxes, and  excess-profits  and  war-profits  taxes,  now  or  hereafter  impo.se<i  hy 
the  United  States  upon  the  income  or  profits  oT  individuals,  partnerships, 
corporations,  or  associations.  The  interest  on  an  amount  of  such  bonds  the 
principal  of  which  does  not  exceed  in  the  aggregate  $5,000  owned  hy  any 
individual,  partnership,  corporation,  or  association  shall  l)e  exempt  fn»m  the 
taxes  referred  to  in  clause  (b).  The  corporation,  including  its  franchise  and 
the  capital  and  reserve  or  surplus  thereof,  and  the  income  derived  therefrom, 
shall  be  exempt  from  all  taxation  now  or  hereafter  imposed  by  the  United 
States,  any  State,  or  any  of  the  possessions  of  the  United  States.  (»r  any  local 
taxing  authority,  except  that  any  real  proi)erty  of  the  cori)oration  shall  l>e 
subject  to  State,  county,  or  municipal  taxes  to  the  same  extent,  according 
to  Its  value,  as  other  real  property  is  taxed, 

Skc.  13.  That  whoever  makes  any  statement,  knowing  it  to  be  false,  for  the 
purpose  of  obtaining  for  himself  or  for  any  other  person  any  advance  under 
this  act,  shall  be  punished  by  a  fine  of  not  more  than  $10,000,  or  by  impris(»n- 
ment  for  not  more  than  five  years,  or  both. 

Whoever  willfully  overvalues  any  security  by  which  any  such  advance  is 
secured  shall  be  punished  by  a  fine  of  not  more  than  $5,000,  or  by  imprisonment 
for  not  more  than  two  years,  or  both. 

Whoever  (1)  falsely  makes,  forges,  or  counterfeits  any  bond,  coupon,  or 
paper  in  imitation  of  or  purporting  to  be  in  imitation  of  a  bond  or  couixm 
i.ssued  hy  the  corporation;  or  (2)  passes,  utters,  or  publishes,  or  attempts  to 
pass,  utter,  or  publish  any  false,  forged,  or  counterfeited  bond,  coupon,  or 
paper  purporting  to  be  issued  by  the  corporation,  knowing  the  same  to  l>e 
falsely  made,  forged,  or  counterfeited;  or  (3)  falsely  alters  any  such  bond. 
<-oui)on,  or  paper;  or  (4)  pas.ses.  utters,  or  publishes  as  true  any  falsely  altered 
or  spurious  bond,  couixui,  or  paper  issued  or  purporting  to  have  been  issued 
hy  the  corporation,  knowing  the  same  to  be  falsely  altered  or  spurious*,  shall 
he  punished  hy  a  fine  of  not  more  than  $10,000  or  by  imprisonment  for  not 
more  than  five  .vears,  or  both.  \ 

Sec.  14.  That  whoever,  being  connected   in  any  capacity  with   the  conjura- 
tion   (1)    embezzles,  abstracts,  or  willfully  misapplies  any  moneys,   funds,  or  i 
credits  thereof,  or   (2)   with  intent  to  defraud  the  corporation  or  any  person.               ^' 
or  to  deceive  any  officer  of  the  corporati<m  (a)  makes  any  false  entry  in  any     <^ ^ 
hook,  report,  or  statement  of  the  corporation,  or   (b)   without  authority  from 
the  directors,   draws  any  order  or   assigns  any   note,  bond,   draft,   mortgage, 
judgment,   or  decree  thereof,   shall   he   punished   by   a   fine  of  not  more   than 
kl0(M)()  or  hy  imprisonment  for  not  more  than  five  years,  or  both. 

The  Secretary  of  the  Treasury  is  authorized  to  direct  and  use  the  Secret 
Service  Division  of  the  Treasury  Department  to  detect,  arrest,  and  deliver  into  , 
the  custody  of  the  United  States  marshal  having  jurisdiction  any  i^erson  com-''^ 
mitting  any  (►f  the  offenses  punishable  under  this  section. 

Sec  15.  That  for  the  purpose  of  securing  reduced  rates  for  export  shipme-its 
of  any  of  the  i)roducts  handled  hy  the  corporation,  said  corporation  is  hereby 
given  authority  to  operate  any  of  the  vessels  now  owned  by  the  United  States 
whidi  are  not  chartered  or  leased  to  any  other  person  or  corporation  for  the  -  . 
purpose  of  carrying  any  such  products  to  foreign  ports ;  and  the  President  of  /V^^'^ 
the  United  States  is  authorized  to  turn  any  such  vessel  or  vessels  over  to  such 
corporation  when  in  his  judgment  the  husiness  of  said  corporation  is  sufiicient 
to  warrant  it.  No  charge  sliall  ])e  exacted  of  said  corporation  for  the  use  of 
any  such  vessels,  hut  the  corporation  shall  keep  all  such  vessels  so  turned  over 
in  good  repair  during  the  time  it  shall  use  the  same. 

In  case  of  war,  or  when  in  the  judgment  of  the  I^resident  of  the  United 
States  there  is  danger  of  war,  any  such  vessel  or  vessels  so  turned  over  to  the 
corporation  shall,  upon  the  demand  of  the  President  of  the  United  States,  be 
immediately  returned  to  the  Government  of  the  United  States. 
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IS.  'Jftl^,  Siity-ei«lith  ('ou;{ress.  tirst   sexsioii.  | 

A  BILL  DoclarinK  an  emergency  In  respect  of  certain  ajfricultural  c«>niui<>(lltj«»».  to  pro- 
mote «<quallty  )>etwwn  a>f«"i<*Mlturnl  commodities  and  other  commodities,  and  for  other 
purposes. 

Be  it  emwted  bn  the  Senate  and  House  of  UeurexentntiveH  of  the  United 
States  of  Ameriea  in  Vontfreax  a>*xem1tled. 

TITLE    I.— UNITED    STATES    AGRICl  LTUKAL    EXPORT    COMMISSION. 

PaKT    1. OlMiAMZATION    AM)    Al)M  IX  ISTKATION. 

Skctiox  1.  (a)  Tlu'i-e  is  hereby  established,  as  an  emergency  measure,  a 
temix)rary  commission  to  l>e  known  as  tlie  United  States  Agricultural  Fixport 
Commission  (hereinafter  in  this  act  referred  to  as  tlie  -commission")  and 
tt»  be  composed  of  the  following: 

(1)  The  Secretary  of  Agriculture,  who  shall  be  the  chairman  of  the  com- 
mission. 

(2)  The  Secretary  of  Commerce,  wlio  sluill  be  the  vi<*e  <hairman  of  the 
commission. 

(3)  The  Secretary  of  the  Treasury. 

(4)  The  chairman  of  the  United  States  Tariff  Commission. 

(5)  The  three  directors  of  the  Agricultural  Export  Corporation,  created  by 
Title  II  of  this  act. 

(6)  An  administrative  commissioner  to  Ik?  appointeil  by  the  President,  by 
and  with  the  advice  and  consent  of  the  Senate,  from  not  less  than  three  indi- 
viduals recommended  to  the  President  by  the  Secretary  of  Agriculture. 

(b)  A  vacancy  in  the  office  of  the  administrative  commissioner  shall  be 
filled  in  the  same  manner  as  the  original  appointment. 

(c)  The  commission  shall  continue  in  existence  until  the  termination 
of  the  general  emergency,  as  ascertained  and  proclaimed  by  the  President 
under  section  21,  but  in  no  event  for  more  than  ten  years  from  the  June  30 
next  following  the  passage  of  this  act:  except  that  the  commission  may  re- 
main in  existence  for  such  additional  period  as  the  President  shall  by  Execu- 
tive order  designate,  for  the  purpose  of  adjusting,  settling,  and  winding  up  its 
affairs. 

Sec.  2.  (a)  The  term  of  office  of  the  administrative  commissioner  tirst  ap- 
])olnted  shall  expire  six  years  after  the  passage  of  this  act,  and  his  successors 
shall  be  appointed  for  terms  of  six  years;  except  that  (1)  the  term  of  office 
of  the  admlnitrative  commissioner  In  office  at  the  time  of  the  termination  of 
the  existence  of  the  commission  shall  expire  at  such  time,  (2)  any  Individual 
appointed  to  fill  a  vacancy  in  the  office  of  administrative  commissioner  occur- 
ring prior  to  the  expiration  of  the  term  for  which  his  predecessor  was  ap- 
I)ointed  shall  be  appointed  only  for  the  unexpired  term  of  his  predecessor, 
and  (3)  any  administrative  commissioner  in  office  at  the  expiration  of  the 
term  for  which  he  was  appointed  may  continue  in  office  until  his  successor 
takes  office. 

(b)  Vacancies  in  the  commission  shall  not  impair  the  power  of  the  remaining 
commissioners  to  execute  the  functions  of  the  commission.  A  majority  of  the 
commissioners,  one  of  whom  is  the  chairman  or  vice  chairman,  shall  constitute 
a  quorum  for  the  transaction  of  the  business  of  the  commission. 

Sec.  3.  The  administrative  commissioner  shall  receive  a  salary  of  $10,000  a 
vear,  and  he  shall  not  actively  engage  in  any  other  business,  vocation,  or  employ- 
ment than  that  of  serving  as  a  commissioner.  The  remaining  commissioners 
shall  receive  no  salaries  as  commissioners. 

Sec.  4.  The  commission  may  (a)  appoint  a  secretary  who  shall  receive  a 
solarv  at  the  rate  of  .$6.(KK)  a  year,  and  (b)  appoint,  and  fix  the  salaries  of. 
such  "experts,  and.  subject  to  the  provisions  of  the  civil  service  laws,  such  other 
officers,  employees,  and  agents  and  make  such  expenditures  (including  expendi- 
tures for  rent  and  personal  services  at  the  seat  of  government  and  elsewhere, 
for  law  books,  periodicals,  and  books  of  reference,  and  for  printing  and  bind- 
ing), as  may  be  necessary  for  the  execution  of  the  functions  vested  in  the  com- 
mission, and  as  may  be  provided  for  by  the  Congress  from  time  to  time.  All 
expenditures  of  the  commission  shall  be  allowed  and  paid  upon  the  presentation 
of  itemized  vouchers  therefor  approved  by  the  administrative  commissioner. 

Sec.  5.  The  commission— 

(a)  Shall  maintain  its  principal  office  in  the  District  of  Columbia. 

(b)  Shall  have  an  official  seal  which  shall  be  judicially  noticed. 
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(c)  Shall  make  an  annual  report  to  the  Cougress.  4.„„«H^n- 

(d)  May  make  such  regulations  as  are  necessary  to  execute  the  function^ 

vested  in  it  by  this  act.  . . 

(e)  Mav  accept  the  services  of  any  person  without  compensation. 

sli  6  Whenever  the  commission  finds  it  necessary  to  facilitate  printing  and 
binding  in  connection  with  the  publication  by  it  of  ratio  prices  and  other  mat- 
ter under  this  act,  it  may  have  such  printing  and  binding  done  elsewhere  than 
at  the  Government  Printing  Office,  notwithstanding  the  provisions  of  section  11 
of  thi  act  Intmed  "An  act  making  appropriations  for  the  legislative,  executive, 
and  judicial  expenses  of  the  Government  for  the  fiscal  year  ending  June  30, 
1920  and  for  other  purposes,"  approved  March  1,  1919.  ^    ,  •     ^i 

Tec  7  For  expenses  in  the  administration  of  the  functions  veste,l  -n  the  com- 
mission by  this  act  there  is  hereby  authorized  t«  »«  "WrfPJ,  ff  f  ^,^"'"  "' 
$50,000,  to  be  available  for  such  expenses  incurred  prior  to  Julj  1.  l»«i. 

Part  2. — Ratio  Prices, 
oeneral  emergency. 

Sec.  21.  (a)  It  is  hereby  declared  that  there  exists  a  general  emergency  in 
respect  of  agricultural  commodities  by  reason  of— 

(1)  The  continued  economic  depression  In  agriculture. 

2     Inequalities  in  prices  between  agricultural  '■«^"'"f ''^^  "°^ ..f^fj  ,Xr 
modifies,  Vesulting  in  a  relatively  inadequate  return  to  the  farmer  for  his  labor 

""'srThe'exSeT/surpluses  available  for  export  in  agricultural  com- 
""(4)' The  necessity  in  part  for  the  existence  »'  «°f  f-irpluses  in  order  to 
fn«re«^Sl^t.frf^^m':;dTa''t?i;^^^^^^^^ 

^'r^T-Se  dependence  of  the  prices  <.f  such  surplus  commodities  ui>«n  the  lower 
prKS;  m  foreign  markets  due  to  unsettled  world  conditions  and  lower  costs  of 

'"■?bl*The'pre-.ideut  uiK.n  recommendation  by  the  commission,  is  authorized  l..v 
pridlmiHonrSinate  the  emergency  declared  by  this  ^c^ 
commis'iion  determines  that  the  emergency  conditions  ha\e  <eaM?it  to  exi^-r  .r 
r^f  nn  lonLer  pontn)lling  •  but  in  no  event  shall  such  emergency  be  held  to 
"IstTater  rtan  W  y^'^  iron,  the  .Tune  30  next  following  the  date  of  passage 

of  this  Act. 

SPECIAL  EMERGEN!  Y. 

Sec  '>2  (a)  If  the  commission  finds  that  (1)  there  Is  a  surplus  for  export  of 
wheat  flour  corn  raw  cotton,  wool,  cattle,  sheep,  swine,  or  any  food  product  ot 
Tattle  S  or  swine,  and  that  the  domestic  price  thereof  is  determined  bj 
?he  woAd^Hce  ami  (2)  according  to  estimates  made  by  it,  the  ratio  pnees,  as 

defied  in  s^ecthln  24,  h/respect  P^ }^- F-^^r/''^ ^T^^ify  t'^Pr^dent ^in 
memic  m-ice  thereof,  the  commission  is  authorized  to  notify  the  PresuieiiT  in 
writing  of  fts  findings.  Upon  such  notification  from  the  commission,  the  Presi- 
lent^s  authorized  by  proclamation  to  declare  that  a  special  emergency  exist.. 

^^;Vwtenfvl7lK^^^  that  the  special  emergency  conditions  no 

longer  ex  st  or  are  no  longer  controlling  in  respect  of  the  agricultural  com- 
modftv  Tt  shall  notlfv  the  President  In  writing  of  its  findings,  and  the  Presi- 
dent is  authorized  by  proclamation  to  declare  that  such  speinal  emergency  is 
terminated. 

DEFINITIONS. 

Sec  23   As  used  in  this  Act — 

ra)'The  term  "basic  n-ricultural  commodity"  means  any  agricultural  c<.m- 
modltv  produced  In  the  United  States  In  respect  of  which  a  si>eclal  enieru-ency 
has  been  declared  and  not  terminated,  and  any  class  or  grade  of  an>  such  com- 
modity. ,     ^  ^, 

(b)  The  term  "month"  means  calendar  month. 

(c)  The  term  "year"  means  calendar  year. 

(d)  The  term  "person"  means  individual,  partnership,  corporatum.  ana  as- 
sociation. 
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COMPUTATION   OF  RATIO  PKTCE. 

Sec.  24.  (a)  The  comniission  shall  publish,  for  each  month  commencing  after 
the  issuance  of  the  proclamation  declarinjr  a  special  emergency  in  respect  of  any 
basic  agricultural  commodity,  a  price  therefor  to  be  known  as  the  "  ratio  price  " 
aid  to  be  determined  as  follows: 

(1)  The  ration  price  of  such  basic  agricultural  commodity  for  any  month 
shall  bear  the  same  relation  to  the  current  all-commodities  price  in  effect  for 
such  month  as — 

(2)  The  pre-war  basic-commodity  price  thereof  for  the  corresponding  month 
bears  to  the  pre-war  all-commodities  price  in  effect  for  such  month. 

(b)  For  the  purpose  of  determining  a  ratio  price— 

(1)  The  Secretary  of  Labor,  as  soon  j»s  practlcal>le  after  the  passage  of  this 
Act,  shall  compute  twelve  average  prices,  one  in  respect  of  each  of  the  months 
of  the  year.  Each  such  average  price  shall  be  the  average  of  the  prices  of  all 
commodities  attributable  to  such  month  for  the  period  1905  to  1914,  inclusive 
Any  such  average  price  is  referred  to  In  this  Act  as  the  *'  pre-war  all-commodities 
price."  In  computing  such  pre-war  all-commodities  prices  the  Secretary  of 
Labor  shall  use  the  prices  selected  and  the  weights  applied  as  the  basis  for 
computing,  for  all  commodities  for  such  years,  the  Index  numbers  sln>wn  on 
page  9  of  Bulletin  Numbered  335  of  the  Bureau  of  Labor  Statistics. 

(2)  The  Secretary  of  Agriculture  and  the  Secretary  of  Labor  shall,  as  soon 
as  practicable  after  the  Issuance  of  a  proclamation,  declaring  a  special  emer- 
gency in  respect  of  a  basic  agricultural  commodity,  jointly  prepare  in  respect 
of  such  commodity  twelve  average  prices,  one  In  respect  of  each  of  the  months 
of  the  year.  Each  such  average  price  shall  be  the  average  of  the  prices  for  such 
commodity  attributable  to  such  month  for  the  period  1905  to  1914,  inclusive. 
Any  such  average  price  Is  referred  to  In  this  Act  as  the  "  pre-war  basic-com- 
modity price." 

(3)  The  Secretary  of  Labor  within  fifteen  days  after  the  termination  of  a 
month  shall  compute  and  publish  the  average  price  of  all  ccmimodlties  for  such 
month.  In  computing  such  average  price  the  Secretary  shall  use  the  com- 
modities selected  and  the  weights  applied  by  the  Bureau  of  Labor  Statistics  as 
a  basis  for  computing  for  the  year  1923  the  index  numbers  of  wholesale  prices 
of  all  commodities  for  such  year.  Such  average  price  is  referred  to  in  this  Act 
as  the  "  current  all-commodities  price.  " 

(c)  For  the  purposes  of  subdivision  (a),  the  current  all-commodltles  price 
or  the  pre-war  all-commodltles  price  In  effect  for  any  month  shall  be  the  price 
computed  for  the  preceding  month. 

(d)  Ratio  prices  for  any  month  shall  be  published  at  noon  of  the  15th  day 
of  such  month  and  shall  remain  in  efl'ect  until  noon  of  the  15th  day  of  the  next 
following  month.  The  publication  of  the  ratio  prices  In  respect  of  any  basic 
agricultural  commodity  shall  ceiise  upon  the  termination,  as  provided  In  sec- 
tion 22,  of  the  emergency  In  respect  of  such  commodity. 

(e)  For  the  purpose  of  any  computation  under  this  section  the  officers  or 
agency  directed  to  make  the  computation  may  prescribe  such  necessary  regu- 
lations as  are  In  accordance  with  approved  statistical  methods. 

EXPORT  SURPLUS. 

'  Six*.  25.  (a)  The  commission  sli:ill  determine  the  pi'objible  export  surplus 
of  basic  agricultural  commodities,  considering  in  such  determinnrion  in  respect 
of  any  such  commodity  probable  and  previous  domestic  consumption,  i)resent 
reserves  carry  over,  probable  and  previous  exports  and  imports,  and  estimated 
current  production.  Upon  the  basis  of  any  such  determination  the  commission, 
whenever  a  ratio  price  is  established  in  respect  of  any  basic  agricultural  com- 
modity, shall  recommend  to  the  corporation  (1)  the  estimated  amount  of  any 
such  conmiodity  to  l)e  purchased  for  the  pur[)oses  of  this  Act  for  the  remainder 
of  the  current  year,  and  (2)  the  amount  to  be  purchased  during  each  month 
of  such  year.  Thereafter,  recommendations  for  amounts  of  such  conmiodity 
to  be  purchased  (1)  for  each  year  and  (2)  for  each  month,  shall  be  made  prior 
to  the  beginning  of  such  year. 

(b)  Whenever,  after  such  recommendation,  the  commission  finds  that  the 
domestic  price  of  such  commodity  is  more  than  10  per  centum  lower  than 
the  ratio  price  established  for  such  commodity,  it  shall  revise  its  recom- 
mendations in  respect  of  the  yearly  and  monthly  amounts  of  such  commodity 
TO  be  purchased  by  the  corporation,  so  as  to  raise  such  domestic  price  to 
the  level  of  the  ratio  prlc«. 
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(c)  Whenever  the  commission  deems  it  advisable  It  shall  direct  the  cor- 
poration to  sell  in  the  domestic  market,  at  not  less  than  the  ratio  price,  such 
fViiantitles  of  the  commodity  in  its  custody  as  the  commission  may  designate. 

TITLE  II.— UNITED  STATES  AdRICULTURAL  EXPORT  (CORPORATION. 

Part  1. — Organization  and  Management. 

Sec.  201.  For  the  purpose  of  relieving  the  emergency  declared  in  section  21, 
by  conducting  tlie  business  of  trading  in  basic  agricultural  commodities,  the 
five  following  individuals  and  their  successors  are  hereby  Incorporated  and 
declared  to  be  a  body  corporate  under  the  name  of  the  United  States  Agri- 
cultural Export  Corporation   (referred  to  In  this  Act  as  the  "corporation"): 

(a)  The  Secretary  of  Agriculture. 

(b)  The  Secretary  of  Commerce. 

(c)  Three  idivlduals  appointed  by  the  President,  by  and  with  the  advice 
and  consent  of  the  Senate,  two  from  not  lesf--  than  six  Individuals  recommended 
to  the  I*resident  by  the  Secretary  of  Agriculture,  and  one  from  not  less  than 
three  individuals  recommended  to  the  President  by  the  Secretary  of  Commerce. 

hoard  of   directors. 

Sec.  202.  The  individuals  siiecified  in  sei-tlon  201  and  their  sucrcessors 
shall  constitute  the  board  of  directors  of  the  corporation,  and  the  President 
shall  at  the  time  of  appointment  designate  one  of  the  appointed  directors  as 
managing  direi'tor.  Any  vacancy  in  the  office  of  an  appointed  director  shall 
be  filled  in  the  same  manner  as  the  original  appointment.  The  Secretary 
of  Agriculture  shall  be  chairman  of  the  board  of  directors  and  the  Secretary 
of  Commerce  vice  chairman. 

DURATION    OF    CORPORATE    EXISTENCE. 

Sec.  203.  The  incorporation  shall  be  held  effected  at  the  time  the  office  of 
managing  director  is  first  filled.  The  corporate  existence  shall  continue  until 
the  termination  of  the  general  emergency  as  ascertained  and  proclaimed  by 
the  President  under  section  21.  but  in  no  event  for  more  than  ten  years  from 
the  June  30  next  following  the  passage  of  this  Act,  except  that  the  coriK»ra- 
tlon  may  remain  in  existence  for  such  additional  period  as  the  President 
shall  by  Executive  order  designate  for  the  purpose  of  adjusting,  settling, 
liquidating,  and  winding  up  its  aflfairs. 

APPOINTMENT    AND    TERMS    OF    OFFICE    OF    DIRECTORS. 

Sec  204.  (a)  The  term  of  office  of  the  managing  director  first  appointed 
shall  expire  five  years  after  the  passage  of  this  Act;  the  terms  of  office  of 
the  two  remaining  directors  first  appointed  shall  expire  four  and  three  years, 
respectively,  aftei-  the  passage  of  this  Act,  the  term  of  each  to  be  designated 
by  the  President.  Their  successors  shall  be  appointed  for  terms  of  six  years, 
except  that  (1)  the  terms  of  all  the  directors  shall  expire  upon  the  termiua- 
ti<in  of  the  corporate  existence,  and  (2)  any  individual  appointed  to  fill  a 
vacancy  in  the  office  of  a  director  occurring  prior  to  the  expiration  «>f  tiie 
term  for  which  his  predecessor  was  appointed  shall  l)e  appointed  only  for 
the  nnexpireil  term  of  his  predecessor,  and  (3)  any  director  in  office  at  the 
expiration  of  the  term  for  which  he  was  appointed  may  continue  in  office 
until  his  successor  takes  office. 

(b)  Vacancies  in  the  bonrd  of  directors  shall  not  impair  the  power  of  the 
remaining  directors  to  execute  the  functions  of  the  board.  Three  directors 
shall  constitute  a  quorum  for  the  transacti<m  of  the  business  of  the  corporation. 

(c)  Appointments  to  the  office  of  director  shall  be  made  with  due  regard 
f<>r  the  appointees'  knowledge  of  and  experience  in  the  <lomestic  and  foreign 
marketing  of  agricultural  products. 

SALARIES   OF    DIRECTORS. 

Sec.  205.  The  appointed  directors  shall  receive  a  salary  of  $10,000  a  year. 
The  directors  shall  not  actively  engage  In  any  business,  vocation,  or  employ- 
ment other  than  that  of  serving  as  a  director  of  the  corporation  and  a  commis- 
sioner of  the  United  States  Agricultural  Export  Commission.     Nothing  in  this 
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Act  or  other  law  shall  Ik?  construed  to  prevent  an  officer  or  employee  of  the 
United  States  from  holding,  in  addition,  the  office  of  director  of  the  corporation, 
but  any  such  director  shall  receive  from  the  corporation  only  sucli  additional 
salary,  if  any.  as  Is  necessary  to  increase  his  total  salary  from  the  United 
States  and  from  the  corporation  to  $10,(XX)  a  year. 

QUALIFICATIONS   OF  DIRECTORS. 

Sec.  206.  Directors,  officers,  and  employees  of  the  corporation  shall  take  the 
oath  of  office  provided  in  section  1757  of  the  Revised  Statutes.  They  shall  not 
participate,  directly  or  indirectly,  in  any  way  in  the  determination  of  questions 
coming  before  the  corporation  affecting  their  pecuniary  interests  outside  the 
corporation,  or  the  interests  of  any  partnership,  corporation,  or  association  in 
which  they  are  or  may  be,  directly  or  indirectly,  pecuniarily  interested;  but 
any  such  participation  in  violation  of  this  section  shall  not  affect  any  act  of  the 
coriH>ration. 

MANAGK.XrKNT    OF    CORPORATION. 

Sec.  207.  Except  as  otherwise  provided  in  this  Act,  the  management  of  the 
corporation  is  vested  in  the  directors. 

Part  2. — Capital. 

capital  stock. 

Sec.  221.  (a)  The  capital  stock  of  the  corporation  shall  be  $200,000,000,  and 
all  of  such  amount  is  hereby  subscribed  by  the  United  States.  The  amount  of 
such  subscription  shall  be  subject  to  call  (in  amounts  of  $5,000,000  or  multiples 
thereof,  and  after  thirty  days'  notice  of  each  call  to  the  Secretary  of  the  Treas- 
ury) by  the  vote  of  four-fifths  of  the  directors  of  the  corporation.  Payment  of 
an  amount  so  called  shall  be  made  by  the  Secretary  of  the  Treasury,  and  stock 
in  such  amount,  without  voting  privileges,  shall  be  issued  by  the  corporation 
to  the  United  States  and  delivered  to  the  Secretary  of  the  Treasury.  Receipts 
for  payments  of  such  amounts  by  the  United  States  for  such  stock  shall  be 
issued  by  the  corporation  and  delivered  to  the  Secretary  of  the  Treasury,  and 
shall  be  evidence  of  the  stock  ownership  of  the  United  States. 

(b)  There  is  hereby  authorized  to  be  appropriated  the  sum  of  $200,000,000, 
or  so  much  thereof  as  may  be  necessary,  for  the  purpose  of  purchasing  stock  of 
the  corporation  in  accordance  with  the  provisions  of  subdivision  (a). 

ISSUANCE  OF   SFXTRITIES. 

Sec.  222.  (a)  The  corporation  may  borrow  money  and  Issue  Its  notes,  Ixmds, 
or  other  evidences  of  Indebtedness  therefor,  except  that  the  corporation  shall  not 
have  power  to  Issue  or  obligate  itself  in  an  amount  of  notes,  bonds,  or  other 
evidences  of  indebtedness  outstanding  at  any  one  time  In  excess  of  its  author- 
ized capital  stock.  The  rate  of  Interest,  the  maturity,  and  the  other  terms 
of  the  notes,  bonds,  or  other  evidences  of  Indebtedness,  and  the  security  therefor, 
may  be  determined  by  the  corporation. 

LIABILITY  OF  THE  T'NITED  STATES. 

Sec.  223.  The  United  States  shall  assume  no  liability,  directly  or  indirectly, 
for  any  notes,  bonds,  or  other  exldences  of  indebtedness  Issued  by  the  corpora- 
tion, and  all  of  such  evidences  of  Indebtedness  shall  so  state  on  their  face. 

TAXATION. 

Sec  224.  The  notes,  bonds,  and  other  evidences  of  indebtedness  of  the  cor- 
poration and  Income  derived  In  respect  thereof,  and  the  corporation.  Its  Income 
and  property,  shall  not  be  exenii)t  from  taxation  by  the  United  States.  The 
income  from  notes,  bonds,  and  other  evidences  of  Indebtedness  of  the  corpora- 
tion and  the  real  estate  of  the  corporation  shall  not  be  exempt  from  taxation 
by  a  State,  but  may  be  taxed  by  it  on  to  the  same  extent  as  the  dividends 
derived  from  the  shares,  nnd  as  the  real  estate,  respectively,  of  a  national  bank- 
ing association  located  within  the  limits  of  the  State  may  be  taxed  under 
sectitm  5219  of  the  Revised  Statutes,  as  amended. 
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Part  3. — Powers. 

general  powers. 

Sec.  231.  The  coriwration—  .  . 

(a)  Shall  have  succession  in  its  corporate  name  during  its  existence. 

(b)  May  sue  and  be  sued  in  its  corporate  name. 

(c)  May  adopt  a  coriwrate  seal,  which  shall  l)e  judicially  noticed,  and  may 
jilter  it  at  pleasure. 

(d)  May  make  contracts.  ■  .,  ^  tr 

(e)  Mav  acquire,  hold  for  any  lawful  purpo.se,  and  dispose  of  property. 

(f )  May  appoint,  fix  the  c<mipensatlon  of,  and  remove  without  prejudice  to 
contract  rights  sucli  officers,  employees,  and  agents  as  are  necessary  for  the 
conduct  of  the  affairs  of  the  corporation.  Such  officers,  employees,  and  agents 
mav  be  either  individuals,  partnerships,  corporations,  or  associations.  Each 
officer  employee,  or  airent  resp<msible  for  the  handling  of  money  or  the  cus- 
todv  of  basic  agricultural  c«.mmoditles  or  other  products  shall  give  bond  m 
such  amount  with  such  penalties  and  upon  such  terms  as  the  corporation  shall 

determine.  ...  ,.» 

(g)  May  accept  the  services  of  any  person  without  compensation, 
(h)   May  adopt,  amend,  and  repeal  by-laws. 

(i)  Shall  have  such  iwwers  not  specnflcally  denie<i  by  law  as  are  necessary 
and  proper  to  conduct  the  business  of  trading  in  basic  agricultural  products 
In  accordance  with  this  Act.  (»r  ro  conduct  such  further  business  as  is  necessary 
31  nd  Incidental  thereto. 

SPECIAL  powers. 

Sec  232.  The  corportlon  Is  authorized— 

(a)  To  acquire,  construct,  maintain,  and  dispose  of  or  acquire  the  rights 
of  operation  of  (1)  storage  warehouses  for  basic  agricultural  commodities. 
(^)  facilities  for  transportation  (otherwise  than  as  a  common  carrier)  in  con- 
nection with  the  storage  of  such  commodities,  except  that  no  such  facility  shall 
be  HC(iulred  by  purchase  or  construction  without  the  approval  of  the  com- 
mission, and  (3)  facilities  for  processing  such  commodities. 

(b)  To  make  contracts  for  the  processing  of  basic  agricultural  commodities 

held  bv  the  corporation.  ^     .,...-».     • 

(c)  To  conduct  the  business  of  furnishing  storage  facilities  for  basic  agri- 
cultural commodities.  .^    ,         ^  .  ».     ^  ^y    ^ 

(d)  To  make  advances  directly  to  any  person  if  the  notes  and  bonds  or  other 
evidences  of  Indebtedness  representing  such  advances  are  secured  by  warehouse 
receipts  and/or  shipping  documents  covering  such  commodities  and/or  mort- 
caees  thereof.  Such  advances  shall  be  subject  to  such  conditions  as  the  cor- 
poration mav  impose,  except  that  no  advance  shall  be  for  a  period  in  excess  of 
three  vears  and  except  that  the  amount  of  the  advance  shall  not  exceed  <:>  per 
centum  of  the  market  value  of  the  basic  agricultural  products  covered  by  such 
warehouse  receipts,  shipping  documents,  or  mortgages.  The  corporation  may 
in  its  discretion,  sell  any  advances  made  under  this  section,  with  or  without 

its  Indorsement 

(e)  To  acquire  hold,  and  dispose  of  certificates  of  indebtedness  or  interest  of 
anv  person  received  as  security  for  advances  upon  basic  agricultural  com- 
modities or  received  in  payment  of  the  purchase  price  of  such  commodities  sold 
bv  the  corporation.  ^         .^.        .        •  ,      * 

(f)  To  buy  and  sell  foreign  money  for  the  purpose  of  avoiding  the  risk  of 

fluctuations  In  exchange. 

PURCHASES  AND  SALES  BY  THE  CORPORATION. 

Sec.  233.  (a)  The  corporation  shall  purchase  during  each  month  in  the 
domestic  market  at  the  ratio  price—  . 

(1)  The  amounts  of  any  basic  agricultural  commodity  in  accordance  witn 
recommendations  made  by  the  commission  under  section  25 :  or 

(2)  If  the  commission  has  revised  its  recommendations  as  provided  in  such 
section,  then  the  amounts  so  recommended.  .         , 

(b)  The  corporation  shall  sell  the  amounts  of  any  such  commodity  purchased 
in  accordance  with  the  pi-ovisions  of  subdivision  (a)  of  this  section — 

(1)  In  the  foreign  market  at  such  times  as  it  deems  advisable  a«d  at  the 
highest  prices  obtainable;  and 
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(2)  In  tlK*  domestic  market  at  not  less  than  the  ratio  price  if  tlie  commission, 
as  [irovided  in  section  '2'>,  so  directs. 

(c)  After  tiie  si>ecial  enierjfency  in  respect  of  any  such  commodity  lias  been 
terminated  tlie  corporation,  in  order  to  wind  up  its  oi>erations  in  respect  of  such 
commodity,  may  sell  its  surplus  thereof  in  either  the  domestic  or  foreign  market 
at  the  hij?liest  i)rices  obtainable. 

Pakt  4. — MiscELLANEors  Provisions. 

DIJ?POSITION    OF    ASSETS. 

Sec.  241.  Upon  the  termination  of  the  existence  of  the  c<a-iMiration  all  moneys 
in  its  treasury  shall  be  covered  into  the  Treasury  of  the  United  States  as  mis- 
cellaneous receipts,  and  all  unliquidated  projierty  of  the  corporation  shall  be 
transferred  to  the  United  States  in  such  maimer  as  the  President  may  by 
Executive  order  determine. 

OFFICES. 

Sec.  242.  The  corporation  shall  maintain  its  princii)al  (jftice  in  the  District  of 
Columbia  and  may  establish  such  aj^encies  or  branch  offices  at  such  places  as 
it  finds  advisable.  The  corporation  shall  be  held  an  inhabitant  and  resident  of 
the  District  of  Columbia  within  the  meaninjr  of  laws  of  the  United  States  re- 
lating to  venue  of  oivil  suits  and  of  offenses  against  the  United  States. 

BOOKS. 

Sec.  248.  The  corporation  shall  keep,  at  its  principal  office  in  the  cu.stxKly  of 
the  managing  director,  correct  books,  showing  the  original  or  a  transcript  of  the 
minutes  of  the  directors'  meetings,  and  showing  the  accounts  of  the  cc»rporation'R 
business  transactions.  The  books  shall  be  kept  in  such  form  an<l  shall  be  oi>en 
to  insi)ection  to  such  i)ersons  and  at  such  times  as  the  commisi<»n  may  prescribe. 

AUDITS. 

Sec.  244.  The  books  and  accounts  of  the  corporation  shall  be  audited  at  least 
once  every  year  at  such  times  and  by  such  auditors  as  the  commission  may 
direct. 

ANM'Al,    KKPOKT. 

Skc.  24;").  The  corporation  shall  make  to  the  <'ommission  an  annual  report  in 
sucli  form  as  the  connnission  may  prescribe.  Such  rejwjrt  shall  be  included  by 
the  commission  in  its  annual  rep<»rt  to  the  Congress. 

TITLE  III.— APPORTIONMENT  OF  EXPENSES  AND  EQUALIZATION 

LOSSES  OF  THE  CORPORATION. 

Pakt  L — Equalization  Fee. 

PURPOSE. 

Sec.  80L  In  order  that  the  producers  of  each  basic  agruulrural  commodity 
may  ]my  ratably  their  e([uitable  siiare  of  the  expenses  of  the  corporation,  and 
of  the  equalization  losses  sustained  by  the  c«»rporati<»n  from  sales  of  basic 
agricultural  commodities  in  foreign  markets:  and  in  order  to  prevent  any  un- 
just discrimination  against,  any  direct  burden  <tr  undue  restraint  uiwtn.  and  any 
suppression  of  commerce  in  basic  agricultural  commodites  with  foreign  nations 
in  favor  of  interstate  or  intrastate  commerce:  and  in  <trder  to  encourage  and 
stimulate  the  normal  and  usual  current  of  such  commerce,  an  equalization  fee 
shall  be  apportioned  and  paid,  as  hereinafter  provided,  in  resi>ect  of  each  sale 
of  a  basic  agricultural  product,  by  or  on  the  account  of  the  produced,  during 
a  sjjecial  emergency  as(  ertain-.Ml  and  proclaimed  under  section  22. 

determination    of    amount   of    FEE. 

Sec.  H()2.(a)  The  commission  shall  for  such  <»peration  periods,  not  in  excess 
of  one  year,  as  it  deems  necessary,  prepare  estimates  in  resj>ect  of  each  agri- 
cultural commodity   (unless  it  determines  that  a  special  emergency  in  respect 
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of  such  c<mimodity  will  not  lie  ascertained  and  proclaimed  during  such  year), 
as  to  (1)  the  probable  prices  obtainable  in  the  foreign  market  for  the  export- 
able surplus  determined  under  .section  2'):  (2V  the  probable  h)sses  of  the  cor- 
poration from  its  transactions  in  the  foreign  market;  and  (3)  the  exi>enses  of 
the  corporation. 

(b)  Having  due  regard  to  such  estimates,  the  commission  shall  determine, 
as  nearly  as  may  l)e,  the  total  amount  of  such  expenses  and  losses  which  will 
be  incurred  or  sustained  as  a  result  of,  and  fairly  and  properly  attributable  to, 
the  operations  of  the  corporation  in  respect  of  each  agricultural  commodity 
during  each  o[)eration  period. 

(c)  The  commission  shall  ascertain  the  standard  unit  of  weight  or  measure 
by  which  each  such  commodity  is  commonly  sold  or  traded  in,  in  the  markets 
or  exchanges  of  the  United  States,  and  shall  determine  the  amount  to  be  col- 
lected in  respect  of  each  sale  of  such  unit,  as  hereinafter  provided.  Such 
amount  is  hereinafter  referred  to  as  the  *'  equalization  fee." 

(d)  As  used  in  this  title  the  term  "sale"  includes  an  exchange  for  money, 
other  pr(^»perty,  or  for  money  and  other  property,  but  does  not  include  a  transfer 
to  an  association  of  producers  of  agricultural  products,  whether  or  not  incor- 
IK)rated,  by  a  member  or  stockholder  thereof,  for  the  purpose  of  a  sale  by  such 
association  or  corporation  for  such  member  or  stockholder. 

payment  and  collection  of  the  fee. 

Sec  3()3.  (a)  Whenever  a  si^ecial  emergency  in  respect  of  any  agricultural 
commodity  has  l)een  ascertained  and  proclaimed,  and  until  the  termination  of 
.such  emergency,  under  section  22.  the  equalization  fee  shall  l^e  paid  and  col- 
lected u[>on  every  sale  of  such  commodity  by  or  on  account  of  the  producer 
thereof. 

(b)  It  shall  be  the  duty  of  every  purchaser  of  any  such  commodity  to  tender, 
and  of  every  producer  (or  the  person  making  the  sale  on  his  account)  to  accept, 
as  a  part  of  the  purchase  price  an  amount  of  scrip,  prepared  and  offered  for  sale 
as  provided  in  section  304,  equal  to  the  total  equalization  fee  to  be  paid  upon 
such  sale.  If  any  such  purchaser  fails  to  make  such  tender,  it  shall  be  the 
duty  of  such  producer  or  person  to  demand  such  scrip.  Such  scrip  rhall  be  evi- 
dence of  a  beneficial  interest  in  the  equalization  fund  for  the  commodity,  and 
the  holder  shall  lie  entitled  to  the  dividends  declared  therefrom,  as  provided  in 
section  30.^).  ^ 

(c)  Any  person  who  fails  or  refuses  to  tender  or  to  accept  or  demand  scrip 
in  violation  of  subdivision  (b)  shall  be  liable  for  the  equalization  fee  and  to  a 
penalty  equal  to  one-half  the  amount  of  such  fee.  Such  fee  and  penalty  may 
be  recovered  together  in  a  civil  suit  brought  by  the  corporation  and  shall 
be  covered  into  the  proper  equalization  fund  of  the  corporation. 

(d)  In  lieu  of  such  scrip  the  corporation  may  provide  for  the  filing,  under 
oath,  of  monthly  returns,  in  such  form  and  under  such  regulations  as  it  may 
prescribe,  by  purchasers  and  producers  and  for  the  payment  of  such  equaliza- 
tion fees  directly  to  the  corporation. 

preparation  and  isst'ance  of  scrip. 

Sec.  304.  (a)  For  the  payment  of  the  equalization  fee  the  corporation  shall 
prepare  and  issue  scrip  in  such  form  and  denominations  and  subject  to  such 
terms  and  conditions  as  the  corporation  may  prescribe. 

(b)  The  Secretary  of  the  Treasury,  upon  request  of  the  corporation,  is 
authorized  to  have  such  scrip  prepared  at  the  Bureau  of  Engraving  and 
Printing,  but  the  cost  thereof  shall  be  paid  by  the  corporation. 

(c)  The  corporation  shall  furnish  to  the  Postmaster  General,  without 
prepayment,  a  suitable  quantity  of  scrip  to  be  distributed  to  and  kept  on 
sale  by  the  various  postmasters  in  the  United  States.  The  Postmaster  Gen- 
eral may  require  each  such  postmaster  to  give  additional  or  increased  bond 
as  postmaster  for  the  value  of  the  scrip  so  furnished.  The  cost  of  such 
bond  shall  be  paid  by  the  corporation.  Each  such  postmaster  shall  deposit 
the  receipts  from  the  sale  of  such  scrip  to  the  credit  of  the  Postmaster  Gen- 
eral at  such  times  and  in  such  form  as  he  may  by  regulation  prescribe.  The 
Postmaster  General  shall  transfer  to  the  corporation  such  part  of  such  receipts 
as  the  corporation  may  from  time  to  time  demand. 

(d)  Any  such  postmaster  may  redeem,  and  refund  the  amount  paid  for,  any 
such  scrip  not  used,  out  of  any  money  received  from  the  sale  of  scrip. 
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EQUALIZATION    FIND    AND   DIVIDENDS. 


Sec.  305.  (a)  In  accordance  with  regulations  prescribed  by  the  corpt>ratloi> 
there  shall  be  established  in  the  treasury  of  the  corporation  for  each  basic 
agricultural  commodity  and  for  each  oi>eration  j^eriod  an  equalization  fund, 
into  which  the  receipts  of  all  e<iualization  fees  for  such  oi^eration  i>eriod  in 
resfWK-t  of  such  commodity  shall  be  deposited. 

(b)  From  such  fund  tliere  shall  be  dislmrsnl — 

(1)  All  operation  expenses  of  the  con>^>ration  in  resi)ect  of  sucii  <M>mmodity 
attributable  to  such  period :  and 

(2)  All  losses  of  the  corporation  from  its  transa<-tions  in  resi»ect  of  such 
commodity  in  foreign  markets. 

((•)  At  such  time  as  the  coriwrtttion  deems  advisable  after  (lie  expiration  of 
such  iHjriod,  a  dividend  shall  be  paid  ratably  to  each  holder  of  scrip  from  the 
l)alances  remaining  in  such  fund.  Any  moneys  in  such  fund  after  the  payment 
of  such  dividends  shall  be  transferred  to  the  treasury  of  the  corporation,  to 
be  used  for  such  purposes  as  the  commission  may  direct. 

(d)  Such  dividend  shall  be  paid  to  the  holder  of  such  scrip  upon  presenta- 
tion by  him  of  such  scrip  to  any  iK»stmaster  within  such  time  and  subject  to- 
sucli  regulations  as  the  corporation  may  prescribe. 

(c)  The  corporation  shall  make  available  to  postmasters  such  money  of  the 
corporation  in  their  custody  and  in  the  custody  of  the  Postmaster  General 
as  may  be  necessary  to  pay  any  such  dividends. 

TITLE  IV.— MISCELLANEOUS  PROVISIONS. 

ADJUSTMENT  OF  RATER  OF  DUTIES. 

Sec  401.  (a)  The  President  is  authorized  to  direct  tlie  United  States  TariflT 
Commission  or  tlie  Secretary  of  Agri<'Ulture  to  make  investigations  from  time  to 
time  in  order  to  carry  out  the  provisions  of  this  section,  and  to  determine  the 
rate  of  duty  upon  any  agricultural  comm«Klity,  or  upon  any  derivative  of  or 
competitive  substitute  for  such  commodity,  neceswiry  to  maintain,  or  to  assist 
in  maintaining,  tlie  domestic  price  of  such  commodity  at  the  level  of  the  ratio 

prices  fixed  therefor. 

(b)  Wlienever  a  special  emergency  in  resi>ect  of  any  agricultural  commodity 
has  been  ascertained  and  pv^x-lalmed  under  section  22,  the  President  may  by 
proclamation  from  time  to  time,  declare  the  rate  of  duty  so  determined.  On 
and  after  the  thirtieth  day  after  such  proclamation  and  during  the  existence 
of  such  emergency,  such  rate  of  duty  shall  \te  levied,  colle<'ted,  and  paid  (in 
lieu  of  and  in  the  same  manner  as,  any  rate  of  duty  theretofore  levied,  col- 
lected 'and  paid)  upon  such  commodity,  derivative,  or  substitute  imported 
from  any  foreign  countrv  into  the  Unitetl  States  or  Into  any  of  Its  possessions 
(except  the  Philippine  islands,  the  Virgin  Islands,  and  the  islands  of  Guam 

^"fc)"lir making  anv  such  investigation,  the  TarilT  Commission  or  tlie  Sec- 
retarv  of  Agriculture  (as  the  case  may  be)  shall  give  reasonable  public  notice 
of  its  hearings  and  reasonable  opportunity  to  parties  Interested  to  be  present, 
to  produce  evidence,  and  to  be  heard  (Including  the  right  of  cross-examina- 
tion) may  adopt  reasonable  procedure,  rules,  and  regulations,  and  exercise 
any  of  the  powers  conferred  by  law  on  the  Tariff  Commission. 

INFORMATION   FOK  PRODUCERS. 

Sec  402  The  commission,  and  after  the  termination  of  its  existence,  the 
Secretary  of  Agriculture,  Is  hereby  authorized  and  directed  (a)  to  collect 
and  disseminate  information  concerning  supply  and  demand  for  agricultural 
commodities  throughout  the  world,  including  the  conditions  affecting  such 
comSod  ties,  and  (b)  to  advise  producers  (with  a  view  to  the  proper  adjust- 
ment of  production  to  accord  with  probable  consumption)  as  to  acreage  or 
quantities  that  it  may  appear  wise  to  produce. 

COOPERATION   WITH   EXECUTIVE  DEPARTMENT. 

Skc  40.3    (a)  Anv  Government  establishment  in  the  Executive  branch  of  the 

Gm-ernment  is  authorized  to  act  as  agent  of  the  commission  or  the  corporat  on 

n  the  aTministration  of  functions  vested  in  them  by  this  act.    The  ^•ommlsslon 

and  the  corporation  may,  in  cooperation  with  any  such  Government  establish- 
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ment.  avail  themselves  of  the  services  and  facilities  of  such  Government  estab- 
lishment in  order  to  avoid  preventable  expense  or  duplication  of  effort. 

(b)  The  President  may  by  Executive  order  direct  any  such  Government 
establishment  to  furnish  the  commission  with  such  information  and  data 
I)ertaining  to  the  functions  of  the  commission  or  the  corporation  as  may  be  con- 
tained in  the  records  of  such  Government  establishment.  The  order  of  the 
President  may  provide  such  limitations  as  to  the  use  of  the  information  and 
data  as  he  deems  desirable. 

(c)  The  commission  and  the  corporation  may  cooperate  with  any  State  or 
Territory,  or  department,  agency,  or  political  subdivisicm  thereof,  or  with  any 
person. 

Sfec.  404.  The  Secretary  of  the  Treasury,  at  the  request  of  the  commission.  Is 
authorized  to  detail  such  persons  from  the  Secret  Service  Division  of  the  Treas- 
ury Department  notwithstanding  any  limitation  of  law  in  respect  thereof,  for 
such  purposes  as  the  commission  deems  necessary  and  appropriate  for  the 
efficient  administration  of  this  act. 

PENALTIES. 

Sec.  405.  (a)  That  any  person  who  knowingly  (1)  forges,  counterfeits, 
alters,  or  falsely  makes  any  scrip,  bond,  coupon,  or  other  paper  or  document  of 
the  corporation,  or  (2)  uses,  attempts  to  use,  possesses,  obtains,  accepts,  or 
receives  any  forged,  counterfeited,  altered,  or  falsely  made  scrip,  bond,  coupon. 
or  other  paper  or  document  purporting  to  !>e  Issued  by  the  corporation,  knowing 
i(  to  be  forged  counterfeited,  altered,  or  falsely  made,  or  to  have  been  pro- 
cured by  any  false  claim  or  statement,  or  to  have  been  otherwise  procured  by 
fraud  or  unlawfully  obtained ;  or  who.  except  under  the  direction  of  the  Secre- 
tary of  the  Treasury  or  other  proper  officer,  knowingly  (3)  engraves,  sells, 
brings  into  the  United  States,  or  has  in  his  control  or  possession  any  plate  in 
the  likeness  of  a  plate  designed  for  the  printing  of  any  scrip,  bond,  coupon,  or 
other  paper  or  document  of  the  corporation,  (4)  makes  any  print,  photograph, 
or  impression  in  the  likeness  of  any  scrip,  bond,  coupon,  or  other  paper  or 
document  of  the  corporation,  or  (5)  has  in  his  possession  a  distinctive  paper 
which  has  l>een  adopted  by  the  corporation  for  the  printing  of  any  scrip,  bond, 
coupon,  or  other  paper  or  document  of  the  corporation  shall,  upon  conviction 
thereof,  be  fined  not  more  than  .$10.(XK)  or  imprisoned  for  not  more  than  five 
years,  or  both. 

(b)  No  person  acting  either  as  voluntary  or  paid  agent  or  employee  of  the 
United  States  in  any  capacity  whatsoever  under  this  act  shall  solicit,  induce,  or 
attempt  to  induce  any  person  or  officer  authorized  to  execute  or  direct  the 
execution  of  contracts  hereunder,  or  to  contract  or  give  any  order  for  the 
furnishing  of  labor,  services,  material,  supplies,  or  property  of  any  kind  or 
character,  if  such  agent  or  employee  has  any  pecuniary  interest  in  such  contract 
or  order,  or  if  any  firm  or  association  of  which  he  is  a  member,  or  any  corpora- 
tion of  which  he  is  a  stockholder,  or  in  tlie  i)ecuniary  profits  of  which  he  is 
directly  or  Indirectly  Interested,  shall  be  a  party  thereto.  Any  person  violating 
the  provisions  of  this  subdivision  shall,  upon  conviction  thereof,  be  fined  not 
more  than  $10,000  or  imprisoned  for  not  more  than  five  years,  or  both. 

(c)  All  laws  relating  to  embezzlement,  conversion,  improper  handling,  re- 
demption, use,  or  disposal  of  moneys  of  the  United  States  shall  apply  to  equali- 
zation fees  and  other  moneys  of  the  corporation  while  in  the  custody  of  any 
officer,  employee,  or  agent  of  the  United  States,  or  of  the  corporation. 

SEPARABILITY  OF  PROVISIONS. 

Sec  406.  If  any  provision  of  this  act  is  declared  unconstitutional,  or  the 
applicability  thereof  to  any  person  or  circumstances  is  held  invalid,  the 
validity  of  the  remainder  of  the  act  and  the  applicability  thereof  to  other  per- 
sons and  circumstances  shall  not  be  affected  thereby. 

RE.SERVATION     OF     RIGHT     TO     AMEND. 

Sec.  407.  The  Congress  of  the  United  States  reserves  the  right  to  alter, 
amend,  or  repeal  the  provisions  of  this  act. 

Senator  Ladd.  From  a  memorandum  that  Senator  Norris  handed 
me,  the  first  one  to  be  heard  is  Senator  Herbert  F.  Baker,  president 
of  the  farmers'  organizations  of  Michigan. 
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STATEMENT  OF  MR.  HEEBEET  F.  BAXEE,  PRESIDENT  FARMERS' 
NATIONAL  COUNCIL,  MEMBER  SUPREME  COUNCIL  OF  THE 
NATIONAL  GLEANERS'  FEDERATION,  WEADOCK,  MICH. 

Senator  Ladd.  Mr,  Baker,  will  you  give  your  name  and  address? 

Mr.  Baker.  Herbert  F.  Baker,  Sheboygan,  Mich.  I  am  a  real  dirt 
farmer.  I  am  not  one  of  those  agriculturists,  you  know.  I  am  a  real 
dirt  farmer. 

Senator  Smith.  You  milk  cows  and  saw  wood  ? 

Mr.  Baker.  Yes.  I  can  beat  Magnus  Johnson  milking  cows  and 
also  the  Secretary  of  Agriculture,  because  I  am  in  constant  practice 
in  the  matter,  you  know. 

I  have  the  honor  to  be  a  member  of  the  Supreme  Council  of  the 
National  Order  of  Gleaners,  a  farmers'  organization  that  has  its  prin- 
cipal membership  in  the  State  of  Michigan.  It  is  organized,  however, 
also  in  the  States  of  Ohio,  Indiana,  and  Illinois,  and  in  a  smaller 
way  in  Iowa  and  Pennsylvania.  It  has  a  membership  of  approxi- 
mately 85,000. 

I  have  been  for  20  years  connected  with  the  grain  movement  m 
Michigan.  I  would  like,  in  the  first  place,  to  emphasize,  if  possible, 
the  condition  of  agriculture  in  my  State.  I  think  it  is  much  the  same 
there  as  it  is  in  other  States.  I  am,  however,  more  particularly  ad- 
vised of  the  situation  in  Michigan  than  in  any  other  State,  because  I 
have  spent  all  of  my  life  there,  and  I  have  witnessed  these  rises  and 
falls  with  regard  to  agriculture,  and,  incidentally,  with  regard  to 

industry. 

I  note  the  other  day  that  a  report  from  somebody  in  authority  here 
in  Washington  indicated  that  our  man  Ford  manufactured  52  per 
cent  of  all  the  automobiles  and  trucks  made  in  the  United  States. 
While  we  people  in  Michigan  regard  that  with  satisfaction,  the  men 
who  are  engaged  in  agriculture  have  found  it  one  of  their  chief 
obstacles  when  it  came  to  employing  farm  labor  that  farm  labor  has 
been  drawn  from  the  agricultural  districts  of  the  State  by  the  greater 
remuneration  that  Ford  and  like  men  of  industrial  concerns  are  able 
to  offer.  We  have  reached  a  stage  in  the  State  of  Michigan  that, 
according  to  the  State  department  of  agriculture— and  I  specially 
invite  the  attention  of  the  members  of  the  committee  to  the  fact  that 
this  is  not  a  statement  that  emanates  from  long-haired  men  and 
short-haired  women,  but  comes  from  the  department  of  agriculture 
of  the  State— that  in  the  past  two  years,  part  of  1921  included,  the 
number  of  abandoned  farms  in  Michigan  has  risen  to  the  alarming 
figure  of  23,000,  or  approximately   10  per  cent  of  the   farms  in 

Michigan. 

Senator  Capper.  That  is  the  State  agricultural  department  figures? 

Mr.  Baker.  The  figures  of  the  State  department  of  agriculture.  I 
understand  that  illustrates  the  situation  imperfectly. 

Senator  Ralston.  May  I  inquire  right  in  that  connection  now,  in 
what  sense  have  they  been  abandoned? 

Mr.  Baker.  They  have  been  abandoned  in  the  sense  that  the 
house  on  the  farm  stands  empty  and  the  fields  are  growing  weeds. 
Is  that  abandoned  sufficiently  ? 

Senator  Smith.  That  is  abandoned. 

Mr.  Baker.  That  is  abandoned:  yes.  That  is  absolutely  aban- 
doned.    That,   however,   imperfectly   illustrates   the   situation,   be- 
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cause  of  the  fact  that  there  are  anywhere  from  two  to  three  times, 
that  number  of  farms  where  the  abandonment  is  practical  but  not 

actual. 

Ford  and  the  other  manufacturing  interests  of  the  State  have  been 
able  to  offer,  particularly  to  the  younger  men  and  in  a  less  degree 
to  older  men,  employment  at  wages  that  makes  it  impracticable  for 
those  men  to  stay  upon  the  farms. 

Figures  of  the  increased  mortgage  indebtedness  of  the  State  I  am 
unable  to  give,  but  I  think  it  is  generally  the  concensus  of  opinion 
that  it  has  been  very  largely  increased  all  over  this  country  in  the 
last  three  years;  and  the  remarkable  decline  in  the  value  of  aofri- 
cultural  products  and  agricultural  lands  has  had  a  very  depressing 
influence  upon  agriculture.  It  has  come  to  l)e  understood  that  there 
must  be  something  wrong  either  with  a  man's  mental  processes  or 
there  must  be  something  especially  alluring  in  liis  surroundings  to 
keep  the  average  man  on  tlie  farm  at  the  present  time.  That  is  no 
idle  talk,  because  as  early  as  the  1st  of  January,  1922.  the  teacher  of 
the  class  in  applied  Christianity  in  one  of  our  churches  in  my  sec- 
tion of  the  country  that  I  grace  with  my  ])resence  on  an  average  of 
once  in  five  years  made  this  statement,  based  upon  a  report  of  the 
Secretary  of  Agriculture  of  the  United  States: 

Secretary  Wallace  says  (January  1.  1928 )  farm  values  fell  .$in.OOO,(»0(1.0oO 
from  .January  1,  1920,  to  March  1,  1922.  At  that  date  the  dollar  tltat  the  farmer, 
got  bought  63  cents,  as  compared  with  a  hundred  in  pre-war  times. 

I  just  offer  this  as  evidence  of  how  thorough  has  been  the  opera- 
tion of  the  program  of  deflation  as  it  touches  us.  Thirteen  billions 
of  actual  loss  in  the  value  of  the  land  I  And  I  think  it  is  a  matter 
that  is  entirely  within  the  knowledge  of  every  member  of  the  com- 
mittee what  has  been  the  deflation  in  the  price  received  at  the  farm 
of  all  farm  products. 

I  conduct  a  general  farming  business,  but  we  do  not  find  it  profit- 
able in  my  section  of  the  State  to  grow  wheat*.  We  don't  find  it 
profitable  in  my  section  of  the  State  to  grow  corn  with  its  attendant 
industries,  raising  hogs  and  cattle.  We  do  manage,  however,  to  do 
some  business  in  sheep. 

I  had  the  oportunity  in  1920  to  sell  my  rye  for  $2.80  a  bushel,  and 
sold  my  wheat  at  practically  the  same  price.  We  raised  some  wheat 
under  the  spur  of  patriotism  during  tlie  w^ar.  I  never  have  raised 
corn  to  sell.  I  frequently  have  to  buy  it,  and  I  have  paid  better  than 
$2  a  bushel — about  $2.30,  I  think,  is  the  highest  for  corn. 

I  had  an  opportunity  to  sell  the  last  crop  of  wheat  I  raised,  and  the 
last  one  I  expect  to  raise,  last  fall  at  75  cents  a  bushel.  T  had  an  op- 
portunity to  sell  my  rye  at  50  cents  a  bushel.  We  liave  an  oppor- 
tunity frequently — not  all  the  time — to  sell  dressed  hogs,  and  that 
is  because  our  production  is  materially  less  than  the  consumption  in 
our  territory,  for  from  8  to  12  cents.  Our  poultry  prices  have  de- 
clined fully  50  per  cent  in  the  last  90  days.  The  Department  of 
Agriculture  very  kindly  came  along  and  about  the  time  fellows  were 
talking  of  buying  Christmas,  New  Year's,  and  Tranksgiving  turkeys 
indicated  that  there  was  an  enormous  number  of  turkeys  in  cold 
storage  to  be  put  upon  the  market — very  valuable  information  to 
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the  man  who  had  turkeys  to  sell,  in  that  it  reduced  the  net  income  on 
the  turkey  product  at  least  50  per  cent  right  off  the  bat. 

Senator  Kendrick.  That  suggestion  was  more  valuable  to  the  man 
who  wanted  to  buy. 

Mr.  Baker.  I  don't  know  how  it  did  work  out  to  the  man  who 
bought,  because  none  of  the  farmers  buy  turkeys.  They  generally 
raise  them,  and  those  that  don't  raise  them  are  not  sufficiently  flush 
financially  to  go  out  and  buy  them  at  the  price  they  ask  for  them  in 
my  territory. 

Senator  Gooding.  There  is  not  much  relation  between  what  the 
farmer  sells  for  and  what  the  people  pay  who  buy  the  turkeys  any- 
how, is  there ^ 

Mr.  Baker.  We  think  none. 

Senator  Gcxjding.  I  think  we  are  paying  a  dollar  a  pound  for 
lamb  chops  at  my  house — something  less  than  a  dollar  a  pound. 

Mr.  Baker.  I  live  in  that  part  of  the  State  of  Michigan  near  the 
old  fort  at  Mackinaw  that  was  built  there  a  couple  of  hundred  years 
ago  to  protect  the  whites  from  the  Indians,  when  it  was  still  open 
as  a  military  post — I  am  close  enough  to  that  point  so  I  can  run 
over  from  my  farm  in  the  morning  and  back  in  the  evening.  That 
territory  has  developed  very  greatly  as  a  resort  region.  The  result 
of  that  development  has  been  to  repeal  the  law  of  supply  and  demand 
in  its  broadest  application.  There  are  times  when  it  is  possible  for 
the  producer  of  chickens,  eggs,  garden  products,  lamb  chops.  Senator, 
and  delicacies  of  that  kind  to  receive  a  fair  price  for  them.  I  have 
had  the  chance  within  the  last  year  to  sell  dressed  lamb — not  sheep, 
but  lamb — for  25  cents  a  pound  at  the  local  market,  which  was  re- 
garded as  an  especially  favorable  price  and  temporary  in  its  char- 
acter. When  the  resorters  went  the  demand  for  lamb  chops  went, 
and  the  special  demand  for  chickens,  eggs.,  and  garden  products  went 
with  them. 

It  is  really  illuminating  and  it  is  distressing  to  the  man  who  has 
an  agricultural  viewpoint,  to  witness  the  oepression  among  the 
farmers  in  my  section  of  the  country,  in  spite  of  the  fact  that  we 
have  an  especially  good  market  during  the  resort  season.  Last 
year — and  conditions  were  no  worse  then  than  they  are  now — in  some 
of  the  townships  of  the  county  in  which  I  live  the  local  treasurer, 
that  collects  the  taxes  in  Michigan  by  townships,  returned  as  high 
as  GO  per  cent  of  the  real  estate  taxes  that  were  levied  in  tliat  year. 
I  live  in,  perhaps,  one  of  the  most  prosperious  townships  in  Sheboy- 
gan County,  and  up  to  25  per  cent  of  the  real  estate  taxes  levied  in 
that  territory  were  returned. 

Senator  Kendrick.  Your  statement  that  those  taxes  were  returned 
means  that  they  were  unpaid? 

Mr.  Baker.  That  is  it.  They  were  returned  to  the  county  treas- 
urer to  collect  them.  You  have  a  year  to  pay,  and  then  they  are 
returned  to  the  auditor  general,  and  if  they  are  not  paid  in  three 
years  the  land  is  advertised  for  sale,  and  I  was  about  to  say  that 
every  year  the  auditor  general  of  the  State  of  Michigan  sends  for 
publication  and  publishes  in  the  county  a  list  of  the  descriptions  of 
the  land  in  my  county  as  long  as  the  moral  law. 

Sentaor  Kendrick.  And  what  percentage  did  you  say  had  been 
unpaid  in  your  township? 
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Mr.  Baker.  In  my  own  township  about  25  per  cent.  That  does 
not  mean  that  25  per  cent  of  it  goes  to  sale.  It  means  that  the. 
fellow  is  not  in  position  to  take  advantage  of  the  1  per  cent  or  4  per 
cent  that  the  township  treasurer  Avill  charge  in  certain  times  of  the 
year.  That  is,  up  to  the  1st  day  of  July,  1  per  cent,  and  4  per  cent 
if  it  is  returned  to  the  county  treasurer.  You  will  pay  5  per  cent 
if  )^ou  go  in  the  next  morning,  and  1  per  cent  additional  each  month 
you  leave  it. 

Senator    Kendrick.  It    means    they    are    delinquent    when    they 

actually  become  due? 

Mr.  Baker.  Yes.  Not  only  that,  but  during  the  period  of  time 
from  the  10th  to  the  15th  day  of  March  they  remain  unpaid. 

Senator  Capper.  Referring  to  this  amount  of  unpaid  taxes,  is  the 
amount  now  higher  than  it  has  ever  been  before? 

Mr.  Baker.  Higher  than  it  has  ever  been  before,  a  greater  per- 
centage of  farm  tax  left  unpaid.  That  is  not  a  condition  that  is 
confined  to  the  northern  part  of  the  State.  I  presume  your  knowl- 
edge of  the  geography  of  Michigan  would  indicate  to  you  that  the 
northern  part  of  the  Lower  Peninsula  of  Michigan  is  the  least  de- 
sirable of  the  two  halves  of  the  lower  peninsula.  For  instance,  in 
my  section  of  the  State  we  have  large  areas  of  what  we  call  plains 
lands — lands  upon  which  timber  at  one  stage  of  the  game  was 
grown — and  for  agricultural  purposes  that  land  is  of  very  ques- 
tionable value,  while  if  j'ou  go  down  to  the  counties  along  Senator 
Ralston's  State  and  inquire  down  there  it  will  be  very  difficult  to 
find  in  an}'  of  those  counties,  if  you  eliminate  those  along  the  bor- 
der of  the  lakes,  more  than  2  per  cent  of  the  land  that  is  now 
valuable  for  agricultural  purposes.  That  condition,  however,  in 
regard  to  the  inability  of  tlie  men  who  are  engaged  in  agriculture 
to  pay  their  taxes,  is  absolutely  due  to  the  condition  that  the  farmer 
finds  himself  in  and  partly  due  to  tlie  excessive  rate  of  taxation  by 
which  we  are  confronted  from  every  angle  at  the  present  time. 

Senator  Ralston.  To  what  extent  ma}^  your  taxes  be  assigned  to 
excessive  improvements? 

Mr.  Baker.  Well,  I  should  say  to  a  very  limited  extent.  There 
have  been  within  the  last  two  or  three  years — I  would  not  be  j\isti- 
fied  in  saying  no  improvements,  but  there  have  been  scarcely  any 
improvements  on  farm  property;  that  is,  in  buildings  and  such 
things. 

Senator  Ralston.  Taxes  have  gone  up? 

Mr.  Baker.  Taxes  have  gone  up. 

Senator  Gooding.  How  about  the  improvement  of  highways? 

Mr.  Baker.  That  accounts  for  25  or  80  per  cent — the  Stale  taxes. 

Senator  Ralston.  Has  your  land  l^en  appraised  higher? 

Mr.  Baker.  Our  land  has  been  appraised  higher.  AVe  are  in  this 
situation 

Senator  Ralston.  Those  improvements  led  to  the  additional 
appraisement  of  your  land  ? 

Mr.  Baker.  Well,  it  is  to  be  accounted  for  very  largely  in  the  lark 
of  organization  and  in  the  lack  of  coordinated  and  cohesive  action 
on  the  part  of  the  farmers  to  protect  themselves.  The  first  real  old 
scrapper  in  the  United  States,  from  my  point  of  view,  was  our  old 
Governor  Pingree.  wlio  was  governor  in   1898.     Governor  Pingree 
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inaii<rurated  in  Michigan  a  program  of  what  he  called  ecjiial  taxation. 
The  railroads  at  that  time,  and  other  public  utility  corporations, 
were  enabled  to  get  by  on  the  question  of  taxation  by  paying  a 
certain  percentage  of  their  gross  income.  He  inaugurated  a  cam- 
paign to  tax  those  properties  upon  their  valuation,  the  same  as  other 
properties  are  taxed,  through  a  State  board.  The  law  provided  that 
the  average  rate  of  taxation  on  all  other  fonns  of  property  should 
be  levied  against  the  valuation  that  this  State  board  fixed  upon  the 
properties  of  these  public  service  corporations.  Obviously  the  higher 
the  valuation  of  farm  property  and  of  other  properties,  real  propei- 
ties,  the  lower  their  income,  so  immediately  they  started  this  airit«- 
tion,  no  agitation  in  the  open,  at  least,  on  the  part  of  these  corpora- 
tions to  see  that  the  other  forms  of  pro})erty  -vere  assessed  at  the 
very  high  valuation,  making  the  aggregate  assessed  valuation  of 
other  forms  of  property  so  great  that  when  you  divided  the  taxes 
that  were  levied  for  all  purposes  by  that  as  a  divisor,  the  rate  that 
was  to  be  paid  by  the  railroads  being  fixed  thereby  was  materially 
reduced.  We  have  had  a  State  tax  commission  that  fixes  the  value 
of  every  piece  of  property  in  the  State  these  last  5  or  G  years,  to 
cover  all  of  the  property,  it  is  safe  to  say,  of  every  description, 
and  their  influence  upon  the  valuation  of  farm  property  and  the 
other  properties  of  the  State  has  bc^n  to  very  materially  increase 
the  assessed  valuation  of  the  property  of  the  State  in  the  aajgregate. 

Senator  Kendrtck.  Mr.  Baker,  is  it  true  that  this  condition  ap- 
plies, that  the  assessed  valuation  of  the  farm  property  as  applied, 
say,  two  years  ago  is  very  much  in  excess  of  the  actual  value  of  the 
propertv  to-day? 

Mr.  Baker.  In  very  many  cases.  It  would  not  be  safe  to  say  that 
it  was  true  generally,  but  it  is  a  matter  of  common  knowledge  in  the 
State  of  Michigan  that  a  large  proportion  of  the  farm  property  in 
that  State  could  not  be  sold  for  the  amount  for  which  it  is  assessed. 

Senator  Kendrick.  I  think  that  is  almost  the  rule  in  my  own 
State  of  Wyoming. 

Senator  Goodino.  We  had  inflation  during  the  war,  of  course,  and 
considerable  property  movement  at  fair  values  at  that  time. 

Mr.  Baker.  Yes. 

Senator  Goodinci.  And  in  my  State  land  values  and  assessments 
were  materially  increased,  and  then  they  are  practically  held,  with 
very  little  reduction,  at  Avar  prices,  although  you  can  liot  sell  them 
for  half  what  you  could  in  1921,  say. 

Mr.  Baker.  Well,  have  they  gotten  to  the  point  where  they  can  not 
sell  at  half  what  they  are  assessed? 

Senator  Goodixg.  Yes.  In  one  county  in  my  State  the  farm  mort- 
gage indebtedness,  together  with  the  bonded  indebtedness  of  the 
county,  is  twice  the  taxable  valuation  of  the  entire  county,  and  the 
county  could  not  be  sold  for  the  amount  of  their  assessment.  So  you 
are  in  pretty  good  shape  in  Michigan. 

Mr.  Baker.  That  is  the  general  condition,  I  think,  that  prevails 
all  over  the  United  States,  and  that  is  one  of  the  things  that  is  worry- 
ing the  farmers  of  the  United  States. 

Senator  Smith.  Mr.  Baker,  you  were  speaking  of  the  valuation  of 
land  increasing. 

Mr.  Baker.  The  assessed  valuation. 
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Senator  Smith.  The  assessment  valuation,  its  valuation  as  a  basis 
for  taxation  ? 

Mr.  Baker.  Yes. 

Senator  Smith.  Have  vou  fissures  to  show  the  cost  of  State  jrov- 
ernment,  including  county  and  township,  as  compared  with  former 
jears  ( 

Mr.  Bak?:r.  I  liave  nothing  with  me. 

Senator  S^iith.  The  cost  of  Government  has  increased  tremen- 
dously. 

Mr.  Baker.  Verv  materiallv. 

Senator  Smith.  Therefore  in  order  to  meet  the  increased  expendi- 
tures they  had  to  raise  the  levy. 

Mr.  Baker.  Sure.  We  understand  the  process  by  which  they  Avei-e 
raised,  but  we  are  the  goats,  and  that  is  the  point. 

Senator  Smith.  That  is  exactl}-  the  point  I  am  getting  at  now. 

Mr.  Baker.  Yes. 
,  Senator  Smith.  The  value  of  the  land,  as  I  say,  based  on  the  profits 
that  may  be  obtained,  is  practically  no  greater  than  it  was  previous 
to  the  war,  but  taxes  liaA  e  increased  tremendously ;  therefore  the  levy 
had  to  be  increased. 

Mr.  Baker.  Obviously. 

Senator  Smith.  Now,  the  assessed  valuation  of  our  property  has 
not  been  very  greatly  increased,  but  the  mills  of  levy  on  the  property 
have  gone  to  where  it  is  a  question  in  my  State  right  now  how  to 
i*educe. 

Mr.  Baker.  May  I  inquire  what  State  you  are  from  ? 

Senator  Smith.  South  Carolina.  They  have  a  commission  now 
which  is  endeavoring  to  find  some  plan  under  our  constitution,  which 
requires  that  the  basis  of  all  taxes  shall  be  equal,  by  which  they  can 
get  the  intangible  property  as  well  as  the  tangible,  *^so  as  to  equalize, 
as  far  as  may  be,  the  burden  of  taxation,  but  it  is  obvious  to  every- 
one that  real  estate  can  not  be  suppressed;  therefore  it  comes  in  for 
a  major  share  of  taxation;  and  a  major  part  of  it  being  agricultural 
land,  they  pay  the  major  part  of  the  taxes  without  any  way  in  the 
world  of  charging  up  that  increase  of  taxes  to  the  purchasers  of 
farm  products.    In  other  words,  the  farmer  pays  the  freight. 

Mr.  Baker.  He  is  the  goat. 

Senator  Smith.  He  is  the  goat  in  every  case. 

Mr.  Baker.  I  think  those  who  have  given  any  consideration  to  the 
subject  will  agree  upon  that  point. 

Senator  Norbeck.  Mr.  Baker,  I  am  much  interested  in  what  you 
say  of  the  situation  in  Michigan.  Just  for  the  information  of  the 
committee,  I  would  like  to  get  some  idea  as  to  how  those  taxes  are 
divided  between  State  and  county,  township  and  school  taxes. 

Mr.  Baker.  Well,  there  is  not  any  law  in  the  State  of  Michigan 
that  limits  taxes  for  any  purpose. 

Senator  Norbeck.  Has  the  increase  been  larger  in  State  taxes,  for 
instance,  than  in  local  school  taxes? 

Mr.  Baker.  Has  the  increase  been  greater? 

Senator  Norbeck.  Yes. 

Mr.  Baker.  I  should  think  the  percentage  is  practically  the  same. 

Senator  Norbeck.  Is  it  j^our  opinion  that  these  hi^h  taxes  are 
largely  a  reflection  of  the  higher  cost  of  everything — higher  wages, 
higher  salaries,  and  higher  material  prices — and  that  it  is  inevitable? 
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Mr.  Baker.  I  would  say  those  should  be  ^iven  consideration,  but 
1  would  not  regard  them  as  determining  factors. 

Senator  Norbeck.  My  attention  was  called  in  my  State  to  a  com- 
plaint that  the  school  taxes  are  three  times  as  high  as  they  were  two 
years  ago,  to  which  the  school  board  replied,  '*  It  costs  thi*ee  times 
as  much  to  have  nine  months  of  school,  so  what  can  we  do  about  it?  " 

Mr.  Bake«.  That  is  the  difficulty,  I  think,  all  over  the  country,  in 
your  State,  or  wherever  it  may  be. 

Senator  Kendrick.  Mr.  Chairman,  the  witness  is  making  a  tre- 
mendously interesting  statement,  and  I  wonder  if  it  would  not  be 
better  for  us  to  allow  him  to  proceed  and  then  discuss  with  him  the 
different  questions  that  we  think  are  important  after  he  completes 
his  statement. 

Senator  Ladd.  If  the  committee  thinks  so,  I  think  it  would  be 
well  for  Mr.  Baker  to  go  ^ong  with  this  discussion,  and  we  can  ask 
him  questions  at  the  end. 

Mr.  Baker.  I  should  like,  while  I  have  it  in  mind,  to  reply  to 
Senator  Norbeck.     What  was  your  observation.  Senator? 

Senator  Norbeck.  The  argument  is  made  that  high  taxes  are  in 
many  cases  simply  a  reflection  of  the  general  situation  of  high  price 
levels. 

Mr.  Baker.  Well,  I  thing  we  might  include  with  that  the  general 
demand  for  more  service  on  the  part  of  government  generally.  I 
wish,  however,  in  that  connection  to  make  this  statement.  I  am 
myself  convinced  that  the  American  people  are  on  a  spree,  and  have 
been,  in  spending.  One  of  the  chief  factors  for  promoting,  fur- 
nishing the  booze,  we  might  say,  for  that  spree  has  been  the  exemp- 
tion of  securities  from  taxation.  We  would  not  have  been  able  in 
my  local  school  district  to  have  built  a  schoolhouse  in  1914,  which  we 
did  at  a  cost  of  $»^,r)00,  a  township  school,  if  we  had  not  been  able 
to  issue  bonds,  and  we  would  not  have  been  able  to  have  sold  those 
bonds  if  they  had  not  been  tax  exempt. 

Senator  Goodinc}.  Could  you  have  gotten  along  with  your  old 
schoolhouse,  do  you  thinks 

Mr.  Baker.  Some  thought  we  could.  If  the  bonds  we  issued  in 
Sheboygan  County,  township  of  Monroe,  had  been  subject  to  the 
general  level  of  taxation  for  that  section  of  the  State — the  bonds 
were  sold  at  6  per  cent — it  w^ould  have  been  necessary  in  order  to 
have  marketed  those  bonds  for  them  to  have  drawn  interest  at  about 
9  to  10  per  cent.  Now,  that  might  have  worked  some  hardship  on 
some  of  those  who  were  desirous  of  having  a  new  schoolhouse.  Yet 
if  those  bonds  had  been  taxes  as  other  properties  were  taxed  they 
never  would  have  been  issued. 

Senator  Norbeck.  Did  you  find  a  marketfor  those  bonds  in  your 
home  Stated 

Mr.  Baker.  Very  promptly  right  in  the  district.  The  bonds 
would  not  have  been  issued,  but  they  would  have  gone  on  a  safer 
plan  of  creating  a  sinking  fund  before  the  bonds  were  issued,  build- 
ing up  a  fund  from  which  the  school  house  might  have  been  built. 
I  think  that  is  a  more  desirable  plan  for  the  public  to  follow  gen- 
erally. It  is  a  staggering  load,  the  interest  that  municipalities  of 
all  kinds  are  paying  at  the  present  time.  I  am  impressed  with  the 
idea  that  if  they  were  subjected  to  taxation,  that  that  flood  of  se- 
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curities  that  is  going  out  to  the  public  every  day  now  would  be  very 

materially  decreased,  and  to  the  final  benefit  of  everybody  concerned. 

Senator  Gooding.  Credits  can  be  too  easy,  then,  you  think,  Mr. 

Baker  ? 

Mr.  Baker.  That  is  true.     From  what  State  are  you  Senator? 

Senator  Gooding.  I  am  from  Idaho. 

Mr.  Baker.  Well,  the  trouble  has  been  in  Idaho,  as  it  has  l>een  in 
South  Dakota  and  other  States,  that  credit  has  been  too  easy,  and 
the  fact  that  your  county  would  not  sell  for  its  bonded  indebtedness 
is  due  to  the  fact  that  the  indebtedness  for  which  you  are  holding 
has  been  very  easily  obtained. 

Senator  Gooding*  That  is  one  of  the  counties  in  my  State,  not  my 
own  county.     My  county  is  not  that  bad  off 

Senator  Kendrick.  I  have  never  before  heard  of  tax  exempt 
securities  being  compared  witli  booze,  but  I  think  the  term  is  very 
well  applied. 

Mr.  Baker.  They  are  the  booze  that  produces  the  spending  spree. 

Senator  Kendrick.  The  booze  on  which  the  public  are  continuing 
an  already  too  long  prolonged  debauch. 

Senator  Norbeck.    But  w^hat  is  the  remedy,  Mr.  Baker? 

Mr.  Baker.  The  remedy,  so  far  as  this  volume  of  public  indebted- 
ness is  concerned,  is  to  be  achieved  with  one  stroke,  in  my  judgment, 
by  removing  the  tax  exempt  privilege  of  bonds. 

Senator  Norbeck.  By  Congress? 

Mr.  Baker.  So  far  as  your  authority  goes. 

Senator  Norbeck.  Your  bonds  were  sold  before  the  passage  of  the 
income  tax  act,  therefore  it  does  not  appliy  to  your  bonds,  which 
were  issued  in  1914? 

Mr.  Baker.  No. 

Senator  Norbeck.  There  were  no  tax  exempt  features  except  by 
your  own  State,  so  far  as  that  goes. 

Mr.  Baker.  The  State  exempts  them  absolutely.  They  are  only 
subject  to  the  Federal  income  tax  provision,  and  in  the  agricultural 
district  there  are  not  a  great  many  people  at  this  time,  from  my 
own  personal  observation,  who  are  worrying  a  great  deal  about 
whether  Mellon's  plan  goes  through  or  does  not  go  through.  They 
are  not  worrying  about  that  feature  at  all. 

Senator  Norbeck.  It  won't  make  much  difference  to  them,  you 

think? 

Mr.  Baker.  No ;  it  won't  save  them  a  dollar,  or  affect  them  in  any 
other  way,  except  the  general  observation  that  they  think  it  would  be 
better.  I  think  I  am  safe  in  saying  that  the  farmers  in  the  State 
of  Michigan  think  it  would  be  better  if  the  obvious  advantage  that 
is  given  to  the  men  of  tremandous  wealth  under  the  Mellon  plan  was 
modified  somewhat  in  favor  of  those  who  are  nearer  the  ground. 

Now  so  much  for  what  we  have  said  with  regard  to  conditions 
as  affecting  agriculture,  as  it  has  come  under  my  observation.  Then 
we  come  to  what  might  possibly  be  considered  as  remedial  legislation. 
There  is  a  growing  number  of  people  in  agricultural  circles  who  do 
not  take  their  religion  right  directly  from  the  preacher  nor  do  not 
take  their  politics  right  directly  from  the  local  boss.  1  presume  that 
we  are  no  different  in  that  particular  than  the  people  of  other  States. 
The  State  of  Michigan  in  the  past  has  been  represented  in  Congress 
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by  men  whose  hearing  seemed  to  be  acute  in  the  presence  of  great 
interests,  and  who  were  deaf,  dumb,  and  blind  to  a  sense  at  all  times 
except  immediately  preceding  an  election  to  men  who  are  nearer  the 
ground.  There  have  been  evidences  on  the  part  of  the  State  of  Mich- 
igan to  the  fact  that  these  people  are  capable  of  being  awakened. 
Thei-e  was  a  time,  along  20  or  25  years  ago,  when  the  balance  of 
power  between  the  Republican  and  Democratic  Parties  of  that  State 
was  very  even.  Governor  Luce  was  elected  in  eighty  something 
by  40,000  majority.  (lovernor  Alger,  who  was  afterwards  Secre- 
taiy  of  War,  was  elected  in  my  State  by  a  majority  of  less  than 
3,000.  We  have  had  since  that  date,  or  we  had  just  at  that  time, 
one  Democratic  governor.  We  regard  the  election  of  a  Democrat 
to  any  office  in  Michigan  as  a  protest  vote  to  conditions  that  obtain 
in  the  Republican  Party.  And  we  went  on  up  the  scale.  Governor 
Pingree  w^as  elected,  although  some  of  our  friends  there  were  very 
dubious  about  his  candidacy  for  fear  that  he  was  too  radical,  and 
there  are  people,  you  know,  who  regard  a  man  who  is  opposed  to 
stealing  as  a  radical.  Governor  Pingree  was  elected  by  80,000 
majority.  McKinley  caiiied  the  State  by  (>0,()00.  1  am  not  sure 
I  have  the  exact  figures,  but  it  was  about  that.  We  have  had  Re- 
publican majorities  in  Michigan  exceeding  200,000.  The  opposi- 
tion— and  we  speak  of  the  Democratic  Party  as  the  opposition  in 
Michigan — has  been  negligible. 

I  have  sat  in  the  Michigan  Legislature  when  there  were  1.^2  Re- 
publicans (and  that  is  the  entire  membership  of  both  the  house 
and  the  senate),  and  still  with  this  tremendous  advantage  the  Re- 
publican organization  has  in  the  State  we  have  had  a  Democrat 
since  1917  for  four  years.  With  the  people  of  Michigan  it  is  impossi- 
ble at  the  present  time  to  put  over  so  much  oi-  so  raw  stuff  as  it  was 
possible  to  put  over  in  times  that  have  passtnl.  Our  Senator  who 
was  elected  in  1916,  I  guess — it  is  immaterial  as  far  as  tliat  is  con- 
cerned, because  I  can  make  it  more  plain  to  you  by  saying  Senator 
Newberry — the  methods  by  which  he  sought  election  in  the  State 
of  Michigan  did  not  appeal  to  the  men  who  lived  on  the  farms, 
small  business  men  and  residents  of  the  cities  who,  as  I  said  before, 
do  not  take  their  religion  directly  from  the  pi-eacher  or  their  politics 
directly  from  the  boss.  Senator  Newberry  received  a  majority  of 
approximately  3,000  in  the  State  of  Michigan  when  the  State  officers 
were  elected  oy  175,000.  A  disregard  on  the  part  of  some  of  our 
Representatives  in  Congress,  particularly  in  the  Senate,  has  resulted 
in  that  rock-ribbed  Republican  State,  beside  which  Idaho  is  erratic, 
and  Iowa  erratic  and  Indiana  particularly  erratic,  sending  a  Demo- 
cratic United  States  Senator  here. 

Those  cases  are  simply  referred  to  as  evidences  of  the  fact  that  the 
people  there  are  in  a  state  of  mind  that  has  been  produced  by  the 
conditions  which  I  have  attempted  to  outline.  What  may  happen 
in  the  future  depends  very  largely  upon  the  wisdom  with  which 
Congress  attacks  the  situation  or  approaches  the  situation  of  agri- 
cultural relief.  There  have  been  those  in  Michigan,  as  there  have 
been  in  your  States,  probably,  who  wanted  the  United  States  Gov- 
ernment to  fix  prices.  It  is  felt  that  the  security  of  the  wheat  grower 
during  the  war  was  a  wonderful  thing.  I  could  have  sold  a  crop 
of  wheat  and  be  sure  I  would  not  get  less  than  $2  a  bushel.    Wlien 


that  guaranty  was  removed  there  was  a  sort  of  a  general  feeling, 
a  sensation  that  came  to  them  through  their  fingers  rather  than 
through  their  heads,  that  they  had  lost  something,  and  they  would 
be  very  much  pleased  to  have  that  something  restored  to  them.  On 
sober  thought,  however,  I  think  there  are  very  few  people  in  Mich- 
igan at  the  present  time  who  are  in  favor  of  any  price-fixing  pro- 
gram, believing  that  any  program  of  that  kind  would  defeat  its  own 
purpose. 

We  are  suffering  at  the  present  time — and  I  say  we,  because  I  am 
speaking  of  men  in  agriculture  generally — taking  the  wheat  grower, 
on  account  of  having  been  able  to  produce  a  surplus  of  wheat.  We 
grow  too  much  wheat,  in  one  sense,  mat-ket  requirements  being  con- 
sidered. 1  think  it  is  an  economic  certainty  that  there  never  has  been 
too  much  wheat  produced.  Market  conditions,  however,  arise  that 
make  our  six  hundred  million  or  eight  hundred  million  bushels  of 
wheat  too  much  for  local  consumption.  The  surplus,  as  an  ecnomic 
factor,  governs  the  price  of  the  whole  crop.  If  we  had  a  wheat  crop 
in  the  United  States  that  would  be  somewhat  short  of  local  con- 
sumption— that  is.  consumption  by  our  own  people — and  had  a  tariff 
on  wheat  that  would  be  sufficiently  stiff'  and  severe  to  be  comparable 
to  that  which  certain  manufacturing  interests  of  the  country  have 
induced  the  Congress  of  the  LTnited  States  to  apply  to  their  products, 
it  is  entirely  possible  that  the  price  of  wheat  would  be  more  satis- 
factory. I  am  one  of  those  who  feel  that  when  the  Congress  of  the 
United  States  offers  us  our  part  of  protection  by  placing  a  tariff 
upon  wheat,  in  its  national  application  it  is  a  joke.  Possibly  riglit 
along  the  line,  where  Senator  Fiazier  comes  from,  and  Senator  Ladd. 
there  is  an  import  and  probably  there,  with  regard  to  that  certain 
kind  of  wheat  which  the  Almighty  has  reserved  for  that  country  to 
grow,  the  thing  might  be  applicable,  but  to  the  whole  of  the  United 
States,  with  a  surplus  of  160,000,000  to  200,000,000  bushels  which 
niust  reach  a  market  in  foreign  countries,  it  would  seem  to  me  ob- 
viously a  joke.  There  are  those  who  are  unkind  enough  to  think 
that  that  joke  was  handed  to  the  agricultural  classes  in  a  marked 
spirit  of  levity.  I  do  not  believe  anything  is  to  be  gained  by  the 
farmers  of  this  country  through  the  processes  and  program  of  pro- 
tective tariff  legislation.  Those  things  of  which  we  produce  so  little 
that  we  can  not  supply  the  local  demand  necessarily  take  care  of  the 
situation  themselves,  because  they  are  always  in  a  bear  market.  Not 
always,  but  the  observation  is  based  upon  general  conditions.  If  the 
tariff  fails  us  we  must  necessarily  resort  to  other  means. 

Senator  Gooding.  Did  I  understand  you  to  say  that  you  did  not 
think  the  farmers  get  any  benefit  out  of  the  tariff? 

Mr.  Baker.  I  say  the  tariff  on  w^heat,  with  150,000,000  or  200,000,- 
000  bushels  surplus  that  must  be  marketed  in  foreign  lands,  in  the 
lands  of  the  world,  is  a  joke. 

Senator  Gooding.  Did  I  understand  you  to  say  you  did  not  think  it 
was  of  any  benefit  to  the  farmers? 

Mr.  Baker.  If  I  gave  you  that  understanding  I  am  perhaps  mis- 
leading you  by  that.  I  think  that  w^ould  be  true,  however,  if  it  is 
stated  as  a  direct  tariff  upon  his  product.  It  is  Vfery  questionable  in 
my  mind.  We  have  indirect  benefits  that  come  to  us  from  the  tariff. 
For  instance,  in  my  State,  Senator  Gooding,  we  have  a  beet  sugar  in- 
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dustry  and  a  certain  section  of  the  State  of  Michigan  is  given  ahnost 
exclusively  over  to  the  sugar  industry,  and  I  do  not  believe  that 
that  sugar  industry  could  survive  in  the  State  of  Michigan  if  it  were 
not  for  the  tariff  on  sugar. 

Speaking  of  that  locality  as  I  did,  of  Senator  Ladd's  hard  wheat 
territory  in  North  Dakota,  it  has  application  and  brings  direct  benefit 
to  the  people  included  in  that  industry. 

Senator  Goodin(j.  Does  not  the  fact  that  we  have  got  a  tariff  on 
tlie  same  kind  of  wheat  of  which  there  is  a  shortage  in  the  United 
States  as  that  grown  in  the  Northwest  country  aid  those  farmers 
that  are  growing  that  kind  of  wheat? 

Mr.  Baker.  Why,  surely.  1  hope  in  my  statement  I  made  that 
clear.  I  was  speaking  of  those  things  of  which  there  is  not  a  suffi- 
cient producticm  id  supplv  the  demand,  but  generally  it  does  not  bene- 
fit the  farmer.  Speaking  of  potatoes,  there  is  a  very  small  quarter 
where  a  man  can  stand  and  throw  a  stone  halfway  across  to  the 
King's  Dominion  where  at  times  in  cycles  of  5  to  10  or  15  years  a 
tariff  on  potatoes  has  an  application  to  certain  sections  of  the  State 
of  Michigan,  because  it  is  possible  sometimes  for  them  to  import 
potatoes  into  the  city  of  Detroit,  and  they  are  always  high  when  the 
importation  takes  place,  but  the  levy  of  a  duty  upon  them  as  they 
ccme^  across  from  Canada  has  a  tendency  to  make  them  still  higher, 
and  I  have  vet  to  hear  of  anv  farmers  of  Michigan  who  raise  potatoes 
raise  any  objection  to  that  tariff,  or  its  result.  T  imagine  that  that 
has  a  general  application  as  to  all  products,  if  the  price  is  raised  by 
the  imj>osition  of  a  tax. 

But  one  of  the  great  obstacles  that  confronts  the  tarmer  at  tl\e 
present  time  is  his  inefficient  system  of  marketing.  My  section  of 
the  State  is  one  of  the  principal  potato-producing  sections  of  the 
United  States.  We  have  been  second,  or  we  were  second  at  one 
time  within  the  last  three  or  four  years,  in  the  aggregate  production 
of  potatoes  of  all  the  States  in  the  United  States.  We  produced 
at  that  time  39,000,000  bushels,  and  the  marketing  proposition  with 
regard  to  that  is  applicable  to  the  marketing  situation  with  regard 
to  other  things.  The  farmer,  by  reason  of  his  economic  condition, 
is  compelled,  in  a  sense,  to  dump  his  crop.  There  is  no  provision 
with  which  I  am  acquainted  in  the  laws  of  the  United  States  or  in 
the  laws  of  the  States  upon  which  a  process  of  orderly  marketing 
can  be  based.  As  I  have  stated,  his  economic  condition  and  situation 
is  such  that  he  finds  it  necessary  to  move  his  crop  very  promptly, 
and  the  dumping  process  is  the  process  by  which  he  finds  himself 
eternally  in  the  situation  of  asking  some  one  what  they  will  give. 
There  is  not  a  man  in  the  world  who  is  old  enough  or  who  has  from 
his  forefathers  received  information  on  the  subject  who  would  say 
that  there  ever  was  a  time  when,  with  regard  to  farm  products  of 
any  importance,  it  was  possible  for  the  farmer  to  set  his  price,  and 
that  is  to  be  accounted  for  in  the  fact  that  farmers  as  a  whole  are 
not  sufficiently  organized  nor  can  they  be  sufficiently  organized  to 
act  as  an  individual.  There  are  a  great  number  of  people  m  the 
State  of  Michigan  who  make  this  illustration:  Henry  Ford  tnces 
the  price  of  his  tin  Lizzie  at  $340  at  the  factory  in  Detroit.  The 
price  is  entirely  up  to  Henry,  because  he  is  in  control  of  the  supply, 
and  if  the  demand  increases  he  has  the  facilities  with  which  to  m- 
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•crease  the  output,  and  if  the  demand  slackens  he  has  control  of  the 
situation  and  he  can  reduce  the  output.  No  man  in  the  United 
States  can  get  any  discount.  I  do  not  think  he  would  even  consider 
a  $2  discount  to  Senator  Gooding  if  he  were  to  come  there  and  ask 
him  the  price. 

Senator  Gooding.  Cash  is  not  an  object  to  Henry. 

Mr.  Baker.  Not  a  bit:  and  there  are  some  fellows  in  New  York 
who  found  that  out  three  or  four  years  ago. 

Senator  Ralston.  I  do  not  get  your  answer  there. 

Mr.  Bakek.  There  are  some  interests  in  New  York  and  other  finan- 
cial sections  who  became  convinced  three  or  four  yeai*s  ago  that 
ready  cash  was  not  anything  to  Henry.  He  has  been  able  to  finance 
himself.  That  illustration  is  illuminating  with  regard  to  the  farm- 
ers' problem. 

Senator  Gooding.  That  is  where  you  want  to  put  the  farmer,  is 
it  not,  just  in  the  position  of  Heni*y^ 

Mr.  Baker.  Well,  I  do  not  want  to  say  that. 

Senator  Gooding.  Henry  is  master  over  the  product  of  his  own 
labor  and  of  his  investment,  and  all  those  things  ? 

Mr.  Baker.  Yes,  sir. 

Senator  Goomng.  Don't  you  think  the  farmer  ought  to  get  there  ? 

Mr.  Baker.  I  do, 

Senator  Gooding.  So  do  I. 

Mr.  Baker.  Most  assuredly,  I  think  he  ought  to  get  there. 

I  presume  I  am  trespassing  upon  your  time  at  this  time,  but  the 
fact  of  the  matter  is  that  while  most  of  the  ills  of  which  the  farmer 
complains  will  be  remedied  by  himself,  there  must  be  some  central 
controlling  power  to  make  it  to  his  benefit  to  proceed  along  proper 
lines  in  marketing.  The  theory  of  your  United  States  Department 
of  Agriculture  and  the  theory  of  the  State  department  of  agricul- 
ture has  been  to  ignore  the  marketing  end  of  the  farmer's  problem 
and  to  talk  to  him  about  making  two  blades  of  grass  to  grow  where 
one  has  grown  befoi-e;  and  his  experience  has  taught  him  that  he 
has  got  less  for  the  two  than  he  would  have  got  if  they  had  left  him 
alone  and  let  him  grow  one. 

The  problem  as  it  appeals  to  me  and  as  it  appeals  to  our  people 
lip  there  is  that  some  step  should  be  taken  to  stabilize  the  prices  of 
farm  products,  and  we  may  reason  from  cause  to  effect  with  regard  to 
that  matter.  What  is  it  that  increases  the  price  of  eggs  in  the  winter 
over  the  price  of  eggs  in  the  summer?  It  is  because  less  of  them 
are  available  for  marketing.  The  price  of  wool  will  go  up  in  this 
country  if  there  is  an  excessive  demand  and  a  limited  supply. 

Senator  Gooding.  Well,  now,  is  that  true  with  regard  to  eggs? 

Mr.  Baker.  Well,  it  is  true  with  regard  to  what  might  be  called 
fresh  eggs.     Of  course  their  system  of  storage  puts  us  in  position 

where 

Senator  (tooding  (interposing).  The  fact  is  that  there  are  more 
eggs  available  for  the  market  in  the  wintertime,  when  they  are  in 
the  hands  of  the  man  who  has  cold-storage  facilities,  than  any  other 
time  of  the  vear.  There  are  less  in  the  spring  of  the  year  before 
they  commence  storing  them.  There  is  a  summer  supply,  the  big 
end  of  the  summer  supply,  at  the  beginning  of  the  winter,  but  they 
are  not  in  the  hands  of  the  farmer. 
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Mr.  Hakkr.  But  you  can  ^o  into  the  city  of  Detroit  to-day  and 
buy  cold-storage  e^gs  for  30  per  cent  of  what  you  can  buy  a  fresh 
egg.  And  why  is  the  fresh  egg  higher  in  January  than  it  is  dn 
July^  Hecause  of  the  restricted  output.  Tlie  hens  are  not  work- 
ing so  hard  in  the  winter. 

Senator  (Jooding.  There  is  not  that  spread  between  the  fresh-laid 
I'gg  in  V>'ashington  here  and  the  cold-storage  e^if:^.  They  are  all 
li'csh  here. 

Mr.  Bakkk.  They  probably  assume  that  you  fellows  here  are  glad 
to  take  anything  you  can  get. 

Senator  (toodixc.  Well,  1  guess  we  are. 

Mr.  Baker.  But  Avhen  you  have  a  rise  in  the  i)rice  of  any  faini 
product  there  are  no  outside  influences  aside  from  the  speculators 
on  the  l)oard  of  trade  that  are  interested  in  the  question  as  to  whether 
the  price  of  wheat  goes  up  or  goes  down,  and  their  interest  is  local. 
'J'heir  interest  is  of  short  duration.  They  buy  wheat  on  the  |)rice 
that  would  be  of  the  1st  of  May,  and  of  course  they  are  not  in-{ 
terested  in  it  beyond  the  time  that  their  contract  calls  for. 

Senator  Kai.ston.  In  that  connection,  Mr.  Baker,  to  what  do  you 
ascribe  the  fall  in  the  price  of  wheat,  particularly.  To  what  in- 
fluence do  you  attribute  it  setting  in  so  soon  after  you  got  30  cents 
j)er  bushel  tariffs 

Mr.  Bakkr.  Well.  I  think  I  have  made  myself  clear  on  that  sub- 
ject.    I  don't  think  the  tariff  had  anything  to  do  with  it. 

Senator  Kalston.  I  understood  you  that  way  first,  then  in  your 
second   answei-   I   got  a  different  impression.     I  just  wanted  to  be 

clear  about  it. 

Mr.  Baker,  in  Senator  Ladd's  territory  and  Senator  Frazier's 
territory,  up  there  in  the  Northwest,  they  raise  a  kind  of  wheat  that 
can  not  be  raised  in  the  State  of  Indiana  and  in  the  State  of  Michi- 
gan. Our  millers,  however,  have  to  have  a  certain  percentage  of 
that  wheat  in  order  to  mill  winter  wheat,  or  soft  spring  wheat,  and 
there  is  an  extraordinary  demand  for  that  hard  wheat  up  there  in 
l>roportion  to  its  supply.  Part  of  it  is  grown  in  Canada.  If  our 
fellows  can  keep  the  ('anadian  fellows  from  shipping  in,  the  other  fel- 
lows will  have  to  bid  up  or  they  can  not  get  it,  and  they  have  an  ad- 
vantage which  is  produced  artificiallv  by  the  tariff.  But  take  it  in 
vour  State  of  Indiana — you  won't  find  a  man  down  there  in  the 
State  of  Indiana  who  is  alive  and  well  who  will  tell  you  that  the 
tariff  on  wheat  does  him  any  good. 

Senator  Kalston.  To  what  extent  are  you  benefited? 

Mr.  Baker.  In  my  country? 

Senator  Ralston.  Or  Senator  Ladd's  country. 

Mr.  Baker.  I  don't  know,  but  I  rather  imagine  to  a  small  per 

cent. 

Senator  Kalston.  AVhat  proportion  of  your  wheat  growers  are 

hard-wheat  growers? 

Senator  Ladd.  They  are  all  hard-wheat  growers.  There  are  no 
soft-wheat  growers,  no  winter  wheat,  but  we  have  a  durum  wheat, 
and  that  constitutes  about  25  per  cent. 

Mr.  Baker.  I  had  that  impression,  but  I  did  not  remember. 
About  25  per  cent  of  the  wheat  crop  in  North  Dakota  is  that  wheat 
which,  if  you  pick  it  up  and  bite  it,  it  is  comparable  to  rice. 
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Senator  Ladd.  It  is  used  for  making  macaroni  and  spagetti. 

Mr.  Baker.  What  was  your  question.  Senator  Ralston? 

Senator  Ralston.  Leaving  the  tariff  for  a  minute,  to  what  do  yon 
attribute  the  low  price  of  wheat? 

Mr.  Baker.  Well,  I  have  a  cause  in  my  mind  to  which  I  attribute 
the  general  decline  in  farm  prices.  For  instance  this  card  here  says 
that  the  Secretary  of  Agriculture  stated  on  the  1st  of  January,  1923, 
that  there  has  been  a  decline  in  the  price  of  real  estate  in  the  United 
States  that  aggregated  $13,0()0,000,0()(),  one-half  of  the  cost  of  the 
World  War— ^that  is,  our  part  of  it.  Now  then,  it  says  that  the 
purchasing  power  of  the  dollar  was  3o  per  cent  below  what  it  was  in 
1914.  Now,  I  am  not  one  of  those  who  will  ascribe  that  to  an  act  of 
God. 

Senator  Ralston.  That  is  what  I  am  trying  to  find  out.  Now 
you  have  eliminated  God  and  the  tariff.     What  next? 

Mr.  Baker.  After  we  have  eliminated  the  tariff  and  the  Almighty, 
I  attribute  it  to  the  deliberate  policy  of  deflation  that  was  entered 
upon  in  1920. 

Senator  Ralston.  When  did  that  begin  to  show  its  effect  upon  the 

farmers  in  vour  section? 

Mr.  Baker.  The  last  of  1920  and  in  1921. 

Senator  Smith.  Mr.  Baker,  to  what  do  you  attribute  the  radical 
difference  in  the  effect  of  deflation  on  farm  products  and  other 
products?  Farm  products,  of  course,  have  gone  down  very  much 
below  other  products.     To  what  do  you  attribute  that? 

Mr.  Baker.  If  you  will  be  a  little  more  specific  in  your  question. 
Senator,  I  will  try  to  answer  it. 

Senator  Smith.  In  other  words,  farm  products  have  decreased. 

Mr.  Baker.  Our  wheat,  for  instance — wheat  and  hogs. 

Senator  Smith.  Wheat  and  hogs? 

Mr.  Baker.  And  cotton. 

Senator  Smith.  They  have  gone  down  out  of  all  proportion  to  the 
manipulated  price  of  manufactured  products  of  those  very  things. 

Mr.  Baker.  I  ascribe  that  to  the  tariff.  You  know  before  the 
w^ar,  in  1914,  the  Secretary  of  Agriculture  says  the  farmer's  dollar 
bought  a  hundred  cents  worth  of  goods.  On  the  1st  of  January. 
1923,  the  products  that  a  man  had  that  would  bring  a  hundred  cents 
in  1923,  when  he  got  it,  would  only  buy  64  cents  worth.  The  farmer 
by  reason  of  his  being  a  producer  of  the  requirements  of  the  nation 
absolutely  stands  naked  in  the  presence  of  the  tariff,  excepting  Sen- 
ator Ladd's  rice  growers  up  there. 

Senator  Gooding.  Don't  you  think  they  helped  the  sugar  grower? 

Mr.  Baker.  It  helped  our  wheat  growers. 

Senator  Gooding.  And  the  wool  growers? 

Mr.  Baker.  I  am  not  so  well  satisfied  about  the  wool  growers.  I 
sold  my  wool  in  1922  for  19  cents  a  pound,  and  a  man  could  have  got- 
ten into  a  physical  encounter  with  me  who  came  along  and  sug- 
gested to  me  at  that  time  that  the  price  had  been  artificially  increased 
%  the  tariff. 

Senator  Gooding.  But  you  do  know  that  wool  was  on  the  free  list 
and  the  country  was  flooded  with  wool,  and  nobody  could  sell  wool  at 
all,  regardless  of  the  tariff,  or  anything  else,  until  that  surplus  was 
used  up?     You  are  selling  it  at  50  cents  a  pound  now,  are  you  not? 

Mr.  Baker.  Forty  cents. 
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Senator  Gooding.  That  is  pretty  good. 

Mr.  Baker.  That  was  a  considerable  increase  over  12  cents.  But 
don't  forget,  at  the  time  we  were  selling  wool  at  12  cents  a  pound 
we  were  paying  prices  for  wool  products  that  were  at  least  100  per 
cent  in  advance  of  what  they  were  in  1914,  and  for  the  benefit  of 
those  gentlemen  who  come  from  the  South  I  want  to  observe  that 
whatever  application  the  tariff  may  have  had  to  them,  we  are 
conscious  of  the  fact  that  the  10-cent  cotton  sock  we  farmers  used 
to  buy  before  the  war,  three  pair  for  a  quarter,  are  selling  now  in 
my  section  of  the  country  for  25  cents  per  pair,  and  our  dollar  only 
buys  63  cents'  worth  of  them  at  that. 

Senator  Gooding.  That  is  the  reason  that  your  dollar  is  only 
worth  63  cents,  you  know,  because  that  is  all  you  can  buy  with  it. 

Senator  Kendrick.  I  iuidei*stood  the  witness  was  about  to  offer 
some  suggestion  here  in  the  way  of  legislation. 

Mr.  Baker.  That  is  what  I  hope  to  do,  and  then  I  hope  to  go  on 
iny  way  rejoicing. 

I  had  started  to  illustrate  in  my  feeble  way  the  fact  that  demand, 
even  if  it  is  artificially  stimulated,  tends  to  an  increased  price. 
Where  I  live  in  Michigan  was  one  of  the  greatest  lumber  sections 
of  the  State,  or  of  the  United  States,  and  it  was  a  thing  that  was 
accepted  as  axiomatic,  I  might  state,  that  when  two  bosses  wei*e  look- 
ing for  men  and  found  one  man  his  wages  were  likely  to  be  satisfac- 
tory, but  when  two  men  were  chasing  one  boss  the  situation  was  very 
materially  different.  1  assume  that  to  translate  that  into  language 
that  would  express  the  present  condition,  it  is  a  fact  that  if  the  de- 
mand for  the  wheat  that  is  grown  in  the  United  States  is  increased, 
or  its  process  of  marketing  was  straightened  out,  or  some  of  the 
parasites  were  pried  oft'  from  the  program,  we  might  expect  a  more 
stable  and  better  price  for  wheat ;  and  my  purpose  in  being  here  is  to 
suggest  to  the  Senate  Conunittee  on  Agriculture  that  we  think  that 
the  Norris-Sinclair  bill  oft'ers  a  means  by  which  that  may  be  at- 
tained. 

I  do  not  care  to  enter  into  a  discussion  of  the  provisions  of  this 
measure,  but  that  to  have  a  Government  corporation  that  will  go 
into  the  market  as  an  individual  might  go  into  the  market,  with 
the  power  to  spend  $6()0,0()(),()(H)  in  the  purchase  of  wheat,  it  could 
not  but  have  a  bullish  effect  upon  the  market,  and  if  there  is  any- 
})ody  in  all  of  the  United  States  at  the  present  time  that  needs  the 
benefit  of  a  bull  movement  in  their  behalf  it  is  the  men  on  the  farms. 
I  have  heard  of  none  of  the  niannfacturin<r  interests  of  this  comitrv 
ccmiplaining  about  tlie  situation  that  exists  at  the  present  time.  I 
liave  heard  no  roar  from  the  railorads  about  the  depressed  conditions 
under  which  they  are  operating.  The  old  defunct  Pere  Marquette 
system  of  Michigan  that  by  the  report  of  tlie  railroad  conmiission 
had  an  excess  of  $45,0(M),()00  of  water  pumped  into  its  system  on 
which  they  hoped  some  time  to  pay  dividends,  under  the  Esch- 
Cummins  law  is  paying  dividends  on  the  money  that  was  put  into 
it  and  on  the  water  that  was  pumped  into  it.  Its  stock  that  was  on 
the  market  as  waste  paper  during  my  first  experience  in  the  legis- 
lature is  now  selling  at  fancy  prices. 

Senator  Gooding.  Have  you  thought  out  any  situation  which  by 
legislation  tlie  farmers  can  be  helped  to  organize  t  Have  you  given 
that  matter  any  thought? 
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Mr.  I^AKEij.  Organization  of  farmers  per  se  is  admitted,  by  the 
men  among  the  farmers  who  think,  to  be  a  failure. 

Senator  GooDiN(}.  I  am  talking  about  organizing  for  orderly  mar- 
keting, you  know. 

Mr.  Bakek.  Well,  that  is  what  they  are  attempting  to  do.  That 
is  what  we  are  attempting  to  do,  but  we  foresee  failure  in  that 
because  of  tlie  lack  of  proper  financing.  The  Norris-Sinclair  propo- 
sition places  at  the  disposal  of  those  who  would  handle  this  market- 
ing problem  of  the  farmer  an  aggregate  of  about  $700,000,000,  and 
$700,000,000  to  the  ordinar}^  man  connected  with  the  farm  proposi- 
tion, the  agricultural  proposition,  in  marketing  efforts,  looks  like — 
well,  it  looks  to  them,  I  suppose,  a  good  deal  like  Pike's  Peak  did 
to  me  when  I  fii*st  saw  it. 

Senator  Ralston.  Mr.  Baker,  T  don't  want  to  suggest  anything 
that  is  not  workable,  and  I  have  not  that  in  my  mind.  I  have  been 
very  much  interested  in  your  whole  story,  and  particularly  in  the  last 
statement  with  reference  to  favoi*s  that  have  been  shown  to  rail- 
roads, if  they  be  favors,  and  I  am  not  discussing  that  nor  the  situa- 
tion with  respect  to  manufacturers,  but  are  you  offering  tliat  as  a 
suggestion  as  to  why  governmental  and  legislative  faA^oi*s,  as  I  under- 
stand you,  should  be  shown  to  the  farmers?  Now,  what  would  be 
your  impression  if  we  were  to  go  out  of  this  favoring  business  en- 
tirely and  let  the  different  businesses  stand  on  their  own  merit  un- 
aided by  the  Government  beyond  the  protection  that  is  given  to  them? 
What  effect  would  that  have  on  the  farmers'? 

Mr.  Baker.  You  mean  at  this  time  to  absolutely  and  positively 
abandon  the  protective-tariff  idea? 

Senator  Ralston.  Not  wholly.  I  don't  mean  that,  but  gradually 
lead  that  way. 

Mr.  Baker.  Well.  I  will  make  this  statement,  that  if  I  felt  that 
the  Congi*ess  of  the  United  States  was  disposed  to  and  was  alwut 
to  abandon  that  kind  of  legislation,  temporarily  or  permanently,  I 
think  I  would  go  to  Mexico,  because  of  the  result  of  unsettling  the 
business  of  the  country. 

Senator  Ralston.  Well  then,  if  the  Government  gives  the  farmer 
special  favors 

Mr.  Baker.  Well,  1  wish  to  correct  you  on  that,  that  we  are  asking 
for  no  special  favors. 

Senator  Ralston.  You  are  asking  the  Government  to  protect  the 
farmers  in  some  way. 

Mr.  Baker.  We  don't  regard  anything  as  special  that  is'  common. 

Senator  Ralston.  How  is  that? 

Mr.  Baker.  I  don't  regard  a  favor  as  special  to  us  that  is  comimn 
to  other  interests. 

Senator  Ralston.  That  is  just  what  I  am  coming  to.  Would  pro- 
tecting you  in  3'our  wheat,  that  is,  legislating  so  as  to  increase  the 
price  of  your  bushel  of  wheat  help  the  man  who  works  in  the  factory 
and  who  has  to  buy  the  loaf  of  bread  for  his  children? 

Mr.  Baker.  The  man  who  works  in  the  factoiy  and  buys  a  loaf  of 
bread  is  absolutely  not  concerned  as  to  whether  the  flour  that  gees 
into  the  loaf  of  bread  costs  the  man  who  makes  it  a  cent  and  a  quarter 
or  a  cent  and  three-eights,  and  any  change  that  we  might  make  in 
accordance  with  the  provisions  of  the  Norris-Sinclair  bill  would  af- 
fect the  price  of  flour  that  gees  into  a  loaf  of  bread  probably  less 
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than  one  iiiill.  But  suppose  wo  ^ive  them  all  the  leeway  they  want 
and  say  it  increased  it  a  half  a  cent,  where  hiead  sells  for  10  cents 
it  would  not  after  that  sell  for  over  10^  or  11  cents. 

Senator  Gooi)iN(i.  I  saw  a  statement  this  morning  where  bread  in 
London  made  out  of  flcur  shipped  from  this  country  after  it  has 
paid  freight  to  deliver  it  to  them  in  En<rland  is  sellin<r  for  about  50 
per  cent  of  what  it  is  selling  in  this  country. 

Mr.  Bakek.  Yes. 

Senator  Goodixk.  And  after  the  freight  has  been  paid  and  the 
transportation  and  the  cost  of  getting  it  over  there.  So,  I  think,  as 
Mr.  Baker  says,  so  far  as  the  price  the  farmer  gets  is  concerned,  the 
laboring  man  is  net  hurt  very  much  by  this. 

Mr.  Baker.  He  is  not  concerned  about  it  at  all.  In  fact,  the  labor- 
ing man,  organized  labor — and  they  are  the  ones  of  whom  you  speak 
if  you  speak  of  any  one  at  all — want  to  see  the  farmer  get  a  fair 
price  for  his  labor. 

Senator  Johnson.  Mr.  Baker,  I  have  to  go,  and  I  think  I  would 
like  to  ask  you  a  question.  Now,  you  think  the  Xorris-Sinclair  bill 
will  help  the  farmei-s? 

Mr.  Baker.  Yes,  sir. 

Senator  Johnson.  And  how  long  will  it  take  before  we  get  any 
benefit  under  that  bill? 

Mr.  Baker.  Hoav  long  will  it  take? 

Senator  Johnson.  Yes;  about  how  long  w^ill  it  take? 

Mr.  Baker.  That  will  depend  entirely  on  how  quick  the  Congress 
acts  upon  it  and  how  quick  the  matter  is  placed  in  operation.    That 

is  up  to  you. 

Senator  Johnson.  You  have  studied  the  Goodnig  bdl,  have  you  ? 

Mr.  Baker.  I  have  read  the  Gooding  bill. 

Senator  Johnson.  You  don't  think  that  the  farmers  can  get  im- 
mediate relief  under  that  bill  better  than  under  the  Xorris-Sinclair 

bill,  do  you? 

Mr.  Baker.  I  have  not  read  the  Gooding  bill  lately.  I  read  it  at 
the  time  it  was  introduced  and  considered  it  some.  1  have  also  read 
this  bill  that  was  introduced  by  the  Senator  from  North  Dakota. 

Senator  Ladd.  Senator  Norbeck. 

Senator  Johnson.  Now  Mr.  Baker,  I  am  interested  in  your  state- 
ment here,  and  I  think  we  agree  except  on  one  point. 

Mr.  Baker.  All  right,  let  us  have  that  point. 

Senator  Johnson.  Wliat  the  farmer  wants  is  immediate  relief 
now.     H^  can  not  wait  five  or  six  years. 

Mr.  Baker.  No. 

Senator  Johnson.  You  agree  with  me  in  that  ? 

Mr.  Baker.  Sure. 

Senator  Johnson.  I  gather  from  your  statement  that  you  think 
by  cooperative  marketing  we  will  be  benefited  and  probably  eventu- 
ally helped  out  ? 

Mr.  Baker.  Cooperation  on  the  part  of  the  farmers,  do  you  mean  ? 

Senator  Johnson.  Yes. 

Mr.  Baker.  Well,  I  am  beginning  to  doubt  it. 

Senator  Johnson.  Here,  for  instance,  in  yoi^i^  livestock,  19  years 
ago  we  organized  the  first  livestock  local  sittiation.  We  got  away 
with  the  middleman.  Four  years  ago  w^e  started  in  to  sell  livestock 
on  the  terminal  market.     Now  we  are  very  successful  in  that,  but 
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we  dont  set  any  price.  The  little  benefit  we  get  is  just  in  that 
Mnall  way,  and  we  take  their  place,  and  that  is  all  there  is  to  it. 
Xhat  IS  cooperation,  absolutely.  I  am  not  talking  against  the  Nor- 
ns-bmclair  bill,  you  understand,  but  I  want  to  find  out  what  vou 
think  about  these  things,  that  if  we  now  get  the  Government  to  ap- 
propriate hundreds  of  millions  of  dollars  to  go  even  part  way,  don't 
you  think,  Mr.  Baker,  while  we  wait  for  a  bill  of  that  kind  to  eo 
into  effect,  we  ought  to  have  emergency  legislation  now  to  help  us 
over,  because  we  are  losing  all  the  time? 

Mr.  Baker.  You  overlook  the  fact  that  my  friend  Fordney  from 
Michigan  put  over  an  emergency  tariff  that  was  intended  to  benefit 
of  that  k^'^slati      ^'"^  ^^PI^^^^  *«  be  now  in  receipt  of  the  benefits 

Senator  Gooding.  Is  there  any  doubt  in  your  mind  that  the 
emergency  tariff  bill  did  help  the  farmer?  I  would  like  to  gBt  y ™ 
Ideas  clear  on  the  tariff.  They  have  been  mixed  up  here  so  bad  it  is 
pretty  hard  for  me  to  understand  where  you  are  at.  You  say  you 
would  go  to  Mexico  if  we  disposed  of  it?  '  ^ 

Mr.  Baker.  Now,  don't  get  confused  about  that. 

<nr  l!il%^'!°°'''*'-  •■5^°'  ^f  "^  not  confused.    I  don't  think  the  Sena- 
»/        ^'"i'^na  quite  understands  you. 

nn^";  ?/fw  i''^^  eff^t  of.the  introduction  or  establishment  of  a 
policy  of  that  kind  at  this  time  would  be  to  so  disarrange  the  busi- 
ness of  the  country  that  the  wheels  of  industry  and  thf  whLk  of 
everything  else  would  stop,  necessarily,  and  I  d4d  that  situation 

Senator  Goodixo.  Well,  I  don't  understand,  Mr.  Baker,  whatZ,d 
cooperation  and  organization  of  the  farmers  for  orderly  marEc 
would  do,  or  what  good  it  would  be,  unless  you  first  pro^t  them 
m  the  American  market,  which  is  the  best  market  in  the  S  a^ 
we  can  not  protect  them  except  by  cutting  out  foreign  surXs  Now 
then,  organization  won't  do  him  any  good,  he  can  not  fix  the  pri^ 

h7±h7  hit'  ^^f^A  P''^''''/  '^^^^^^  ^"  '^••'i^rfy  marketing  s?S^ 
fL    ^}   ^  benefited     We  have  found  the  toba^o  people  Tnd  even 

^oLT^K^rf^^T  helping  themselves  in  the  markets  of  their  own 
country,  but  It  strikes  me  where  at  least  there  is  a  surplus  in  this 

M.^^!^^  ^"w^''  '^"  ^  ^P^*^  «"t  by  a  protectiveTariff. 
r>l^  w    f-  ^^±g^^  perfectly  on  that  when  there  is  not  a  sur- 
plus? ""  '^^"^  °*  ^^^  *^*'"''*'7  *^*^«  ^«  ««t  h^d  a  lur- 
thi^i^*'"'  ^°*'"'^*'-  ^"*  y<>»  have  not  got  a  surplus  in  a  great  many 

^.L?''^^"-  ^^"'  ?>*^'^^®^*'  ?  ^'^  talking  about  wheat. 
Senator  Gooding.  Of  wheat  that  is  true. 

Mr  Baker.  The  tariff  on  potatoes,  as  I  have  indicated  will  bp  nf 

S  go%*STtff  the  S  ^^  °*  MichigaVt'tiSf^  ^hin^he 
prices  go  up  so  that  the  Canadian  people  can  jump  over  the  tariff 

Senator   Gooding.  I  don't  think  there  is  really   any  difference 

^  eTUtr/'^-ff-  ^»  "^/'^^X^P'^  h'^^^  been  bene/ted  toTo^ 
extent  by  the  tariff  on  wheat.  The  people  of  the  Northwest  where 
they  go  into  competition  with  the  high-protein  wheat  frZ^Canad^ 
have  been  very  materially  benefited,  to  the  eS  of  To  cente  a 
83904— 25— PT 1 3 
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busliel.  Tliose  are  tlie  records  that  the  markets  sIjow  since  the  pas- 
sage of  the  eiiiergencv  tariff  bill. 

Mr.  Bakkk.  Yes;  but  the  benefit  is  so  negligible  from  the  stand- 
point of  the  general  wheat  producer. 

Senator  Gooding.  Taking  the  total,  1  am  (juite  willing  to  agree 
with  you ;  but  if  it  benefits  them,  of  course  it  helps  the  other  wheat 
growers  to  some  extent.  There  is  no  question  about  that.  What  we 
are  after  and  what  we  have  got  to  work  for — and  I  am  a  farmer, 
the  same  as  you  are,  Mr.  Baker — is  a  balanced  condition  on  the  farm. 
The  farmer  has  got  to  move  up  and  do  business  the  same  as  Mr. 
For  does,  the  same  as  the  steel  people  do,  and  everybody  else,  as 
far  as  that  is  concerned.  How  can  we  get  him  there?  Can  you  offer 
any  suggestion  in  the  way  of  legislation  that  will  help  to  step  the 
farmer  up  the  same  as  everybody  else  is  doing  in  the  country^ 

Mr.  Baker.  We  have  this  suggestion  to  make,  that  anything  that 
may  be  done  that  will  enhance  his  market  outlet  can  not  result  in 
anything  but  an  appreciation  of  the  price  that  he  receives — an  orderly 
market.  You  must  not  get  away  from  the  proposition  of  an  orderly 
market. 

The  normal  consumption  of  wheat  in  the  United  States  I  under- 
stand is  600,000,000  bushels  in  a  year.  It  will  be  possible  to  abso- 
lutely break  the  market  for  wheat  in  the  United  States  with  300,- 
000,000  bushels  if  no  information  was  given  out  on  which  people 
could  determine  just  exactlv  what  was  in  sight.  If  you  take  300, 
000,000  bushels  of  wheat  aiid  put  200,000,000  bushels  of  it  on  the 
market  within  a  week  at  any  time  of  the  year,  the  price  woidd  go 
down  the  toboggan.  That  would  involve  the  question  of  orderly 
market.  If  we  can  merchandise  our  stuff*,  if  it  can  be  done  by  us 
directly,  or,  if  not  that  way,  if  a  governmental  function  will  be 
placed  out  there  that  will  enable  us  to  do  it  indirectly,  the  orderly 
marketing  of  our  crop  would  permit  us  to  have  something  to  say 
about  w^hat  the  price  should  be,  which  we  have  not  now. 

Senator  Gooding.  You  can  not  have  that  without  organization, 
can  you? 

Ml'.  Baker.  No;  and  we  do  not  expect  to  get  it  by  common  con- 
sent among  the  farmers.  We  have  a  hardwood  lumber  association  in 
my  section,  and  the  hardwood  lumber  manufacturers  got  together 
and  said,  "  We  ai*e  putting  too  much  lumber  on  the  market.  The 
price  is  all  shot  to  pieces  because  there  is  too  much  lumber  on  the 
market.  Now,  then,  we  will  go  out  and  I'estrict  the  output  of  lumber 
25  per  cent  in  the  State  of  Michigan'';  and  all  those  fellows  stepped 
up  and  signed  a  paper  that  they  would  curtail  the  production  for 
the  succeeding  year  55  per  cent.  A  friend  of  mine  who  lives  within 
30  miles  of  my  place,  a  large  hardwood  lumber  producer,  says  every 
one  of  those  fellows  went  home  and  increased  the  output  25  per  cent, 
because  he  assumed  that  the  other  fellows  were  going  to  do  what 
they  said  they  were  going  to  do;  and  if  they  did  he  would  put  out 
twice  as  much  lumber  next  year  as  he  did  before,  and  he  would  be 
in  a  position  to  make  a  killing. 

Senator  Smith.  Now,  why  did  you  not  draw  up  your  contract  so 
that  in  the  event  of  his  doing  that  he  would  be  likely  to  suffer  the 
entire  loss?  In  cooperative  marketing,  I  am  talking  about,  in  to- 
bacco and  cotton,  there  is  a  penal  clause  that  whatever  contract  you 
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sign  is  maintained  in  the  courts;  and  both  the  Supreme  Court  of  i 
State  of  North  Carolina,  and  I  believe  of  South  Carolina,  hi.  _ 
maintained  its  legality,  so  that  when  you  sign  j'ou  stay  hitched. 

Mr.  Baker.  You  are  fortunately  situated  in  relation  to  the  market- 
ing of  cotton  and  tobacco  in  the  sense  that  there  are  limitations  to  it 
that  make  it  possible  to  do  that,  but  when  you  come  to  the  proposi- 
tion of  marketing  potatoes,  and  when  you  come  to  the  proposition 
of  marketing  something  that  is  grow^n  from  Washington  to  Florida, 
and  potatoes  are  grown  in  every  State  in  the  Union,  and  they  tell  me 
they  are  raising  mighty  good  crops  of  them  in  Alaska 

Senator  Goodixg.  The  principle,  however,  of  controlling  the 
market  is  the  same  in  every  State  in  the  Union. 

Mr.  Baker.  Yes. 
Senator  Gooding.  If  3'our   farmers  can   not   get   together   and  do 
this  thing,  and  there  is  not  any  honor  among  them,  and  they  won't 
stand  b}^  their  contract,  you  can  not  help  them  very  much. 

Senator  Smith.  You  will  have  to  have  in  your  farmers'  coopera- 
tive organization  the  same  power  that  a  corporation  out  here  has  in 
the  manipulation  of  its  stock. 

Mr.  Baker.  Yes,  absolutely.  But  assuming  that  that  program 
offered  the  relief  that  we  seek,  how  much  time,  how  long  would  it  be 
before  we  get  it?  They  say  that  it  was  not  very  good  policy  for 
those  fellows  to  quarrel  while  Christ  was  being  crucified.  How 
long,  while  the  christ  of  agriculture  is  bein^  crucified,  will  it  l>e  be- 
fore something  will  be  worked  out  that  will  be  capable  of  coping 
with  tlip  situation  ? 

Senator  Smith.  In  our  section  we  have  been  suffering  the  same 
condition,  with  no  prospect  of  relief,  and  if  we  were  going  to  per- 
manently relieve  it,  we  felt  we  had  better  lay  the  foundation  Avould  bi> 
that  permanent  relief,  and  we  thought  the  foundation  would  he 
getting  those  who  produced  the  stuff  to  realize  that,  as  you  illustrated 
a  moment  ago,  where  two  bosses  were  seeking  one  man,  that  one  man 
would  get  pretty  good  wages,  but  when  two  men  were  seeking  one 
boss,  they  were  out  of  luck.  Therefore,  by  concentrating  our  cotton 
output  and  our  tobacco  output  into  the  hands  of  one  agent  or  ono 
organization,  I  should  say,  and  legally  binding  ourselves  to  certain 
things,  so  that  recovery  could  be  made  in  case  we  breached  the  con- 
tract, then  when  we  got  a  majority  of  the  producers  to  sign  and  we 
owned  and  controlled,  through  that  organization,  the  major  per 
cent  of  that  output,  we  could  name  the  price,  because  w^e  held  con- 
trol of  the  majority  of  stock  in  it.  and  we  are  approximating  that 
in  the  cotton  production.  It  is  growing  by  leaps  and  bounds,  be- 
cause men  realize  that  if  I  am  competing  in  the  market  with  you 
and  every  cotton  producer  is  rushing  to  the  market  and  competing, 
the  fault  lies  with  us. 

Senator  Ladd.  I  suppose  the  hour  has  arrived  when  we  will  have 
to  adjourn,  and  I  think  we  will  have  to  rather  hasten  this  hearing 
a  little  bit.  ^ 

Senator  Kendrick.  Before  we  adjourn  I  want  to  ask  Mr.  Baker 
if  he  has  any  further  suggestions  to  give  us,  if  he  will  continue  at 
another  meeting.  I  have  been  very  much  interested  in  his  state- 
ment, and  I  think  lie  has  not  concluded. 

Mr.  Baker.  Well,  I  have  made  the  suggestion  that  we  are  here 
offering  the  Norris-Sinclair  bill  as  a  measure  that  we  expect  will 
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produce  a  measure  of  relief  in  the  situation  that  would  be  very 
satisfactory,  and  we  hope  that  you  will  give  to  it  that  consideration 
which  its  importance  justifies;  and  the  present  condition  of  the 
farmer— I  want  to  tell  you  that  you  know  they  say  that  the 
French  Kevolution  was  brought  about  by  the  profligate  display  of 
wealth  and  affluence  on  the  part  of  privileged  classes  in  France,  and 
we  farmers  up  there  are  cautioning  our  women  to  be  very  careful 
about  exhibitions  of  undue  prosperity. 

Senator  Ladd.  We  will  have  to  adjourn  now  until  to-morrow  at 
10  o'clock,  when  we  will  continue  the  hearings  on  these  bills. 

(The  hearing  was  thereupon  adjourned  until  10  o'clock  a. 
Tuesday,  January  8,  1924.) 
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TUESDAY,  JANUABY  8,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
room  326,  Senate  Office  Building,  Senator  George  W.  Norris  pre- 
siding, /o,      ,. 

Present:  Senators  Norris  (chairman).  Capper,  Keyes,  Croodmg, 
I^add,  Norbexik,  Harreld,  McKinley,  Johnson,  Smith,  and  Kendrick. 

The  Chairman.  The  committee  will  come  to  order.  Who  is  the 
first  witness? 

Mr.  Marsh.  Mr.  Bowen. 

STATEMENT  OF  MR.  A.  E.  BOWEN,  MINNEAPOLIS,  MINN. 

The  Chairman.  First  state  for  the  record  your  name  and  resi- 
dence ? 

Mr.  Bowen.  A.  E.  Bowen,  of  Minneapolis,  Minn. 

The  Chairman.  What  is  your  business,  Mr.  Bowen? 

Mr.  Bowen.  Lecture  work. 

The  Chairman.  And  in  what  line? 

Mr.  Bowen.  Well,  with  farmers'  organizations. 

The  Chairman.  Are  you  connected  with  any  farmers'  organiza- 
tions? 

Mr.  Bowen.  I  am  here  as  the  representative  of  an  organization 
known  as  the  Petition  Plan  Association,  an  organization  organized 
for  the  purpose  of  petitioning  this  Congress  for  the  purpose  of  sta- 
bilizing the  price  of  agricultural  products. 

The  Chairman.  That  is  a  new  organization.    At  least  there  has 

been  little  heard  about  it?  •  •  •      i, 

Mr.  Bowen.  That  organization  was  brought  into  existence  m  the 
latter  part  of  August  of  this  year,  or  last  year,  1923,  by  a  group  of 
farmers  in  Decker  County,  Minn.  At  that  time  stabilization  meet- 
ings had  been  held  in  various  parts  of  Minnesota  and  resolutions 
adopted  by  the  gatherings.  Sometimes  the  resolutions  were  tele- 
graphed to  the  President,  and  a  committee  was  sent  from  those 
Northwestern  States  to  call  on  the  President,  asking  him  to  call  a 
special  session  of  the  Congress  to  stabilize  the  price  of  agricultural 
products.  Some  farmers  felt  that  a  mere  resolution  adopted  by  a 
gathering  was  not  as  definite  and  did  not  mean  as  much  as  though 
the  farmers  were  asked  to  actually  sign  petitions,  so  at  Detroit,  Minn., 
an  organization  was  organized  known  as  the  Petition  Plan  Associa- 
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tion,  and  they  employed  lae  to  hold  their  meetings,  and  for  sevenil 
weeks  after  that  I  held  several  meetings. 

The  Chairman.  Where  ^ 

Mr.  BowEN.  In  Minnesota,  North  Dakota.  Wisconsin,  and  Kansas. 

The  Chairman.  You  traveled  around  and  delivered  lectures,  and 
after  that  meeting  asked  them  to  sign  petitions? 

Mr.  BowKN.  Asked  them  to  sign  petitions,  yes:  and  I  have  the  peti- 
tions from  Minnesota  and  North  Dakota  here  with  me.  I  have  not 
got  the  Wisconsin  and  Kansas  petitions,  but  1  will  try  and  have  those 
before  these  hearings  are  closed. 

The  Chairman.  How  were  they  signed^     Were  they  pretty  gen- 

erallv  signed? 

Mi".  BowEN.  Practically  100  per  cent  at  the  meetings. 

The  Chahiman.  How  were  the  meetings  attended^ 

Mr.  BowEN.  Well,  the  meetings  were  not  very  largely  attended. 
We  held  meetings  in  country  schoolhouses  and  in  small  towns. 

The  Chairman.  Were  the  meetings  attended  by  other  than  fafm- 

ers  ? 

Mr.  BowEN.  Yes.  I  have  as  signei-s  of  the  petitions  liankers  and 
business  men,  and  T  will  mention  some  of  those  men  in  my  testimony 

this  morning. 

The  Chairman.  Now  geographically,  those  meetings  weie  held  in 
and  those  petitions  come  from  Minnesota  and  North  Dakota  ( 

Mr.  BovvEN.  Minnesota  and  North  Dakota,  yes. 

The  Chairman.  Do  you  know  how  many  meetings  you  held  all 
together? 

Mr.  BowEN.  I  think  in  Minnesota  I  held  some  J^O  meetings. 

Tlie  Chairman.  What  had  been  your  business  before  that  ? 

Mr.  BowEN.  I  had  been  for  several  years  a  national  lecturer  for 
the  Non- Partisan  League. 

Th.e  Chairman.  All  right,  Mr.  Bowen.     Now  you  may  go  ahead. 

Mr.  l^owEN.  In  giving  the  testimony  before  this  committee  this 
morning  I  wish  to  discuss  first  the  actual  conditions  in  the  farming 
sections  of  the  Central  Northwest,  particularly  the  wheat  growing 
sections,  and  I  want  to  say  to  the  committee  that  in  the  two  Dakotas 
the  wheat  raising  section  of  Minnesota  and  the  other  wheat  growing 
sections  of  that  part  of  the  country  the  farmers  to-day  are  facing 
bankruptcy.  I  have  the  word  of  "Mr.  Burtness,  the  Congressman 
from  the  first  congressional  district  of  North  Dakota,  that  in  his 
community  conditions  are  so  serious  among  the  farmers  that  in  one 
township  '30  farmers  met  one  night  to  discuss  their  agricidtural 
problems  and  decided  that  the  business  of  farming  was  so  hopeless 
that  they  appointed  a  committee  to  represent  them  and  sent  that  com- 
mittee to  town  the  next  day  to  consult  with  a  firm  of  attorneys  to  take 
them  all  through  bankruptcy  in  a  group.  Mr.  Burtness  made  that 
statement  to  the  Associated  Press,  and  it  was  published  in  September 
in  several  of  the  papers  of  the  Northwest. 

The  Chairman.  I  think  it  would  be  interesting  to  know  just  what 
happened,  so  that  we  may  know  whether  this  is  a  report  that  is 
worthy  of  consideration  here,  ^liat  did  that  conunittee  do,  and  did 
it  take  those  men  through  bankruptcy,  and,  if  so,  how  many  ? 

Mr.  BowEN.  I  have  understood  since — I  have  no  proof  of  this, 
but  it  is  my  understanding  that  the  local  bankers  of  the  community 
who  held  the  mortgages  on  the  property  of  those  men  have  made  an 
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arrangement  with  the  farmers  by  which  they  remained  on  their 
farms  and  will  remain  and  take  care  of  their  cattle,  and  tlvey  are 
helped  to  do  that  by  the  people  who  hold  their  obligations.  That  is 
mv  understanding  of  the  case. 

'I  want  to  go  a  little  bit  further  in  discussing  the  farm  situation 
and  tell  this  committee  a  conversation  I  had  with  a  banker  whom  I 
have  known  for  30  years,  since  I  was  boy,  who  is  m  the  banking 
business  at  La  Moure,  N.  Dak.,  where  I  was  born.  I  was  talking 
with  him  last  fall  about  the  panic  of  1893,  and  discussing  the 
present  condition  of  farmers.  I  suggested  to  him  that  the  conditions 
now  are  almost  as  bad  as  they  were  30  years  ago  during  the  panic. 
He  said  to  me,  "  Bov,  the  conditions  to-day  in  La  Moure  and  Dickev 
Counties  are  10  times  as  bad  as  they  were  30  years  ago.  I  said,;  Of 
course  it  is  impossible  to  be  very  much  worse,'-  and  he  said,  "  No. 
Thirty  years  ago  the  farmers  in  this  community  were  proving  up 
on  their  land.  About  the  first  thing  they  did  in  proving  up  on  then- 
land  was  to  borrow  some  money.  In  those  years  they  were  fortunate 
if  thev  could  borrow  $200.  In  some  cases  farmers  could  borrow 
more.  ^  I  loaned  in  those  days  $500  to  the  right  kind  of  farmer  on  the 
best  land.-*  He  said, ''  But  to-day  the  farmei-s  are  10  times  as  bad  off 
as  they  were  then.  Taxes  are  more  than  10  times  as  high  as  they 
were  then.  The  land  will  only  produce  one-half  as  much  as  it  did 
then,  and  the  dollar  now  will  only  buy  one-half  as  much  as  it  did 

then!"  ^  ,      , 

I  mention  that  to  show  that  it  is  not  the  farmers  only  that  are  com- 
plaining of  the  conditions  in  that  country.  And  it  is  not  only  the 
farmers  and  bankers,  but  at  a  meeting  I  held  in  Dakota.  Minn.,  when 
1  had  these  petitions  signed— by  the  way.  the  first  man  who  signed 
the  petition  at  that  meeting  was.Tames  Gronna,  son  of  former  United 
States  Senator  Gronna,  a  banker  of  that  city,  and  in  private  conver- 
sation with  Mr.  Gronna  after  the  meeting  he  told  me  that  one  store 
in  that  town,  one  mercantile  establishment,  has  outstanding  $300,000. 
They  can  not  collect  it,  and  he  said  that  concern  never  will  be  able  to 
collect  it,  because,  he  said,  all  of  the  security  the  people  own  who  owe 
this  store  is  pledged  to  the  banks,  and  he  said,  ''  I  can  see  nothing 
facing  the  merchants  of  this  community  but  bankruptcy  with  this 
terrible  condition  existing  in  agricukure." 

Now,  some  men  who  are  not  familiar  with  farm  problems  may 
thi^nk  it  is  the  farmers  fault,  and  some  people  may  ask  the  question, 
"  What  has  the  farmer  done? '-  And  I  want  to  say  in  answering  that 
question  that  the  farmer  has  done  almost  everything  that  he  has  been 
advised  to  do.  He  has  done  all  that  he  could  do.  I  remember  in 
my  earliest  recollection  in  the  farming  communities  it  was  the  advice 
of  everybody  that  the  farmer  should  raise  more — increase  production. 
In  those  days  they  said,  "  Raise  more  wheat."'  The  gospel  of  making 
two  blades  of  grass  grow  where  only  one  grew  before  was  the  doc- 
trine that  I  was  brought  up  on,  so  far  as  farming  was  concerned. 
The  farmers  have  done  it,  and  they  have  brought  about  increased 
production  until  to-day  very  nearly  everybody  re<»ognizes  the  fact 
that  we  are  raising  too  much. 

After  the  gospel  of  increased  production  had  been  preached  to  us 
for  some  yeare  they  changed  the  advice  and  told  us  to  raise  hogs: 
and  I  remember  some  20  years  ago  in  the  farm  papei-s  they  would 
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picture  the  hog  as  the  mortgage  lifter.  We  were  told  that  the  hog 
was  the  mortgage  lifter  in  this  country.  I  notice  by  Mr.  Wallace's 
last  annual  report  that  the  State  of  Iowa,  which  is  known  as  the  hog 
State,  where  they  went  into  the  raising  of  hogs  to  a  larger  extent 
than  they  did  in  any  other  State,  has  not  only  the  most  farm  mort- 
gages of  any  State  in  the  Union,  but,  according  to  Secretary-  Wal- 
lace's report,  on  the  1st  day  of  January,  1920,  Iowa  had  practically 
one-seventh  of  all  the  farm  mortgages  in  the  United  States.  One- 
seventh  !  More  than  a  billion  dollars  worth  of  farm  mortgages  piled 
up  on  the  farms  of  the  one  State  of  Iowa  alone,  where  they  went  into 
the  hog-raising  business. 

Lately  the  farmers  have  been  advised  to  go  into  the  dairy  business, 
and  I  don't  want  anything  that  I  might  say  to  be  interpreted  by  the 
committee  as  an  argument  against  going  into  the  dairy  business,  but 
I  want  to  say  this,  that  if  the  farmers  of  the  country  go  into  the  dairy 
business,  as  they  have  been  advised  to  do,  the  dairy  business  will  not 
be  as  profitable  as  it  is  now. 

This  morning  a  telegram  came  to  one  of  the  Members  of  the  United 
States  Senate,  signed  by  the  principal  dairy  farmers  of  the  State  of 
Minnesota,  protesting  against  a  certain  piece  of  legislation  that  will 
come  before  this  committee,  introduced  by  Congressman  Burtness,  to 
finance  the  purchase  of  livestock,  to  finance  the  purchase  of  dairy 
cattle.  The  dairy  farmers  themselves  protest  against  it  because  they 
say  if  the  wheat  farmers  plunge  into  the  dairy  business  it  will  flood 
the  market  with  dairy  products,  and  that  will  not  be  profitable  then. 

I  heard  a  speaker  at  the  National  Dairy  Conference  in  St.  Paul  a 
year  ago  make  the  very  absurd  statement  that  if  he  had  his  way  and 
the  American  farmers  would  take  his  advice  he  could  make  the 
American  farmers  prosperous  in  six  months,  and  his  remedy  for  con- 
ditions, and  his  remedy  for  making  them  prosperous,  was  for  every 
man  within  that  six  months  to  double  the  number  of  dairy  cows  he 
had  on  his  farm  which,  of  course,  would  be  all  right  if  you  could 
manufacture  dairjr  cows  in  a  factory,  but  the  only  good  way  to  get 
into  the  dairy  business  is  to  buy  a  cow  from  somebody  that  already 
has  her,  and  she  does  not  give  any  more  milk  after  you  buy  her  than 
she  does  for  the  man  who  has  her  now.  So  that  is  not  a  remedy  for 
the  condition  of  the  farmer. 

I  remember  years  ago  we  were  advised  to  go  back  to  the  land.  Dur- 
ing those  days  when  they  were  preaching  the  doctrine  of  increased 
production  we  were  told  that  the  movement  of  farmers  to  the  city 
was  a  dangerous  movement.  Back  to  the  land  was  the  doctrine 
preached  to  us  then.  I  noticed  in  Mr.  Wallace's  repoit  two  years  ago 
that  he  says  one  of  the  most  hopeful  signs  today  that  there  is  is  that 
farmers  and  farmers'  sons  by  the  tens  of  thousands  are  leaving  the 
farms  and  going  to  the  cities. 

I  mention  these  things  to  show  the  advice  that  is  being  given  and 
has  been  given  the  farmers. 

A  great  many  people  in  America  are  saying  that  the  great  need 
of  the  farmer  is  more  credit.  I  want  to  discuss  that  before  the  com- 
mittee for  a  moment.  Babson,  who  is  one  of  the  greatest  authori- 
ties in  the  world,  in  the  Saturday  Evening  Post  for  the  19th  of 
May,  has  an  article,  and  I  wanted  to  mention  the  Saturday  Evening 
Post,  because  it  goes  every  week  into  the  homes  of  some  5',000,000 
people.     It  goes  into  the  homes  not  particularly  of  farmers,  but 
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rather  of  people  who  live  in  the  towns,  villages,  and  cities.  As 
they  read  that  they  are  apt  to  think  the  thing  they  read  is  true. 

Babson  says  in  that  article — and  I  have  it  with  me  here  this  morn- 
ing— ^the  great  need  of  the  farmer  is  for  more  credit.  I  want  to 
say  that  the  farmer  does  not  think  so.  The  farmer  feels  he  has  had 
too  much  credit  already.  The  farmer  thinks  what  he  wants  now  is 
sufficient  cash  for  the  stuff  he  sells,  and  not  more  credit.  As  long  as 
the  farmer  sells  his  wheat  at  a  loss,  his  com  and  hogs  at  a  loss, 
nobody  can  make  him  prosperous  by  loaning  him  more  money. 
Loaning  him  money  puts  him  more  in  debt  and  gives  him  more 
interest  to  pay. 

Cooperation  is  the  thing  that  is  being  talked  to  us  now  more  than 
anything  else,  and  while  I  have  always  believed  in  cooperation,  and 
the  farmers  generally  have  believed  in  cooperation,  we  have  got  to 
admit  that  cooperation  is  not  a  success,  and  I  want  to  say  that  the 
wheat  farmer  has  lost  confidence  in  his  ability  to  save  himself  by 
voluntary  cooperation,  and  if  the  farmers  who  raise  wheat  are  ever 
going  to  successfully  cooperate,  they  have  got  to  have  a  cooperative 
where  the  farriers  are  banded  together,  riveted  together  and  ce- 
mented together  by  a  law  passed  by  this  Congress.  The  farmer  is 
scattered  all  over  the  world.  He  lives  isolated  out  there  on  his  farm. 
He  has  been  led  to  belive  that  he  is  a  little  king  of  an  empire  all 
his  own.  He  has  been  told  that  he  is  an  independent  farmer. 
I  guess  independent  is  right.  He  is  in  about  as  far  as  he  can  get, 
and  dependent  upon  everybody  else  in  the  world.  But  he  can  not 
organize  himself,  gentlemen. 

I  notice  one  of  the  members  of  the  Senate,  Mr.  Brookhart,  on  his 
return  from  Europe  this  year  talked  of  the  cooperatives  of  Denmark, 
and  how  the  American  farmer  ought  to  learn  a  lesson  from  those 
cooperatives  in  Denmark.  I  want  to  say  cooperation  in  Denmark 
proves  nothing  so  far  as  our  condition  and  our  situation  is  concerned. 
You  can  take  the  whole  Kingdom  of  Denmark  and  you  can  put  it 
in  one  corner  of  your  State  of  Nebraska  and  have  enough  Nebraska 
left  to  make  several  more  Denmarks.  The  people  there  live  close 
together.  They  speak  one  language  and  they  are  members  largely 
of  one  church.  They  are  engaged  largely  in  one  business,  the  busi- 
ness of  dairying,  the  easiest  of  all  businesses  to  make  a  success  of 
along  cooperative  lines.  But  the  American  farmer  is  scattered  all 
over  this  greatest  country  in  the  world,  and  we  can  not  solve  our 
problems  by  voluntary  cooperation. 

After  40  years — and  the  State  of  North  Dakota,  which  you  repre- 
sent. Doctor  Ladd,  has  been  settled  about  40  years — ^the  State  of 
North  Dakota  is  in  a  very  deplorable  condition,  and  I  mention  that 
because  it  happens  to  be  the  State  represented  by  Doctor  Ladd.  At 
the  end  of  40  years  you  have  created  vast  wealth,  have  fed  millions 
of  people,  shipped  out  of  the  State  everything  that  you  did  not  have 
to  eat  and  wear,  and  to-day,  after  giving  that  tremendous  wealth, 
those  millions  and  hundreds  and  hundreds  of  millions  of  bushels  of 
food  to  the  world,  you  could  not  sell  the  State  of  North  Dakota  for 
enough  to  pay  the  indebtedness  of  the  State.  The  same  thing  is 
true  of  South  Dakota.  The  same  thing  is  true  of  many  other  States. 
We  have  given  everything  we  have  created,  we  have  given  everything 
we  have  raised,  and  we  have  given  in  the  form  of  mortgages  a  deed 
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to  the  very  State  itself  to  interests  that  have  had  privileges  that  the 
farmers  liave  not  heen  permitted  to  enjoy.     ^ 

I  have  a  letter  here  this  morning  from  a  farmer  m  Mnmesota - 

The  Chairman.  If  I  might  interrupt  you  there,  I  am  very  much 
interested  in  that  statement  with  regard  to  North  Dakota.  1  won- 
dered if  you  could  give  us  some  figures  on  that.  When  you  say  that 
North  Dakota's  mortgages  are  greater  m  the  aggregate  than  the 
value  of  the  entire  State,  do  you  have  those  figures? 
Mr.  Bowmen.  No:  I  have  not,  Senator. 
The  Chairman.  Is  that  literally  true  now? 

Mr.  BowEN.  I  thinkso:yes.  .  i     .i 

The  Chairman.  In  taking  the  value  ot  the  State,  do  you  take  the 

assessed  vahie  ?  i       i  t  i  j 

Mr    BowEN.  No:  I  would  not  take  the  assessed  value.     1  would 

take  what  the  State  of  North  Dakota  would  bring,  and  that  was  my 

statement.  ,         .  •   j  4. 

The  Chairman.  Would  that  be  greater  or  less,  in  your  judgment, 

than  the  assessed  value?  I  mention  that,  because  that  is  a  figure 
we  could  get  from  the  official  reports,  and  we  could  also  get,  I  pre- 
sume, the  amount  of  mortgages.     It  would  be  veiy   interesting  if  ' 

we  had  those  two  figures.  .,.,...  f 

Mr  BowEN.  T  have  no  figures  along  that  line.  Senator,  except 
as  I  have  discussed  the  matter  with  farmers  and  bankers  and  busi- 
ness men  in  the  State.  i  x     •       .n 

Senator  Norbeck.  Mr.  Chairman,  the  census  does  not  give  the 
total  of  the  farm  mortgages.  It  gives  the  total  of  mortgages  on  farm 
land  occupied  by  the  owner.     So  it  is  only  an  approximate  figure 

after  all.  .  ,      .    .  -^         i  ^ 

Mr  Bowen.  Mr.  K.  W.  Frazier,  who  is  in  your  city  and  mav  ap- 
pear before  the  committee,  who  is  chairman  of  the  Kepublican  C  en- 
tral  Committee,  told  me  yesterday  that  there  is  no  actual  way  of 
ffettinff  the  amount  of  farm  mortgages  of  the  State,  excei>t  as  you 
lo  from  countv  to  countv.  He  has  been  trying  to  get  that  infonna- 
tion,  and  only' has  it  from  a  few  counties,  but  it  is  the  concensus  of 
opinion  of  farmers  and  bankers  and  business  men  of  the  State  that 
the  land  would  not  sell  for  the  amount  of  the  mortgages. 

The  Chairman.  We  realize  that  land  was  selling  for  more  a  few 
years  ago  that  it  is  now.  That  is  not  so  much  true  of  my  State  ot 
Nebraska  and  of  Iowa  and  some  other  States,  because  there  was  no 

land  boom  there  during  the  war.  ,    .  .,      ox  ^  4- 

Mr   BowEN.  But  in  making  the  statement  that  the  State  can  not 

be  sold  for  enough  to  pav  the  debts  of  the  State,  I  mean  all  lands 

of  debts,  of  coui-se,  mortgage  indebtedness,  bonded  indebtedness,  and 

all  indebtedness  of  that  character.  .      ^  .i       .i,      j       i- 

I  have  a  letter  with  me  here  that  I  received  the  other  day  from 
a  farmer  in  the  Red  River  Valley,  of  Minnesota,  who  tells  me  that 
in  the  last  six  years  he  has  gone  broke.  He  states  in  his  letter  that 
six  years  ago  he  was  worth  $40,000,  and  that  now,  because  of  the 
deflation  that  was  created  in  this  country,  he  is  bankrupt— he  is 
broke— and  is  in  danger  of  losing  his  farm.       ,  .     ^^    ,    ,  . 

I  want  to  discuss  a  thing  that  has  happened  in  the  last  few  years 
with  the  American  farmer.  We  hear  a  great  deal  al)out  the  deprecia- 
tion of  the  dollar— a  great  deal  of  talk  about  the  depreciation  of  the 
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■farmpr's  dollar      You  Senators  undei-stand  what  that  means.     The 
farmer  don't  all  unde.-stand  what  that  means.     I  .-ead  a  statement 
in  a  paper  the  other  day.  and  I  heard  the  statement  trom  this  cha.r 
yesterday  bv  Mr.  Baker,  who  testified  before  your  committee,  that 
the  firmer^  dollar  now  is  only  worth  64  cents.    The  fannei^  would 
ike  to  have  the  members  of  tliis  conm.ittee  think  of  the  deprecation 
of  the  dollar  rather  in  terms  of  depreciation  ot  bushels,  and  in  that 
connection  1  wish  to  call  the  conunittep-s  attention  to  the  fact  that  a 
fa  Xr  in  Kansas  showed  me  his  Ixwks.    He  is  a  farmer  who  for  '25 
yea^  has  kept  books.     I  was  invited  to  h^  home  after  a  meeting 
one  night  and  he  showed  me  those  books.     One  item  .n  them  I  wish 
this  committee  to  get  was  that  in  1901  he  bought  a  Deermg  bmder. 
He  had  a  peculiar  method  of  keeping  books.    He  put  down  not  onlv 
the  dollars  that  the  binder  cost  him.  l)ut  he  put  down  the^number  of 
bushels  of  product  that  it  had  cost  him.     He  put  down  the  number 
of  hundred  pounds  of  hogs  which  the  thing  would  cost,  and  had 
been  doing  that   for  many  years.     He  thought  in  terms  not  only 
of  the  depreciation  of  the  dollar,  but  the  depreciation  of  the  bushel 
He  showed  me  bv  his  books  that  in  1901  that  Deermg  binder  cost 
him  1-20  bushels  (If  wheat.     I  am  sorry  I  did  not  get  the  dollars,  too. 
but  I  was  holding  campaign  meetings  at  the  time,  and  talking  in 
terms  of  bushels,  and  did  not  think  to  get  the  price  of  the  binder. 
But  in  192-2,  a  year  ago  this  last  summer,  he  bought  another  Deermg 
binder  of  the  same  size,  and  120  bushels  did  not  pay  for  the  binder 
in  1922.    It  took  2.58  l)ushels  at  the  average  market  price— 120  bushels 
m  1901  and  2.58  bushels  in  1922.  .        ,     ,  .,    , 

Senator  C.appkk.  Do  you  know  the  market  price  ot  wlieat  at  that 

time  ^ 

Mr.  Bowen.  If  I  remember  it  correctly,  he  got  about  90  cents  in 
1901.  I  am  not  positive  of  that,  however.  I  should  have  taken  those 
figures  down,  but  I  neglected  to  do  so.         ,    ,      ,    ,       ,  ,     . 

To  show  the  depreciation  of  the  farmer  s  bushel,  a  harness  dealer 
that  attended  my  meeting  in  Ei-skine,  Minn.,  some  two  months  ago 
told  me  that  he  had  been  in  the  harness  business  some  yeai-s,  and  that 
20  years  ago,  in  1903,  a  certain  harness  that  he  had  in  mind  cost 
$23  The  same  grade  and  quality  of  harness  to-day  he  sells  for  |S80. 
or  nearly  four  times  as  much,  and  the  price  of  wheat  has  certainly 

not  gone  up  comparably.  ^  r     x^  ^  ^       i    *    • 

Senator  Norbeck.  I  would  like  to  have  Mr.  Bowen  state  what,  m 

his  iudgment,  he  attributes  those  changes? 

Mr-  Bowen.  Largely  to  the  fact  that  the  men   in   industry   are 

organized  and  the  farmer  is  not  organized :  largely  to  the  fact  that 

the    corporations    who    manufacture    harnesses    keep    books— keep 

Senator  Norbeck.  I  understood  you  to  say  that  it  has  been  mainly 
through  larger  profits  that  the  harness  has  gone  up. 

Mr  Bowen.  No  ;  I  will  not  say  so.  I  will  grant  for  argiiment  s 
sake  that  their  profit  is  not  abnormal  to-day.  I  will  grant  for  the 
sake  of  argument  that  in  the  harness  factory,  where  harness  is  made, 
the  laboring  men  are  better  paid,  and  the  increased  price  of  labor 
is  largely  responsible  for  the  increased  price  of  harness.  But  the 
reason  the  farmer  has  to  pay  three  times  the  amount  of  wheat  now 
for  the  harness  that  he  did  then  is  due  to  the  fact  that  the  farmer 
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is  unorganized  and  he  is  not  paid.  The  laboring  man  is  entitled 
to  his  pay.  The  farmer  is  not  paid,  and  he  is  entitled  to  his  pay. 

The  Chairman.  Could  you  tell  us,  for  instance,  in  that  illustra- 
tion about  the  harness,  whether  the  local  dealer  who  sold  the  harness 
for  $80  made  the  harness  in  his  own  shop  ? 

Mr.  BowEN.  No;  he  did  not. 

The  Chairman.  He  bought  it  from  some  one  ? 

Mr.  BowEN.  He  bought  it  from  some  one. 

The  Chairman.  You  don't  know  what  his  profit  was  ? 

Mr.  BowEN.  No;  but  he  told  me  he  made  a  little  more  than  he 
did  then. 

The  Chairman.  Now  about  the  man  who  bought  the  two  binders, 
will  you  give  me  those  years  again? 

Mr.  BowEN.  1901. 

The  Chairman.  That  was  when  he  bought  his  first  binder,  and 
what  was  the  date  of  his  next  purchase? 

Mr.  BowEN.  1922. 

The  Chairman.  That  was  21  years.  Do  you  know  whether  he 
used  that  first  binder  during  all  that  time  ? 

Mr.  BowBN.  No. 

The  Chairman.  How  many  binders  had  he   used   during  that 

period  ? 

Mr.  BowEN.  I  don't  know,  but  I  remember  that  he  gave  me  one 
other  binder  that  he  bought  in  1918,  and  that  cost  him  1»32  bushels 
of  wheat. 

The  Chairmen.  Now  then  in  1918  he  bought  a  binder,  and  in  1922 
he  bought  another  binder,  and  I  presume  that  binder  lasted  him 
four  years.  Would  you  say  that  that  was  a  fair  example  of  the  time 
a  binder  should  last? 

Mr.  BowEN.  It  should  last  longer  than  that. 

The  Chairman.  That  is  what  I  am  trying  to  get  at,  whether  you 
can  lay  anything  at  the  door  of  the  farmer  for  his  neglect  of  those 

things  ? 

Mr.   BowEN.  I  think   so;   yes,  siv.     The   farmer  does  not  take 

very  good  care  of  his  farm  machinery. 

The  Chairman.  Do  you  know,  for  instance,  whether  this  man  had 

left  his  binder  out  ? 

Mr.  BowEN.  I  think  not.  He  was  a  very  good  farmer,  a  much 
better  farmer  than  the  average. 

The  Chairman.  It  might  be  interesting  for  us  to  know,  if  you 
can  tell  us,  what  is  the  average  life  of  a  farmer's  binder? 

Mr.  BowEN.  Well,  I  would  not  know  what  the  average  life  of  a 
binder  is.    A  binder  should  last  10  years;  it  could  last  10  years  very 

<^asily. 

The  Chairman.  As  a  matter  of  fact,  I  suppose  it  would  be  safe 

to  say  they  don't  last  that  long? 

Mr.  BowEN.  I  don't  think  they  do.  I  think  probably  the  wear 
and  tear  of  the  elements  wear  binders  out  more  than  the  wear  and 
tear  of  the  harvesting  of  crops.  I  do  not  know  that  that  is  true,  but 
I  would  estimate  it  so  from  the  fact  that  I  have  seen  binders  cov- 
ered up  with  snow  out  in  the  open. 

The  Chairman.  I  have  that  idea  myself;  but  still  it  is  only  an 
estimate,  just  as  you  have  given.    I  may  be  enttirely  wrong  about  it. 

Mr.  BowEN.  I  think  there  is  no  doubt  about  it.  Senator. 
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Now,  on  another  topic :  A  farmer  in  Kansas  told  me  the  other  day 
that  this  past  summer  he  butchered  a  6-months-old  calf  and  that  the 
hide  brought  him  50  cents,  and  one  from  your  State,  Doctor  Ladd, 
Mr.  Oleson,  of  New  Kockford,  told  me  that  just  one  year  ago,  in  1922, 
he  butchered  a  steer,  took  the  hide  to  town,  and  no  one  would  make 
him  any  offer  on  it,  and  he  took  the  steer  hide  home  and  buried  it. 

A  farmer  at  Warren,  Minn.,  told  me  at  one  of  my  meetings  a  year 
ago  that  in  1922  he  butchered  a  cow  and  took  the  cowhide  to  town 
and  sold  it  for  85  cents,  and  that  at  that  same  time  he  happened  to 
needs  some  washers  for  his  pump,  small  leather  washers,  and  he 
bought  two  and  paid  $1,  or  15  cents  more  for  two  washers  than  he 
got  from  the  entire  cowhide.  He  said  he  could  have  made  those 
washers  out  of  the  ears  of  the  cowhide  he  took  to  town. 

To  show  you  the  condition  the  farmer  is  in  in  his  marketing  of 
his  goods,  I  want  to  say  something  about  the  potato  situation. 

Most  of  these  meetings  I  held  this  year  were  in  the  great  Red 
River  Valley  section,  the  greatest  potato  raising  section  in  the  world. 
Potatoes  in  that  section  sold  for  25  or  maybe  35  cents  a  hundred,  not 
enough,  hardly,  to  pay  for  digging.  I  was  all  over  the  Red  Valley 
country,  and  many  thousands  of  bushels  of  potatoes  rotted  in  the 
ground  at  those  prices. 

The  Chairman.  What  price? 

Mr.  BowEN.  Thirty-five  cents  was  the  high  price. 

Tlie  Chairman.  A  bushel? 

Mr.  BowEN.  A  hundred  pounds. 

I  went  to  Salina,  Kans.,  the  1st  of  November,  and  in  the  back  of 
the  building  where  I  was  talking  with  a  friend  he  told  me  he  had 
rented  that  oack  part  of  his  building  for  a  potato  warehouse.  I  went 
back  and  looked  those  potatoes  over,  and  on  the  sack  I  i*ead  this 
statement:  "Black  loam  potatoes  raised  in  the  Red  River  Valley, 
Shelly,  Minn."  I  asked  the  price  of  those  potatoes  and  the  man 
said,  "  You  mean  by  wholesale  ? "  and  I  said,  "  Yes."  He  said, 
"  $1.50  a  hundred." 

I  took  particular  pains  to  find  the  freight  rate  from  Shelly, 
Minn.,  to  Salina,  Kans.,  and  I  found  it  was  55  cents  a  hundred. 
Granting  that  the  farmer  got  35  cents,  which  was  the  highest  price, 
and  that  the  freight  was  55  cents,  35  cents  and  55  cents  makes  90 
cents,  the  actual  cost  of  laying  the  potatoes  down  in  Salina^  Kans. 
Granting  that  the  man  who  handles  them  wholesale  was  entitled  to 
ten  cents  a  hundred,  which  would  have  been  a  fair  and  reasonable 
profit,  that  leaves  50  cents  more  net  overhead  profit,  which  is  con- 
siderably more  than  the  farmer  got  for  the  potatoes,  and  he  did  not 
make  any  profit  on  them  at  all.  Thirty-five  cents  in  the  Red  River 
Valley,  55  cents  freight,  makes  90  cents,  and  60  cents  more  to  the 
gentleman  who  handles  the  potatoes. 

The  Chairman.  That  is,  that  60  cents  would  make  up  the  differ- 
ence between  those  figures  and  the  sale  price? 

Mr.  BowBN.  Yes. 

The  Chairman.  That  was  divided  up  in  profit  \  between  the 
people  who  handled  the  potatoes? 

Mr.  BowEN.  This  man  told  me  that  he  had  shipped  them  there 
himself,  so  that  he  was  making  that  profit,  and  that,  understand, 
was  the  wholesale  price  of  those  potatoes. 

The  Chairman.  Do  you  know  what  the  retail  price  was? 
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Mr.  BowBN.  Well,  they  retail  them  at  all  kinds  of  prices,  as  hi^h 
as  $2.50  a  bushel,  and  in  some  places  they  retail  them  on  a  very  close 
margin. 

Now  I  have  another  illustration  hei-e  that  I  think  is  even  more 
striking  than  that.     I  held  a  few  meetings  in 

The  Chairman.  The  suggestion  is  made  that  there  are  two  wit- 
nesses here  that  have  to  get  away  and  would  like  to  be  heard  so 
that  they  can  get  away  to-day.  Does  it  make  any  difference  to  you 
if  you  stop  now  and  come  on  later  ? 

Mr.  BowEN.  Not  in  the  le-ast. 

FURTHER    STATEMENT    OF    MR.    A.    E.    BOWEN    (made    January 

11,  1924). 

Mr.  BowKN.  Mr.  Chairman.  I  gave  figures  in  my  previous  testi- 
mony, and  I  closed  my  testimony  with  figures  showing  the  deprecia- 
tionof  the  farmer's  dollar,  and  shall  I  repeat  some  of  those  figures 
that  I  srave  tlie  other  dav.  for  tlie  benefit  of  those  who  were  not  here? 

The  Chaik3ian.  Yes. 

Mr.  BowEN.  The  farmer  in  Kansas,  w])ose  books  I  had  the  pleasure 
of  looking  over,  a  fariuer  wlio  tV)r  25  yeais  has  kept  records,  showed 
me  in  1901  to  buy  a  binder  tcK)k  120  bushels  of  wheat,  and  in  1922  he 
bought  another  binder,  and  it  tm)k  to  pay  for  the  binder  258  bushels 
of  wheat,  or  more  tlian  twice  as  much. 

The  last  figiues  1  gave  in  my  pievious  testimony  I  want  to  repeat 
for  the  lyenefit  of  the  Senators  who  did  not  hear  tlie  testimony  at  that 
time.     Those  figni-es  had  to  do  witli  potatoes. 

In  the  Red  River  Valley  in  Minnesota,  the  greatest  potato  raising 
secti(m  of  the  world,  the  fanner  who  received  as  high  as  85  cents  a 
hundred  was  fortunate.  On  the  first  of  November  I  was  in  Salina, 
Kans.,  and  Red  River  Valley  potatoes,  from  Shelley,  Minn.,  which 
is  in  tlie  Red  River  Vallev,  were  wliolesaling  from  a  wholesale  house 
there  at  $1.50  a  hundred.  Thirty-five  cents  was  the  top  price  the' 
farmer  got  for  them.  The  freight  from  Shelley  to  Salina,  Kans., 
was  55  cents  a  hundred,  bringing  the  total  up  to  90  cents,  and  the 
wholesaler  was  receiving  $1.50  a  hundred  for  them  there. 

Senator  Ladd.  How   many   middlemen    were   receiving  profits  in 

that  case? 

Mr.  BowEN.  This  man  who  was  wholesaling  them  there  told  me 
that  he  shipped  from  Shelley,  Minn.,  himself,  so  that  he  was  the  only 
middleman  in  that. 

The  Chairivian.  I  presume  there  was  a  middleman  at  Shelley. 

Mr.  BoAVEN.  Probablv.     At  least  he  had  to  buy  them  there. 

The  Chairman.  This  man  at  Salina,  Kans.,  did  not  buy,  I  sup- 
pose, direct  from  the  farmer,  but  between  him  and  the  farmer  there 
was  one  middleman. 

Mr.  BowEN.  One  other  illustration.     I  did  not  present  this  the 

other  day.  .       -  , , 

In  Wisconsin,  in  September  of  this  year,  the  dairy  farmers  told 
me  that  they  were  not  making  the  money  we  had  been  led  to  believe 
in  the  wheat  countrj^  that  they  were  malking.  We  were  told  that  if 
we  went  into  the  dairy  business  we  would  propser.  The  dairy  farm- 
ers in  Dane  County,  where  Madison,  the  capital  of  Wisconsin,  is 
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located,  told  me  that  they  were  not  makmg  money,  and  I  inquired  the 
reason,  and  they  said  ''  Because  of  the  high  price  of  feed.  1  inquired 
about  the  feed  prices,  and  they  told  me  that  they  were  paying  m 
Madison  at  that  time  for  bran  $33  a  ton.  We  must  lemember  that 
when  wheat  is  a  dollar  a  bushel  a  ton  of  wheat  only  brings  ^66.66. 
That  means  for  the  bran,  a  by-product,  the  farmer  was  paying  withm 
33  cents  as  much  as  he  could  have  bought  the  entire  ton  of  whole 
wheat  for  in  the  first  place.  ,  •  i    -. 

Senator  Caraway.  If  wheat  was  a  dollar  a  bushel,  which  it  was 

Mr.  BowEN.  1  give  those  figures  to  show  the  depreciation  of  the 

farmer's  dollar.  ,     ,  „       i         i  •  ^  j 

Now,  I  want  to  discuss  why  the  farmer  s  dollar  has  depreciated 
while  the  price  of  everything  the  farmer  has  to  buy  has  gone  up  in 
comparison  to  the  things  he  has  to  sell.  I  want  to  say  that  m  the 
opinion  of  farmers  I  represent  here  that  is  due  to  the  fact  that  the 
farmer  has  no  scientific  marketing  system.  He  dumps  his  gram  on 
the  market.  Every  farmer  sells  his  own  grain.  The  old  saying  is 
that  when  every  man  is  for  himself  the  devil  gets  the  hindermost. 
In  the  marketing  of  the  farmer's  products,  the  devil  sometimes  gets 

everybody. 

Prices  have  gone  up  on  everything  we  buy.  When  Mr.  Baker 
was  testifying  a  few  days  ago  before  this  committee,  the  Senator 
from  Indiana  asked  him  some  questions  about  taxes.  I  want  to  say 
that  our  taxes  are  high,  but  the  farmer  would  not  complain  of  high 
taxes  if  his  dollar  went  far  enough,  or  if  his  bushel  of  wheat  went 
far  enough.  For  instance,  in  the  State  where  I  am  best  acquainted, 
the  State  of  North  Dakota,  our  taxes  are  high,  but  the  principal  cause 
of  the  increase  in  taxes  is  the  increase  in  the  cost  of  operating  our 
school  system.  I  know  something  of  the  increase  in  the  expenses  of 
operating  schools.  In  my  younger  days  I  was  a  teacher.  I  remem- 
ber teaching  in  North  Dakota  for  $40  a  month.  To-day  you  could 
not  hire  half  as  good  a  teacher  as  I  was  for  three  times  that  much 
money.  Teachers'  wages  have  increased  to  that  extent,  and  other 
expenses  have  increased  in  proportion. 

Another  point  I  wanted  to  make  in  connection  with  the  depreciation 
of  the  farmer's  dollar,  in  answer  to  a  question  asked  also  by  the  gentle- 
man from  Indiana  of  Mr.  Baker  the  other  day.  The  point  was 
raised  at  that  time  that  the  farmer  has  been  paying  special  privilege 
prices  for  everything  that  he  has  bought ;  that  is,  tliat  there  has  been 
a  protective  tariff  that  has  protected  the  manufacturers  of  farm  ma- 
chmerj^,  and  the  gentleman  from  Indiana 

The  Chairman.  Now,  the  Senator  from  Idaho  is  not  present.  If 
he  were  here,  he  would  call  your  attention  to  the  fact  that  there  is 
not  any  tariff  on  farm  implements. 

Mr.  feowEN.  I  was  going  to  call  attention  to  that. 

The  gentleman  from  Indiana  asked  the  question,  In  order  to  help 
the  farmers  would  it  not  be  a  good  idea  to  withdraw  immediately 
all  special  privileges  granted  in  the  past?  I  want  to  say  if  there 
are  these  special  privileges — and  I  presume  we  will  all  admit  there 
are  some — the  fact  of  the  matter  remains  that  the  farmers  at  present, 
themselves,  represent  special  privileges  that  have  been  given  in  the 
past,  and  to  solve  the  problem  you  have  to  start  at  both  ends  of  the 
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line  to  take  away  the  special  privileges  existing  to-day,  but  if  we  just 
did  that  and  did  one  thing  further,  the  farmer  would  be  able  to  pay 
the  high  prices  that  he  is  asked  to  pay.  So  that  the  farmer  is  asking 
now  for  some  return  for  what  he  has  paid  the  special  privilege  in- 
terests in  the  past.  The  farmer  is  asking  for  an  increased  price  to 
make  it  possible  for  him  to  pay  the  prices  that  he  has  paid  in  the 
past. 

Another  thing  I  want  to  say,  in  appearing  before  this  committee 
and  speaking  for  the  farmers  that  I  represent,  I  am  not  appealing  for 
the  wheat  larmer  alone.  There  is  this  year  an  emergency  in  the 
wheat  country.  The  wheat  farmer  this  year  is  suffering,  but  other 
farmers  have  suffered  in  the  past,  and  it  is  altogether  probable  that 
other  farmers  will  suffer  in  the  future.  We  hear  that  this  year  the 
corn  farmer  is  in  fairly  good  circumstances ;  that  is,  they  are  getting 
a  better  price  for  corn  than  for  wheat.  But  the  man  who  raises 
corn  has  got  to  have  a  market.  Three  years  ago  now.  Senator  Norris, 
I  was  in  your  district.  I  spent  the  winter  in  Nebraska,  organizing 
the  farmers  of  Nebraska.  I  was  in  the  homes  of  many  hundreds  of 
farmers  in  Nebraska  during  that  winter,  and  in  many  hundreds  of 
places  I  saw  the  farmers  of  Nebraska,  the  com  farmers  of  Nebraska, 
you  understand,  burning  corn  in  their  cookstoves  and  burning  corn 
in  their  heating  stoves,  and  in  many  cases  I  saw  them  hauling  loads 
of  corn  on  the  cob  to  the  schoolhouses,  where  it  was  being  burned  in 
the  schoolhouses  because  the  price  was  so  low  that  they  could  not 
afford  to  sell  the  com  and  buy  the  coal  to  heat  those  schools  with. 
There  was  then  an  emergency  amongst  the  com  growers,  and  there 
have  been  emergencies  in  the  cotton  sections,  and  in  asking  for  the 
passage  of  the  Norris- Sinclair  bill  we  are  pleased  to  ask  for  the  law 
because  it  does  not  apply  to  wheat  alone,  but  applies  to  the  man  who 
raises  corn,  to  the  man  who  raises  cotton,  to  the  man  who  raises  other 
products. 

Something  has  been  said  about  the  increase  in  production  that 
would  be  brought  about  if  wheat  farming  was  made  to  pay.  In  that 
connection  I  want  to  say  that  anything  that  is  done,  anything  that 
can  be  done,  whether  it  is  along  lines  of  national  legislation,  or 
whether  it  is  along  lines  of  farmers'  cooperative  organizations — any- 
thing that  can  be  done  to  make  farming  pay — will  stimulate  produc- 
tion; but  in  appearing  before  this  committee  we  are  not  asking  for 
a  guaranteed  price  on  wheat  or  a  guaranteed  price  on  any  other 
product,  because  this  Norris- Sinclair  bill  applies  to  all  agricultural 
products.  It  would,  to  a  less  extent  than  a  guaranteed  price,  stimu- 
late production. 

For  instance,  let  us  see  what  happened  during  the  years  when  the 
Government  fixed  a  price  of  $2.26  a  bushel  for  wheat  on  the  Chicago 
market.  In  addition  to  the  fixing  of  the  price  there  was  a  patriotic 
appeal  to  raise  wheat.  We  were  told  it  was  our  patriotic  duty  to 
raise  that  one  crop  of  wheat.  Wheat  was  the  thing  talked  about. 
Wheat  was  the  product  upon  which  the  fixed  price  was  made.  As  a 
result  of  that  there  was  brought  about  a  great  increase  in  the  produc- 
tion of  wheat.  Wheat  raising  was  stimulated.  I  have  here  in  my 
hand  a  diagram  showing  in  pictures  the  production  of  wheat  in  the 
United  States  in  1923,  and  I  find  that  under  this  stimulation  of 
wheat  production  due  to  the  fixing  of  price,  and  the  stimulation  of 
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the  production  of  wheat  caused  by  the  patriotic  appeal  during  the 
war.  States  who  had  raised  very  little  wheat  for  30  or  40  years  have 
this  year  raised  much  more  wheat  than  some  of  the  exclusive  wheat 
States  of  the  past.  I  find,  for  instance,  that  during  the  war  under  the 
stimulation  caused  by  the  fixing  of  the  price  and  the  patriotic  appeal, 
Illinois,  Missouri,  Ohio,  which  in  years  since  I  can  remember  have 
not  been  in  the  wheat  belt,  but  have  been  corn  Sattes,  many  thous- 
ands of  farmers  in  those  States  not  having  sown  a  bushel  of  wheat  for 
many  years,  until  that  time,  went  into  the  raising  of  wheat.  Minne- 
sota, which  up  until  a  few  years  ago  stood  third  in  production  of 
wheat  in  the  United  States,  this  year  stands  tenth.  Ohio  raised 
more  wheat  this  year  than  Minnesota.  Missouri  raised  7,000,000 
bushels  more  this  year  than  Minnesota.  Illinois  this  j^ear  raised 
17,000,000  bushels  more  than  the  State  of  Minnesota. 

So  that  the  fixing  of  a  price  or  guaranteeing  of  a  price  during  the 
war  resulted  in  that  condition. 

Again  I  want  to  say  that,  speaking  for  the  farmers  I  represent 
here,  we  are  not  asking  for  a  guaranteed  price  on  wheat.  We  believe 
a  guaranteed  price  on  wheat  would,  in  the  long  run,  do  the  American 
wheat  farmer  more  harm  than  good. 

Senator  Ralston.  Right  in  that  connection,  I  see  here  a  bill  intro- 
duced by  Senator  Gooding  proposing  to  have  the  Government  guar- 
antee $i.50  for  wheat.  In  view  of  the  Norris- Sinclair  bill,  would 
you  advise  the  passage  of  this  bill  ? 

Mr.  BowBN.  I  would  not.  I  believe  that  the  Gooding  bill  guar- 
anteeiujg  a  price  is  unscientific.  I  believe,  as  I  said  a  moment  ago, 
it  will  in  the  long  run  injure  the  American  farmer  more  than  it  will 
do  him  good. 

Senator  Ralston.  I  wish  Senator  Gooding  was  here. 

Mr.  BowEN.  If  a  guaranteed  price  is  fixed  on  any  one  product 
the  immediate  result  is  for  the  border  zone — for  instance  if  you  fix 
a  price  on  wheat,  there  is  a  border  zone  that  can  increase  its  pro- 
duction of  wheat,  a  territory  that  has  been  engaged  in  the  production 
of  corn  will  increase  the  production  of  wheat;  and  the  farmers  that 
I  represent  here  are  opposed  to  that. 

The  reason  we  are  for  the  Norris-Sinclair  bill,  as  I  said,  is  because 
we  believe  it  provides  for  a  corporation  that  will  make  it  possible 
for  us  to  dispose  of  our  product  in  a  more  orderly  market.  A 
private  individual  handling  the  wheat  crop  of  the  United  States 
would  certainly  not  sell  it  the  way  it  is  sold  now.  If  one  individual 
had  the  wheat  crop  of  the  United  States  he  would  say,  "Here  are 
800,000,000  bushels  of  wheat.  This  800,000,000  bushels  of  wheat  will 
be  sold  about  like  this — 200,000,000  is  my  exportable  surplus,  and 
600,000,000  is  for  home  consumption.  The  world  market  for  wheat 
is  a  certain  price.  At  that  world  market  price  we  must  sell  the 
exportable  surplus  of  200,000,000  bushels.  There  is  a  tariff  on  wheat 
at  the  present  time;  therefore  the  remaining  600,000,000  bushels  are 
for  home  consumption,  and  I  will  sell  it  at  the  world  price  plus  the 
tariff." 

I  call  the  attention  of  the  gentlemen  of  the  committee  to  the  fact 
that  an  industry  having  an  exportable  surplus  can  not  benefit  from 
the  tariff.    A  private  individual  could  benefit,  because  he  could 
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put  it  on  the  market  in  an  orderly  and  scientific  manner.  A  private 
individual  would  do  that,  and  a  public  corporation  certainly  would. 

Senator  Heflin.  Has  this  tariff  that  we  have  on  wheat  benefited 
the  farmer^ 

Mr.  BowEN.  According  to  the  best  figures  available,  it  has  benefited 
the  raisers  of  hard  wheat  in  the  Northwest  section,  but  it  has  not 
benefited  the  raisers  of  the  soft  wheat,  the  central  southern  wheat 
growers,  at  all,  and  has  not  benefited  the  hard  wheat  raisers  to  the 
extent  it  should. 

The  Chairman.  Why  is  that  ? 

Mr.  BowEN.  The  fact  that  we  have  an  exportable  surplus  means 
that  we  must  put  it  on  the  market  at  the  world  price  and  tends  to 
keep  that  which  we  have  for  home  consumption  on  a  lower  level. 

Senator  Ralston.  No  matter  what  the  tariff? 

Mr.  BowEN.  Yes,  sir. 

Senator  Ladd.  I  wondered  if  the  bond  proposition  had  anything 
to  do  with  it,  the  provision  for  bringing  the  wheat  in  in  bond  tended 
to  keep  the  wheat  off  the  market. 

Mr.  BowEN.  As  an  illustration  of  what  corporations  and  indi- 
viduals, private  individuals  and  corporations  would  do,  I  am  going 
to  t€ll  you  what  they  have  done.  When  William  Jennings  Bryan 
was  in  Europe  some  years  ago  he  wrote  from  Europe  a  series  of 
articles  published  in  his  newspaper,  The  Commoner,  and  some  other 
publications  in  America,  and  I  remember  reading  some  of  those 
articles,  in  which  he  said  that  in  Norway,  in  the  capitol  city  of  Nor- 
way, he  found  binders  on  sale  made  in  this  country.  He  priced  those 
binders  and  found  he  could  buy  one  there  in  the  capitol  of  Norway, 
pay  for  it  in  United  States  gold  money,  ship  the  binder  by  steamer  to 
Boston,  there  take  it  off  the  ship  and  put  it  on  a  freight  train  and  ship 
it  to  Nebraska,  where  his  farm  was,  and  put  it  on  his  farm  at  $17 
below  what  he  could  buy  it  for  in  the  United  States.  It  has  been 
made  in  the  United  States  and  shipped  across  the  Atlantic  once. 
He  could  buy  it  and  ship  it  back  again,  and  I  want  to  say  for  the 
record — and  I  wish  that  the  Senator  from  Idaho  was  here — that 
while  there  is  no  tariff  now  on  farm  machinery,  the  farmers  feel  that 
the  reason  there  is  no  tariff  on  farm  machinery  to-day  is  that  the 
International  Harvester  Co.  does  not  need  any,  that  their  former 
protection  here  under  the  protective  tariff  made  it  possible  for  them 
to  finance  their  operations  here,  and,  not  only  that,  it  made  it  possible 
even  for  them  to  go  to  Norway  and  Germany  and  other  parts  of 
Europe  and  sell  their  products  at  a  loss,  if  necessary,  in  competition 
with  German  made  farm  machiner}^  until  they  had  frozen  out  all 
competition,  not  only  in  the  markets  of  the  United  States,  but  of  the 
world,  and  the  International  Harvester  Co.  to-day  has  become  what 
its  name  signifies — an  International  monopoly. 

That  also  applies  to  the  lumber  people.  Senator  Gooding  made 
the  statement  that  there  was  no  tariff  on  lumber  to-day.  There  was 
a  tariff  on  lumber  as  long  as  they  needed  it,  until  they  gutted  Min- 
nesota of  its  timber,  the  greatest  in  the  iJnited  States,  and  until 
they  did  the  same  thing  in  other  States,  and  until  the  time  came 
when  they  wanted  to  go  out  of  the  country  for  lumber,  and  wanted 
to  rob  Canada  of  its  lumber,  and  then  they  took  the  tariff  off  in 
order  to  take  the  lumber  out  of  Canada  and  sell  it  to  us  without 
paying  anythi?ig  on  it. 


PURCHASE   and   SALE   OF   FARM   PRODUCTS. 


49 


\  •• 


,t 


Now.  ^'cntlemen  of  the  committee,  that  is  all  I  have  to  say,  un- 
less thei'e  are  some  questions  you  wish  to  ask. 

\Ve  are  asking  for  the  passage  of  the  Norris- Sinclair  bill  in 
preference  to  a  guarantee  on  any  one  crop.  We  are  asking  for  a 
(rovernment  corporation  because  we  believe  that  a  Government  cor- 
poi'ation  can  serve  all  the  farmers  of  the  United  States. 

Senator  Ralston.  Mr.  Witness,  you  say  you  are  asking  for  ihe 
Norris-Sinclair  bill  in  preference  to  a  guarantee.  To  what  extent 
does  that  represent  the  sentiment  of  the  farming  classes,  in  your 
judgment?  I  have  not  investigated  and  I  do  not  know  anything 
about  it. 

Mr.  BowEN.  I  might  repeat  what  I  stated  when  I  took  the  wit- 
ness stand  before,  that  I  represent  here  the  organization  known  as 
the  Petition  Plan  Association.  The  Senator  from  Indiana  was  -lot 
present  Avhen  I  took  the  stand.  That  organization  was  brought  into 
existence  in  this  way:  Meetings  were  held,  many  hundreds  of  meet- 
ings in  the  central  Northwest  this  year — ^stabilization  meetinsrs. 
Those  stabilization  meetings  were  held  and  resolutions  were  adopted 
asking  various  things  to  be  done.  Finally,  a  group  of  farmers  who 
happened  to  live  in  Becker  County,  Minn.,  came  to  the  conclusion 
that  meetings  that  merely  adopted  resolutions  were  not  satisfactory, 
and  the  thing  that  should  be  done  was  to  have  an  organization  built 
up  and  for  the  organization  to  hold  meetings  in  all  of  the  wheat 
country  that  could  be  reached,  and  have  that  organization  select  a 
representative  to  appear  before  the  Agricultural  Committees  of  the 
House  and  Senate  here  in  Washington,  and  that  some  systematic 
jdan  be  woi'ked  out  for  the  farmers.  That  committee  asked  me  to 
represent  them  in  holding  meetings  throughout  the  Northwest  ai»d 
in  appearing  here  at  Washington. 

I  personally  held  some  hundred  meetings,  possibly  50  of  which 
were  in  Minnesota,  and  the  balance  in  Wisconsin  and  Kansas,  and 
wherever  I  spoke — and  I  spoke  to  the  farmers  as  I  have  spoken  at 
this  meeting — I  opposed  price  fixing;  that  is,  a  guaranteed  price. 
I  favored  the  principles  of  the  Norris-Sinclair  bill.  I  endeavored 
to  convince  the  farmers  of  the  unscientific  results  from  the  Gooding 
bill.  I  tried  to  show  them  that  this  Norris-Sinclair  bill  was  a  much 
more  scientific  bill,  that  in  the  long  run  the  farmer  would  be  much 
more  benefited  by  a  scientific  marketing  system  than  he  would  be 
by  putting  his  hands  in  the  Treasury  of  the  United  States  for  losses 
that  might  be  suffered.  Everywhere  I  spoke  the  audiences,  com- 
posed of  farmers,  business  men,  and  bankers,  were  absolutely  hM^ 
per  cent  in  favor  of  this  plan.  At  our  meetings  they  signed  peti- 
tions. They  not  only  signed  petitions,  but  they  contributed  money 
to  finance  the  meetings,  and  everywhere  I  met  with  100  per  cent 
approval  by  the  audience.  Never,  in  a  little  over  three  months  that 
T  worked  at  the  meetings,  did  I  find  a  man  at  a  meeting  who  dis- 
agreed. They  all  were  in  favor  of  the  principles  of  the  Norris-Sin- 
clair bill. 

I  think  that  before  the  meetings  were  held  a  large  percentage  of 
the  audiences  were  in  favor  of  a  guaranteed  price,  because  that  had 
been  talked  of  a  great  deal. 

The  condition  of  the  farmer  is  very  desperate.  He  is  willing  to 
try  most  anything.  But  I  am  confident  when  the  farmer  is  brought 
to  understand  it — and  they  have  been  brought  largely  to  understand 
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it  at  these  stabilization  meetings,  not  only  those  that  I  held,  but 
many  others  held  over  the  Northwest— they  realize  that  the  Norris- 
Sinclair  bill  will  bring  them  the  relief  they  desire. 

Senator  Heflin.  You  think  the  average  well-mformed  farmers 
prefer  that  to  the  Gooding  bill?  .        i        •     ^v 

Mr.  BowEN.  Yes.  I  want  to  say  in  that  connection  that  in  the 
city  of  St.  Paul  a  year  ago  a  price-stabilization  meeting  was  held 
and  that  a  prominent  dairy  farmer  of  the  State  of  Minnesota,  the 
biggest  dairy  farmer  in  that  State,  in  objecting  to  the  provisions 
of  the  Gooding  bill,  said  that  if  it  passed  and  the  Government 
guaranteed  the  price  of  $1.75  a  bushel  on  wheat  he  would  sell  every 
dairy  coav  he  had  on  his  farm  and  put  every  acre  of  his  land  in 
wheat,  and  a  lot  of  wheat  farmers  all  over  the  country  say  that 
would  be  the  result  of  a  guaranteed  price  on  wheat. 

Senator  Ralston.  Did  you  cover  the  question  the  other  day  of 
diversified  farming^ 

Mr.  BowEN.  I  did  not,  no.  ^       ^  -    uv^r 

Senator  Ralston.  Do  you  have  an  opinion  as  to  the  advisability 
of  the  Geovernment  furnishing  money  to  the  farmers  in  order  to 
encourage  them  to  adopt  diversified  farming,  buy  cattle  and  es- 

tablish  dairies  ? 

Mr.  BowEN.  I  do.  I  think  it  would  be  of  very  positive  benefit 
to  the  exclusive  wheat  and  exclusive  corn  belts  to  go  into  dairying 
as  rapidly  as  possible  to  a  limited  extent,  and  I  believe  that  any- 
thing that  can  be  done  either  by  the  Government  or  by  coopera- 
tive organizations  to  bring  that  about  will  help  the  farmer.  It  is 
not  the  remedy  for  the  condition  of  the  farmer.  It  helps  the  ex- 
clusive wheat  farmer,  and  it  helps  the  exclusive  corn  farmer,  but 
it  is  very  possible  that  that  can  be  overdone,  and  then  the  dairy 
farmer  of  Wisconsin,  who  makes  it  his  exclusive  business,  will  m 
years  to  come  be  in  the  same  position  that  the  exclusive  wheat  farmer 
and  the  exclusive  corn  farmer  is  now,  by  glutting  the  market  be- 
cause of  the  stimulation  of  that  one  farming  industry. 

STATEMENT   OF  MK.   W.   W.   FITZWATEB,   PRESIDENT    OF   THE 
FARM  LABOR  UNION  OF  AMERICA,  BONHAM,  TEX. 

The  Chairman.  State  vour  residence  and  name,  Mr.  Fitzwater. 

Mr.  Fitzwater.  W.  WI  Fitzwater.    I  am  from  Texas. 

The  Chairman.  What  is  your  business? 

Mr.  Fitzwater.  I  am  a  farmer. 

The  Chairman.  In  what  line?     General  farming? 

Mr.  Fitzwater.  General  farming.    Cotton  principally. 

The  Chairman.  Do  you  hold  any  official  position  m  any  farm 

organization?  «    ,      -r^  t    i.       tt  •  t 

Mr.  Fitzwater.  I  am  president  of  the  Farm  Labor   Union  ot 

America. 

The  Chairman.  How  old  are  you? 

Mr.  Fitzwater.  Fifty-four  years  old. 

The  Chairman.  All  right.    Now  go  ahead. 

Mr.  Fitzwater.  You  want  me  to  state,  I  suppose,  the  facts  re- 
garding the  growing  of  cotton  and  marketing  it? 

The  Chairman.  Well,  I  don't  want  to  confine  you.  I  don  t  want 
to  outline  even  what  you  shall  say.    I  want  you  to  feel  perfectly 
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free  to  go  in  your  own  way,  and  if  anything  occurs  to  the  members 
of  the  committee  as  you  go  along,  we  will  ask  you  questions,  but 
you  take  your  own  course. 

Mr.  Fitzwater.  Well,  the  conditions  were  such  that  in  the  agri- 
culture of  cotton  in  1920,  or  about  that  time,  we  found  it  neces- 
sarry  to  organize  a  farmers'  organization  to  protect  ourselves.  We 
are  a  genuine  dirt  farmers'  organization,  and  that  is  what  we  mean 
by  saying  the  Farm  Labor  Union  of  America,  including  all  the 
people  that  work  on  the  farm,  whether  they  own  the  farm,  rent  it, 
or  are  real  hard  laborers  on  the  farm. 

Our  plan  is  to  fix  and  control  the  price  of  the  farm  products  our- 
selves. For  instance,  we  say  in  our  constitution  of  the  Farm  Labor 
Union  of  America,  in  the  first  article,  that  the  Farm  Labor  Union 
of  America  is  strictly  and  exclusively  a  business  organization,  tak- 
ing our  farm  products  out  of  the  hands  of  speculators  and  gamblers 
and  price  fixers  and  fixing  the  price  upon  that  which  is  our  own  at 
cost  of  production  plus  a  reasonable  profit,  as  all  other  business  or- 
ganizations do.  The  farmers  have  come  to  the  conclusion  that  they 
have  a  right  to  cost  and  reasonable  profit,  or  else  they  will  have  to 
all  do,  as  many  thousands  have  done,  quit  the  farm  and  go  to  the  city. 
There  is  not  a  business  in  the  United  States  of  America  that  can 
exist  unless  they  get  at  least  cost  of  production,  or  cost  of  their 
business,  in  other  words. 

The  condition  of  the  cotton  farmers  in  Texas  is  serious.  There 
are  233,000  tenant  farmers,  and  several  thousands  of  those  tenant 
farmers  have  become  tenant  farmers  since  1920  because  of  the  fact 
that  they  could  not  get  enough  back  from  the  products  that  they 
produced  to  pay  their  taxes  and  other  incidental  debts,  and  their 
farntis  were  absolutely  sold,  and  tenancy  is  absolutely  increasing  all 
the  time. 

Now  our  system,  I  want  to  say  to  you,  in  price  fixing  of  our  own 
product,  runs  on  this  plan.  We  have  county  organizations,  State 
organizations,  and  the  National  organization.  The  county  organ- 
izations are  composed  of  a  president,  vice  president,  and  six  com- 
mitteemen as  a  county  board.  We  have  our  own  grader  salesmen. 
We  elect  them  in  our  county  union,  select  them  and  elect  them  from 
the  farms.  We  then  place  them  in  the  agricultural  colleges  and 
teach  them  for  the  necessary  time,  and  then  we  turn  our  products 
over  to  these  grader  salesmen,  and  they  sell  it. 

Take  cotton,  for  instance,  which  is  the  leading  crop  of  Texas  now. 
We  have  the  majority  of  the  cotton  counties  organized  in  Texas,  be- 
sides the  other  States  we  are  in,  eleven  in  all.  The  farmers  take 
samples  to  them,  th,eir  cotton  samples.  They  take  the  market,  just 
as  the  buyer  would,  and  they  pronounce  the  grade  and  staple,  and 
demand  a  price  that  would  justify  the  sale  of  that  particular  grade, 
saving  the  farmer  from  paying  $15  to  $20  a  bale  for  the  cotton  over 
and  above  what  they  could  get  in  street  buying,  because  when  a 
farmer  leaves  that  to  a  street  buyer,  they  will  undergrade  his  cotton, 
they  will  undervalue  it  in  price  a  cent  or  two  at  least,  and  then 
sell  it  on  its  merits  and  receive  th,e  profit,  of  course.  Now  the 
farmers  are  getting  that. 

The  Chairman.  They  sell  it,  as  I  understand  it,  for  the  same  price 
that  the  commission  man  would  sell  it  if  he  bought  it.    They  make 
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their  profit  by   doing   away   with   undertriading   and   middlemen's 

profits? 

Mr.  FiTzwATER.  Yes,  sir;  you  are  correct. 

Now  that  is  not  the  conckision  yet.  We  have  not  reached  the 
remedy  that  will  cure  the  farmers'  ills  in  that  line,  because  as  long 
as  we  have  to  sell  at  a  price  fixed  by  the  cotton  exchanges  and  specu- 
lators and  price  fixers  the  farmers'  condition  will  not  be  remedied. 
I  might  illustrate  that  by  this.  It  has  been  figured  at  times  by  the 
farmers — and  they  are  the  ones  to  figure,  because  they  ai-e  the  ones 
who  know— that  since  1916,  when  land  began  to  get  higher,  labor 
higher,  taxes  higher,  implements  higher,  stock  higher,  feed  and  food 
higher,  that  it  will  cost  20  cents  a  pound  to  produce  cotton  when  it 
produces  a  third  of  a  bale  to  the  acre.  Th^t  is,  when  thi-ee  aci-es, 
m  other  words,  produce  a  bale  of  cotton,  it  will  cost  $100  to  produce 
that  bale.  That  is  equal  to  20  cents  a  pound.  Now,  to  get  your  cost 
on  that  basis  you  have  to  secure  20  cents.  That  would  mei-ely  give 
us  back  the  cost,  and  when  a  person  is  getting  the  cost  of  his  bus- 
iness, of  course  that  business  is  self-supporting  on  that  basis,  but 
if  he  does  not  get  the  cost,  naturally  if  he  stays  in  business  he  has 
got  to  borrow  the  money  to  run  his  business.  That  is  the  condition 
of  the  farmer  year  in  and  year  out,  that  he  must  go  and  borrow 
money  the  first  of  the  year  to  produce  the  crop  unseen,  not  yet 
planted.    That  condition  proves  the  fact  that  he  does  not  get  cost. 

Now  this  year,  for  instance,  if  we  had  sufficiently  organized  the 
farmers  to  fix  the  price  ourselves,  a  condition  of  this  kind  would 

have  prevailed: 

It  is  acknowledged  by  all  agriculturists  of  the  Cotton  Belt 
that  it  took  on  an  average  6  acres  to  produce  a  bale  of  cotton 
in  this  last  year,  1923.  On  the  basis  of  it  taking  $100  to  produce 
a  bale  of  cotton  on  3  acres,  it  would  naturally  cost  $200  to  pro- 
duce a  bale  of  cotton  on  6  acres,  because  there  is  so  much  more 
ground  to  cultivate  to  make  that  bale  of  cotton,  as  much  again  in 
labor,  as  much  again  in  food,  as  much  again  in  land  to  produce  it, 
etc.,  so  the  farmers  this  last  year  should  have  obtained  at  least  40 
cents  a  pound  for  cotton  to  even  have  gotten  the  cost  back.  Now 
our  organization,  gentlemen,  is  one  that  fixes  the  prices  annuallv, 
as  conditions  vary,  of  course.     Some  years  it  does  not  cost  as  much 

as  it  does  others.  .  ,     .^        i.u  i. 

So  let  that  cost  be  what  it  will,  here  is  the  way  we  do  it  or  that 
is,  at  least,  this  is  the  way  we  are  intending  to  do  it,  with  the 
stage  set  this  summer,  if  conditions  continue  like  they  have.  Cost 
blanks  will  be  distributed  through  the  counties  and  the  cost  of 
the  labor,  the  cost  of  the  implements,  the  general  repair  of  the 
implements,  the  taxes  paid  on  the  land,  the  food  and  teed  bill 
and  the  general  overhead  expenses  will  be  figured.  Now,  these 
blanks  will  be  turned  in,  printed  for  each  county.  We  will  figure 
that  average  cost  for  the  county,  let  that  cost  be  wh^  it  may, 
then  we  demand  a  reasonable  profit  above  that  cost.  That  is  the 
only  way  under  the  shining  sun  that  the  farmer  will  ever  own  a 
home.  There  must  be  relief  for  the  tenant  farmers  or  they  are 
going  to  quit,  and  also  the  landowners  are  going  to  quit,  and  will 
have  to,  if  the  condition  is  not  remedied.  Now,  let  that  cost  be 
V  hat  it  may,  we  figure  it  out  in  the  respective  counties.  Then  we 
will  demand  a  reasonable  profit  over  and  above  that.    Now  reason- 
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able,  get  that.  Not  an  unreasonable  one,  but  a  reasonable  profit 
on  top  of  that.  Say,  for  instance,  to  get  the  cost  back  and  $25  or 
$30  a  bale  over  and  above  that.  That  would  give  him  that  profit 
in  order  to  put  it  on  a  home,  take  the  cost  that  he  receives  back 
and  produce  another  crop,  just  like  a  merchant  when  he  sells  his 
goods  takes  the  same  profit  and  stocks  up  his  store  again,  and  takes 
the  profits,  on  his  goods  and  builds  himself  a  home  and  pays  for 
it.     It  is  on  the  same  principle  exactly. 

Now  the  way  that  is  done,  then,  is  each  county  gets  its  costs,  turns 
its  figures  in,  and  they  will  elect  a  delegate  to  meet  at  the  capitol  of 
each  cotton  State.  These  delegates,  when  they  meet  at  the  capitol, 
will  present  the  figures  that  each  one's  respective  county  has  fixed. 
When  all  those  delegates  meet  they  will  elect  a  temporary  chairman 
and  secretary.  When  the  delegate  from  my  county,  for  instance, 
turns  in  his  name  and  figures,  and  the  county  he  represents,  that 
will  be  tabulated,  and  each  delegate  will  turn  in  the  price  of  his  re- 
spective county  and  State,  and  that  will  be  tabulated.  Wlien  all 
the  delegates  have  turned  in  the  prices  that  they  have  fixed,  then 
those  figures,  or  the  leading  figure  will  fix  the  price  of  that  respec- 
tive State. 

The  Chairman.  You  mean  the  highest  figure? 

Mr.  Fitzwater.  Yes,  sir;  the  highest  figure.  That  is,  if  the  ma- 
jority of  the  figures,  for  instance,  were  30  cents,  that  is  the  way  it 
will  go.     If  it  was  35  cents,  that  is  the  way  it  will  go. 

The  Chairman.  That  is  not  an  average? 

Mr.  Fitzwater.  Yes:  that  is  just  an  average. 

The  Chairman.  I  want  to  get  your  thought  clearly.  You  have 
given  us  the  idea,  or  at  least  I  have  gotten  the  idea,  that  of  all  these 
figures  they  would  pick  out  the  highest.    Is  that  the  idea  ? 

Mr.  Fitzwater.  No:  the  majority  would  rule.  We  aim  to  have 
it  democratic,  and  take  the  figure  tliat  is  in  the  majority.     It  is  like 

this 

The  Chairman.  But  suppose  there  would  be  no  figure  that  would 

be  in  the  majority? 

Mr.  Fitzwater.  If  more  of  the  counties  said  30  cents,  that  is  the 
way  we  will  figure.     If  more  counties  said  40  cents,  that  is  what 

it  will  be. 

The  Chairman.  But  suppose  there  were  more  counties  that  say 

36  cents? 

Mr.  Fitzwater.  Then  that  figure  is  what  it  will  be. 

Senator  Smith.  You  mean  whatever  the  greatest  number  of  coun- 
ties set,  or  the  figure  that  the  highest  number  of  counties  set,  that  is 
the  figure  you  will  take? 

Mr.  Fitzwater.  Yes,  sir. 

Senator  Capper.  That  would  be  the  highest  price? 

Mr.  Fitzwater.  Yes,  sir. 

The  Chairman.  Let  us  get  that.  Suppose,  now,  it  was  discov- 
ered that  there  was  a  State  having  a  hundred  counties ;  that  25  coun- 
ties fixed  the  price  of  40  cents,  and  50  counties  fixed  the  price  at  30 
cents,  and  20  counties  fixed  the  price  at  35  cents.  What  would  be 
the  price? 

Mr.  Fitzwater.  Forty  cents. 

The  Chairman..  Suppose  there  was  only  one  county  that  fixed  it 
at  40  cents? 
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Mr.  FiTzwATER.  Well,  that  would  be  the  price. 

The  Chairman.  In  the  other  case  there  were  only  25  counties  that 
showed  a  cost  of  40  cents,  and  there  were  75  other  counties  in  the 
State.    Would  you  fix  that  at  40  cents? 

Mr.  FiTzwATER.  If  they  are  inside  the  union.  We  are  not  talking 
of  nonunion  counties. 

The  Chairman.  I  understand  that.  Let  me  state  it  again.  You 
have  100  counties  in  your  union.  Now,  of  these  hundred  counties, 
25  fix  the  price  at  40  cents,  50  fix  it  at  30  cents,  and  25  fix  it  at  35 
cents.    What  is  your  price? 

Mr.  FiTzwATER.  Thirty-five  cents;  the  highest  figure. 

The  Chairman.  The  higest  figure  is  40  cents. 

Mr.  FiTzwATER.  Well,  the  majority  figure  of  the  counties.  If 
more  counties  said  40  cents,  that  is  the  way  it  would  be.  If  more 
counties  said  35  cents,  that  is  the  way  it  would  be. 

The  Chairman.  In  this  case  there  are  50  counties  that  say  30 
cents,  25  counties  that  say  40  cents,  and  25  counties  that  say  35  cents; 
just  half  the  counties  fix  30  cents,    lliat  is  the  lowest  figure  fixed. 

Mr.  FiTzwATER.  I  believe  I  get  your  idea.  The  leading  figure, 
that  is,  the  figure  of  the  majority,  will  fix  it  for  that  respective  State, 
and  it  stops  there.    That  does  not  ?ix  it  all  over  the  Cotton  Belt. 

The  Chairman.  That  fixes  it  in  that  State  ? 

Mr.  FrrzwATER.  In  that  State. 

The  Chairman.  That  is  just  what  I  am  trying  to  get  at.  In  the 
figures  i  have  given  you,  what  would  be  the  price  of  cotton  in  that 
State  ?    Would  it  be  30  cents,  35  cents,  or  40  cents  ? 

Mr.  FiTz WATER.  It  would  be  40  cents  if  the  majority  of  counties 
said  that. 

The  Chairman.  But  there  has  not  been  a  majority  of  the  coun- 
ties that  said  it.  Just  take  those  figures  and  tell  us  what  it  would 
be.    There  has  not  been  a  majority  anywhere,  as  I  look  at  it. 

Senator  Smith.  There  would  be  50  of  40  and  35  together,  and  50 
of  30.  That  would  be  just  an  even  balance.  How  would  you  ar- 
rive at  it  then? 

The  Chairman.  That  is  what  I  am  trying  to  find  out. 

Senator  Smith.  I  was  stating  it  as  you  stated  it.  You  would  have 
50  of  40  and  35,  and  50  of  30.  Then  there  would  be  no  majority. 
Just  how  would  you  arrive  at  it?  Would  you  add  them  up  and  divide 
them? 

Mr.  FiTzwATER.  We  would  find  out  which  is  the  leading  figure. 
I  don't  understand  your  proposition. 

The  Chairman.  Let  us  put  it  again,  then.  We  will  say  you  have 
100  counties,  for  illustration,  in  your  State. 

Mr.  FiTzwATER.  All  right. 

The  Chairman.  Fifty  of  those  counties  have  fixed  the  price  of 
cotton  at  30  cents,  25  have  fixed  it  at  35  cents,  and  the  other  25 
have  fixed  it  at  40  cents.  Now  what  is  the  price  of  cotton  in  that 
State?    That  is  the  question. 

Mr.  FiTzwATER.  Well,  I  don't  know  how  we  would  do  under  that 
condition,  but  that  condition  would  not  happen  once  in  30  years. 

The  Chairman.  Would  not  that  condition  happen  nearly  every 
time?  You  would  have  it  more  complex  than  that  a  good  deal,  be- 
cause you  would  have  a  few  counties  this  and  a  few  counties  that,  etc. 

Senator  Ketes.  He  said  it  was  the  average. 
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The  Chairman.  He  has  distinctly  said  it  was  not  the  average. 

Mr.  FiTzwATER.  Yes.    We  get  the  average. 

The  Chairman.  Oh;  you  do? 

Mr.  FiTzwATER.  Yes. 

The  Chairman.  Well,  that  is  very  simple. 

Mr.  FiTzwATER.  Well,  that  is  what  we  expect  to  figure  it  on,  the 
average. 

The  Chairman.  If  that  is  the  case,  if  you  add  30,  35,  and  40 
together  and  divide  them  by  3,  that  would  be  simple  enough. 

We  have  your  idea  now.    Just  go  ahead. 

Mr.  Fitzwater.  They  meet  on  the  same  day,  then  they  will  elect 
a  delegate  to  go  to  the  national  convention,  one  delegate  from  each 
State,  presenting  the  figures  from  each  State,  and  then  the  figures 
that  are  the  highest  on  the  average,  just  like  every  State,  determine 
it  all  over  the  Cotton  Belt.  They  then  sign  this  contract;  they  all 
sign  up,  then  all  delegates  from  every  State  will  sign  up  this  final 
decision,  and  take  it  back  then  to  the  respective  States  and  report  to 
the  State  secretary,  and  the  State  secretary  to  the  county  secretary 
and  then  the  county  secretary  to  the  local,  and  then  we  have  this 
price  fixed. 

The  Chairman.  Now,  then,  having  fixed  that,  you  have  fixed  it 
below  the  cost  for  some  farmers? 

Mr.  Fitzwater.  All  right.  We  take  the  average.  It  might  be  it 
will  cost  this  one  more,  and  it  might  be  next  year  the  others.  It  is 
on  an  average.  That  is  all  we  can  do.  We  haven't  any  other  way 
to  do  it. 

Now,  here  we  come  with  our  marketing.  That  is  the  way  it  is. 
After  this  price  is  fixed,  then  one  of  our  ties  on  the  cotton  bale — ^you 
understand  what  I  am  talking  about.  You  see  there  is  a  number 
of  the  bale  on  one  of  the  ties.  There  is  now  what  we  call  in  our 
constitution  a  white  metal  tag  on  one  of  the  ties.  We  will  still  use 
that.  There  will  be  a  black  metal  tag  on  every  other  bale.  I  take 
my  first  bale  of  cotton  to  the  gin,  and  I  use  that  white  buckle.  That 
is  for  sale.  I  take  my  second  bale  of  cotton  to  the  gin,  and  I  use 
the  black  buckle,  and  that  is  not  for  sale  until  the  first  of  the  follow- 
ing year.  I  take  my  third  bale  of  cotton  to  the  gin,  and  that  is  the 
white  buckle,  and  that  is  for  sale,  and  I  take  my  fourth,  and  that  is 
the  black  buckle,  and  that  is  not  for  sale  until  the  first  of  the  year, 
marketing  half  of  the  cotton  the  first  five  months  of  the  marketing 
season,  and  this  second  half,  the  black  buckle  cotton,  goes  on  the 
market  at  the  same  price  the  first  of  the  year,  with  the  understand- 
ing that  there  will  be  1  cent  a  pound  added  on  all  the  cotton  not 
sold  and  in  the  hands  of  the  Farmers'  Union  of  America  on  and  not 
later  than  February  20  of  each  year.  Now  the  object  of  that, 
gentlemen,  is  this,  that  that  will  force  the  spinners  to  get  their  sup- 
plies of  cotton  before  this  extra  1  cent  a  pound  goes  on.  That  is 
one  idea.  They  will  lay  in  their  supply  before  this  extra  1  cent 
a  pound  or  $5  a  bale  goes  on  this  last  half  of  the  cotton  that  is 
held  over. 

Senator  Kendrick.  I  must  leave  to  attend  another  committee,  and 
I  would  like,  if  it  would  not  interrupt  you,  permission  to  ask  two  or 
three  questions. 

The  Chairman.  All  right.  Senator. 

Senator  Kendrick.  Would  it  interrupt  you? 
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Mr.  FiTZWATEK.   No.  .... 

Senator  Kenokick.  How  long  since  your  organization  was  niit- 

iated  ? 

Mr.  FiTZWATER.  In  the  fall  of  1920.  . 

Senator  Kendiuck.  And  have  you  followed  this  plan  of  marketing 
each  successive  year  since  that? 

Mr.  FiTZWATER.  You  mean  this  that  I  am  just  now  stating? 

Senator  Kendrick.  Yes.  .     ,      ,tt  ±  ^^      - 

Mr.  FiTZWATER.  No;  we  haven't  got  organized.  V\  e  are  following 
this  plan :  We  take  the  other  fellow's  price  until  we  get  sufficiently 
organized  to  dominate  the  situation  ourselves.  We  have  70 
organized  counties  in  Texas  and  in  other  States  but,  as  I  said  a  while 
ago,  we  have  our  agents  already  established,  under  the  control  of 
each  county  board,  the  sales  agent  that  grades  this  cotton,  pronounces 
the  grade  and  staple,  and  demands  the  price  that  is  fixed  on  the 
exchange  that  that  grade  justifies. 

The  Chairman.  That  is  what  you  are  doing  now? 

Mr.  FiTZWATER.  We  are  practicing  that  now. 

Senator  Kendrick.  In  other  words,  you  are  perfecting  the  ma- 
chinery of  operation? 

Mr.  FiTZWATER.  Yes,  sir.  . ,     *  i 

Senator  Kendrick.  In  vour  plan  do  you  provide  for  any  such 
contingency  as  a  failure  to  sell  this  product  at  the  prices  which  you 
yourselves  name? 

Mr.  FiTZWATER.  I  am  just  getting  to  that  now. 

Senator  Kendrick.  That  is  why  I  was  asking.     I  wanted  to  get 

that  before  I  left.  mi    ^       i.       i 

Mr.  FiTZWATER.  I  am  just  on  that  point  now.  Ihat  extra  1 
cent  that  is  to  be  added  to  the  cotton  before  the  planting  season 
begins  is,  as  I  stated,  to  force  or  to  be  an  inducement  for  the  spinners 
to  get  their  supply  of  cotton  before  that  date  arrives.  Also  on  that 
date  there  is  a  report  of  the  local  secretaries  and  State  secretaries  to 
the  national  secretary  of  the  Union  as  to  how  much  cotton  we  have 
unsold  at  that  time.  Now  the  amount  on  hand  unsold  at  that  time 
governs  the  acreage  to  be  planted.  If  we  have  more  cotton  than  the 
spinners  want,  we  cut  the  acreage  and  create  a  demand  for  the  cotton 
that  we  have  on  hand.  We  don't  want  to  still  keep  working  and 
working  and  working  and  no  sale.  We  will  cut  the  acreage  suffic- 
iently to  enable  us  to  maintain  the  price  that  is  already  fixed  on  that 
that  we  already  have.  The  principle  is  the  same  as  applies  to  all  other 
business  organizations,  such  as  the  oil  industry.  They  have  shut 
down  the  oil  wells  all  over  our  State,  and  I  suppose  the  other  States, 
and  quit  pumping  and  producing  oil,  quite  a  while  back,  because 

oil  got  cheap.  .  i  1 1     ^v 

Senator  Kendrick.  The  plan  in  purpose  is  commendable,  there  is 
no  doubt  about  that,  and  it  is  simply  carrying  out  a  principle  that 
has  already  been  applied  in  every  other  line  of  manufacture  and 
production  that  I  know  anything'  about.  The  question  that  I  was 
trying  to  determine  was  whether  or  not  you  would,  through  lack  of 
resources,  or  otherwise,  find  it  impossible  to  hold  your  peoole  in  line 
and  make  them  refuse  to  sell  if  the  market  failed  to  absorb  the 
product  at  the  price  you  had  named.     Now  can  you  do  that? 

Mr.  FiTZWATER.  I  will  answer  that  question  in  this  way.  We  will 
need  assistance  at  the  beginning  of  this  deal.    When  we  first  stage 
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the  program  we  will  certainly  need  some  aid  to  put  that  oyer,  but 
we  will,  say,  after  two  or  three  years,  with  the  aid  to  put  this  over, 
or  to  dispose  of  this  surplus,  this  business,  like  other  businesses,  will 
become  self-supporting,  you  see. 

Senator  Kendrick.  In  the  control  of  production  ? 

Mr.  FiTZWATER.  In  market  control. 

Senator  Kendrick.  lender  a  system  of  control  of  production? 

Mr.  FiTZWATER.  Yes.  We  have  that  in  other  lines  of  business.  If 
we  once  or  twice,  or  at  least  three  times,  get  the  cost  of  producing 
the  cotton  and  a  reasonable  profit,  then  our  business  will  become 
self-supporting,  and  we  won't  want  any  bankei*s'  aid  or  any  Federal 
aid  or  anybody  el^^e's  aid,  because  that  business  is  self-sui)porting. 
But  now  we  will  have  to  have  somethinir  like  that  aid  to  put  that  over 
until  we  once  or  twice  secure  this  cost  of  production  plus  a  reasonable 

profit.  .  •  •       J. 

Senator  Ladd.  Do  you  find  any  strong  organized  opposition  from 

business  generallv? 

Mr.  FiTZWATER.  No.  Of  course  speculators  will  naturally  op- 
pose it. 

The  Chairman.  In  order  to  make  that  plan  a  success,  you  would 
have  to  have  practically  all  or  at  least  a  very  large  per  cent  of  the 
jjroducers  in  your  organization,  would  you  not? 

Mr.  FiTZWATER.  Yes,  sir. 

The  Chairman.  How  would  you  get  them  in? 

Mr.  FrrzwATER.  Thev  joined  this  organization  on  the  doctrine  that 
I  am  telling  vou.  The  only  thing  in  the  world  is  to  put  this  thing 
over  once,  show  them  that  they  can  get  what  they  are  not  getting 
now.  and  we  will  get  them  in  the  organization.  We  have  to  date 
125,000  members  in  Texas,  besides  our  membership  in  other  States. 
We  have  never  irotten  anything  out  of  orcranization  so  far.  It  is  the 
biggest  organization  to-day  in  the  Ignited  States.  It  is  the  only  real 
dirt-farmers'  organization  we  have  ever  had,  that  is  all,  because  the 
farmers  themselves  organized  it.  wrote  their  own  constitution,  and 
from  the  highest  to  the  lowest  official  they  are  all  practical  dirt 
farmers,  and  there  is  nobody  else  in  it. 

Senator  Capper.  What  percentage  of  the  cotton  growers  are  now 

in  the  association? 

Mr.  FrrzwATER,  I  guess  two-thirds  of  them  in  Texas,  i  ou  see 
there  is  lots  of  Texas  that  is  not  producing  cotton,  but  we  have  the 
best  populated  and  most  productive  cotton  counties  in  the  State 
organized  and  well  organized. 

The  Chairman.  Now,  you  have  to  have  another  thing,  I  presume, 
and  that  would  be  the  financing  of  this  proposition.  In  other  words, 
the  farmer  who  had  to  borrow  money  on  his  cotton,  if  it  was  held 
that  long,  the  association  would  have  to  do  that  for  him.  Do  you 
have  some  arrangement  of  that  kind? 

Mr.  FiTZWATER.  Just  wait  until  I  get  over  to  that.  That  is  the 
same  plan  that  would  apply  to  any  other  crop— tobacco  or  wheat— 
and  is  the  only  salvation,  we  claim,  for  agriculture  of  the  United 
States.  Agriculture  is  in  bad  condition  all  over  the  United  States, 
as  you  well  know,  and  in  our  opinion  as  real,  practical  farmers,  we  are 
certain  that  this  is  the  only  redemption  of  the  farmer.  The  wheat 
man  can  do  the  same  identical  thing. 
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Senator  Harreld.  In  Oklahoma,  now,  where  I  come  from,  we  have 
a  Cotton  Gi-owers'  Association.  Perhaps  you  have  that  in  your  State. 
Is  there  any  coordination  between  these  two  organizations  or  any 

conflict? 

Mr.  FiTzwATER.  Well.  I  don't  think  that  is  the  remedy,  that  is  all. 
Senator  Harreld.  But  is  there  any  coordination  or  any  conflict,  so 

far  as  you  know  ?  •        i     , 

Mr.  Fitzw^ater.  No;  no  more  than  the  farmers  in  my  section  don  t 
accept  the  plan,  because  we  think  this  is  the  best  one. 

The  Chairman.  You  could  not  apply  this,  of  course,  to  an  agri- 
cultural product  like  potatoes  or  fruit  ? 

Mr.  FiTzwATER.  Here  is  what  we  are  doing  with  that.  That  is 
what  you  might  term  perishable  products? 

The  Chairman.  Yes;  that  is  what  I  mean. 

Mr.  FiTzw^ATER.  Here  is  what  we  are  doing.  For  instance,  here 
is  the  producer  here,  and  here  is  the  consumer  here,  meaning  all 
you  men,  and  everybody  else  that  consumes  the  farmers'  prodMcts, 
all  the  laboring  people,  and  every  consumer.  Here  is  the  middle- 
man that  takes  a  profit  right  away. 

The  Chairman.  One  of  those  middlemen  is  the  railroad,  which 
takes  out  the  freight.  .  "7„ 

Mr.  FiTzw^ATER.  Well,  yes.  Here  is  the  proposition.  I  will  ex- 
plain that  to  you  to  show  you  the  difference.  I  will  be  at  New 
York,  Philadelphia,  St.  Louis,  and  other  big  cities.  I  will  be  every- 
where in  the  United  States.  We  are  putting  on  a  campaign  of 
organizing  the  consumers  in  this  State  to  buy  direct  from  this 
producers'  agency,  the  farmer,  and  this  is  where  this  will  settle 
the  proposition,  the  whole  thing,  and  we  will  take,  for  instance 
this  illustration,  because  I  want  to  illustrate  this  to  you,  to  show 
you  what  it  means.  You  know  many  farm  organizations  are  or- 
ganized to  get  their  stuff  cheaper  from  the  other  farmers.  That 
is  not  the  aim  of  the  Farm  Labor  Union.  That  would  not  be  right 
to  rob  Peter  to  pay  Paul,  you  understand,  but  here  it  is.  Now  I 
am  a  hog  raiser.  I  will  tell  you  this.  I  have  produced  hogs,  pro- 
duced cotton  and  produced  corn.  I  shipped  a  carload  of  hogs  m 
1916.  I  sold  my  hogs,  we  will  say,  last  spring,  the  1st  of  May, 
for  $7.e35  per  hundredweight.  They  average  203  pounds,  which 
is  the  type  that  brings  the  top,  and  that  approximately  brought 
$15  a  head  for  the  hogs.  I  came  back  home,  and  I  met  a  railroad 
man,  the  conductor  on  the  train  I  shipped  the  hogs  on.  I  rode  with 
the  train  to  the  market  at  Ft.  Worth,  Texas.  He  asked  me  when 
I  came  back,  what  I  got  for  my  hogs.  I  told  him.  He  says.  Well, 
sir,  I  will  tell  you  what  I  did  this  morning,"  He  said,  "  I  went  down 
here  to  a  grocery  store  and  I  paid  $7.50  for  a  10-pound  ham.  Now, 
he  said,  "  If  I  had  gotten  the  other  ham  I  would  have  paid  that  mer- 
chant as  much  as  you  got  for  the  hog."  And  he  would,  absolutely. 
Two  hams  out  of  any  one  of  those  hogs  would  have  made  10  pounds, 
and  that  would  have  made  $15,  or  as  much  as  I  got  for  the  hogs. 

What  the  Farm  Labor  Union  does  is  to  organize  buying  societies 
in  the  cities  and  divide  this  spread.  There  were  the  middlings,  the 
two  shoulders,  and  all  that  go  with  the  finished  product  of  the  hog, 
that  these  fellows  are  dividing  amongst  themselves.  Now,  what 
we  want  to  do  is  to  divide  that  product,  and  the  profit  that  they  take, 
between  this  producer  and  that  consumer. 
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I  might  illustrate  again,  now,  what  we  mean  and  what  we  are 
going  to  do  if  we  are  going  to  put  this  over,  because  we  need  the 
help  of  the  consumer,  because  it  is  important  to  him  as  well  as  to 
us  that  this  program  shall  be  put  over.  The  farmer  in  the  Rio 
Grande  Valley  sold  his  cabbage  for  $7  per  ton.  The  freight  cost 
$28  per  ton  and  the  icing  cost  $7,  making  a  total  of  $42.  The  same 
cabbage  sold  for  $140  a  ton  to  the  consumers. 

Now,  the  aim  of  the  Farm  Labor  Union  is  this:  There  was  $98 
that  those  fellows  ggt.  What  we  want  to  do  in  a  shipment  hke 
that  to  the  city  is  to  divide  that  $98,  less  expenses,  making  $49  more 
to  this  farmer  and  producer,  and  this  fellow  over  here,  the  consumer, 
will  get  it  for  about  $49  less  than  he  has  paid,  dividing  the  profit 
between  the  producer  and  the  consumer.  The  farmer  would  have 
to  do  this,  or  there  would  be  no  use  in  our  coming  up  here  to  get 
legislation  to  adjust  all  these  things  and  make  it  possible  that  this 
plan  shall  be  put  over  for  the  benefit  of  the  people  of  the  United 
States  of  America.  It  is  with  the  farmer.  I  read  a  piece  not  long 
ago  in  the  declaration  of  President  Coolidge,  where  he  stated  that 
the  farmers  would  have  to  solve  their  problems  themselves.  You 
remember  that.  We  think  this  plan  will  absolutely  da  it.  We 
beat  Mr.  Coolidge  to  it  just  a  little,  because  we  organized  it  two  or 
three  years  ago. 

Senator  Keyes.  You  agree  with  him? 

Mr.  Fitzwater.  We  agree  with  him;  yes. 

You  might  ask  this  question,  or  you  might  have  it  in  your  mind 
to  ask,  and  I  will  answer  it  for  you :  How  are  we  going  to  cut  the 
acreage,  if  we  have  got  an  oversupply?  We  say  in  our  constitu- 
tion—and every  farmer  is  obligated  and  obligated  strictly ;  we  have 
got  an  obligation  with  teeth  in  it— that  if  he  produces  any  more 
acreage  than  has  been  determined  by  the  union,  based  on  this  sur- 
plus that  is  left  over  before  planting  time,  as  I  said  awhile  ago,  then 
he  donates  the  extra  acreage  to  the  union.  Of  course  he  is  not  going 
to  do  anything  where  he  has  got  to  do  it  free. 

The  Chairman.  But  how  will  you  force  him  to  do  that  ? 

Mr.  Fitzwater.  Here  is  the  idea :  When  we  get  this  organization, 
he  could  not  sell  his  cotton,  because  there  will  be  just  a  few  scattered 
farmers  around  that  have  not  got  any  cotton  except  a  little  here 
and  there,  and  nobody  is  interested  in  what  they  have  got,  but  you 
see  the  majority  of  the  farmers  will  dominate  the  price.  So,  if  he 
got  the  same  price  that  we  got,  he  would  not  have  enough,  and  all 
those  farmers  together  would  not  have  enough,  to  hurt  the  market 
anyhow,  so  far  as  that  is  concerned. 

Another  thing,  gentlemen,  that  I  want  to  call  your  attention  to, 
is  this :  There  has  never  been  much  of  an  overproduction,  but  it  has 
practically  been  an  underconsumption  of  farm  products.  If  you 
understood  the  condition  of  the  farmers,  gentlemen,  if  you  could 
visit  their  homes  and  see  their  condition  and  situation,  the  clothes 
that  they  wear  themselves,  their  bedclothes,  and  what  they  eat  at 
the  table,  and  see  the  real  financial  condition  of  all  the  producers 
of  this  country,  why,  then  you  could  understand  more  what  I  am 
telling  you. 

Senator  Harreld.  Might  I  ask  a  question  right  there?  You  say 
it  is  an  underconsumption.  A^Hiat  is  causing  that?  Are  consumers 
going  on  a  strike  because  of  these  prices  ? 
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Mr.  FiTZWATER.   No. 

Senator  Harreld.  What  is  the  cause  of  it? 

Mr.  FiTZWATER.  Because  the  purchasing  price  of  the  farmer  is 
destroyed,  and  he  is  not  able  to  Duy  the  necessary  supplies  himself 
that  he  does  not  produce  on  his  farm. 

The  Chairman.  If  you  are  not  going  back  again  to  it  I  want  to 
ask  you  a  question  or  two  about  the  way  you  are  going  to  regulate  this 
production  the  next  year.  As  I  understand  it,  when  you  come  along 
to  the  20th  of  February 

Mr.  FiTZWATER.  We  are  not  going  to  stage  that  until  we  get  or- 
ganized to  fix  this  price,  because  we  don't  want  to  stage  a  thing  we 
can't  put  over. 

The  Chairman.  I  know,  but  that  is  the  ultimate  program. 

Mr.  FiTZWATER.  Yes,  sir. 

The  Chairman.  And  you  will  have  to  do  that  to  make  this  a  success^ 

Mr.  FiTZWATER.  Yes,  sir. 

The  Chairman.  The  20th  of  February  comes  along,  and  the  men 
in  charge  of  it  find  that  there  has  been  too  much  cotton  produced^ 
you  have  a  surplus,  so  you  want  to  reduce  the  acreage  next  year. 

Mr.  FiTZWATER.  Yes. 

The  Chairman.  They  say  how  much  it  should  be  reduced,  and  they 
send  that  word  to  the  State,  and  the  State  to  the  counties,  and  they 
send  it  to  the  locals,  and  the  local  organization  to  the  individuals. 

Mr.  FiTZWATER.  Yes,  sir. 

The  Chairman.  Suppose  you  are  in  such  a  local  organization,  and 
word  comes  to  you,  "  You  have  got  to  reduce."  They  tell  you  to  do 
that.  If  you  had  ten  acres  of  cotton  last  year  they  say,  "  You  must 
only  produce  eight." 

Mr.  FiTZWATER.  Yes. 

The  Chairman.  And  if  you  had  eight  they  say  you  shall  produce 
seven,  and  so  on  ? 

Mr.  FiTZWATER.  Yes,  sir. 

The  Chairman.  The  point,  first,  with  me,  is  how  you  are  going  to 
enforce  it,  and,  second.  I  might  make  complaint  in  that  case  and  say, 
"  Here,  I  am  just  beginning.  I  didn't  produce  last  year,  didn't  farm 
a  third  of  my  acreage,  because  I  was  not  able  to  do  it,  and  unless  I 
can  produce  a  little  bit  more,  I  am  going  to  fail."  How  are  you  going 
to  remedy  a  situation  that  might  arise  of  that  kind  i 

Mr.  FiTZWATER.  If  a  fellow  out  here  in  the  locals  refuses  to  reduce 
his  acreage  we  will  put  him  out  of  the  union. 

The  Chairman.  Yes:  but  s\ippose  I  am  one  of  tliem,  and  suppose 
I  am  able  to  show  to  you  tliat  1  liave  got  this  niucli  of  a  farm,  and 
I  have  just  begun  ( 

Senator  Harreld.  Or  I  was  sick  last  year. 

The  Chair3ian.  Yes:  and  I  have  got  to  produce  a  little  more  to 
live,  and  T  oiiglit  to  be  allowed  to  increase  instead  of  decrease. 
Now,  I  mioht  be  able  to  establish  that,  and  show  that  that  would  l>e 

absolutely  true. 

Mr.  FiTZAVATKK.  If  he  is  sick  or  anything  of  that  kind  we  will  take 
care  of  him.  If  abnormal  conditions  struck  him  we  will  take  care  of 
that  fellow. 

The  Chairman.  You  will  let  him  produce  a  little  more? 

Mr.  FiTzwJiTER.  Yes.  sir. 
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Here  is  another  thing  that  will  happen.  I  am  not  uneasy,  gentle- 
men, about  a  farmer  like  that.  When  he  gets  his  cost  of  production 
and  a  i-easonable  profit  he  is  going  to  stay  m  and  get  it  {hat  is  all 
there  is  to  that.  It  is  common  talk  among  the  people^  of  the  Limted 
States  of  America  that  a  farmer  will  not  stick.  The  fact  of  the 
business  is  that  he  has  never  had  anything  to  stick  to.  I  hat  is  the 
trouble.     He  has  always  been  organized  by  somebody  else,  and  he 

never  got  any  results.  ,  ,       n     ..i.  ,  .v^ 

Senator  Harreld.  How  are  you  going  to  handle  the   man   who 

will  not  join  the  locals? 
Mr.  FiTZWATER.  Who  will  not  ? 

Senator  Harreld.  Yes.  .    ,    •     •       *u 

Mr  FiTZWATER.  What  we  are  doing  right  now  is  bringing  them 
ricrht  in,  and  bringing  them  in  by  the  thousands.  That  is  what  we 
ai^  doing  right  now.  Suppose  we  get  two-thirds  of  the  farmers,  we 
will  say,  and  the  Farm  Labor  Union  members  are  getting  ]ust 
exactly  the  cost  of  production  and  a  reasonable  profit,  and  we  are 
beginning  to  look  like  decent  fellows.  You  could  not  tie  those  fellows 
out.    You  need  not  woriT  about  that.    That  will  take  care  of  itself. 

Senator  Harreld.  But'suppose  in  the  meantime  they  double  their 
production,  how  are  you  going  to  stop  that? 

Mr.  FiTZWATER.  We  will  drop  them  out  of  the  union. 

Senator  Harreld.  But  they  have  not  joined  the  union. 

Mr.  FiTZWATER.  We  are  not  a  particle  uneasy  about  a  man  going 
out  here  and  doubling  his  work  and  getting  nothing  for  it.  They 
have  done  too  much  of  that  now,  and  they  are  tired  of  it.  The  time 
has  come  when  they  are  going  to  get  something  for  their  laboi*  or 

they  will  quit. 

Senator  Harreld.  ^Tien  you  get  organized  you  will  be  the  ones 
that  are  going  to  handle  the  cotton,  and  if  he  stays  out  he  will  have 
to  sell  it  to  the  speculator? 

Mr.  FiTZWATER.  Yes,  sir. 

Senator  Harreld.  You  are  going  to  make  it  to  his  interest   to 

come  in? 

Mr.  FiTZWATER.  Yes,  sir.    That  is  the  drawing  card. 

Senator  Harreld.  You  will  not  handle  anybody's  cotton  who  is 
not  a  member? 

Mr.  FiTZWATER.  Xo,  sir.    That  is  the  drawing  card.    He  will  have 

to  join  to  get  in. 

Senator  Johnson.  Do  you  take  any  business  men  in  your  organi- 
zation ? 

Mr.  FiTZWATER.  No,  sir:  only  farmers. 

Senator  Johnson.  We  are  organized  in  the  State  of  Minnesota, 
and  we  take  into  our  organization  every  one  on  the  basis  of  helping 
us,  the  same  as  you  do. 

Mr.  FiTZWATER.  This  helps  the  outside  man  who  is  not  a  producer, 
as  I  have  said.  This  cooperation  between  the  producer  and  the 
consumer  naturally  helps  everybody,  but  nobody  but  a  farmer  is 
eligible.  He  can  not  join  the  association.  I  can  not  join  the  Bankers' 
Association  because  1  am  not  a  banker,  and  they  will  not  take  me  in. 
I  can  not  join  the  American  Raihvay  Association  because  I  haven't 
any  railroads. 
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Senator  Johnson.  I  know  that,  but  they  are  interested  in  your 
purchasing  power.  They  are  interested  in  getting  the  farmer  in 
a  better  condition,  and  that  is  the  reason  we  take  them  in.  We  have 
taken  them  in  because  they  are  interested,  and  it  is  to  their  welfare 
that  the  farmer  should  be  benefited  by  this  organization,  and  they 
take  them  in  for  that  reason. 

Mr.  FiTzwATER.  We  believe  in  everybody  being  organized,  gentle- 
men, but  let  everybody  be  organized  in  his  own  walk  of  life,  in  the 
business  that  he  is  in. 

Senator  Capper.  Are  the  business  men  in  your  section  in  favor  of 
your  plan  ? 

Mr.  FiTzwATER.  Yes,  sir.  They  were  not  when  they  didn't  under- 
stand it,  but  since  they  have  come  to  understand  it  they  are  getting 
friendly. 

The  Chairman.  I  should  think  everybody  would  be  friendly  to 
that  kind  of  a  proposition  except  the  middlemen  that  you  put  out 
of  business.    Of  coui*se  they  would  be  opposed  to  it. 

Mr.  Fitzwater.  Oh,  yes;  naturally. 

Senator  Johnson.  \Yliat  I  mean  is  the  small  business  men,  towns- 
men, professional  men,  are  joining  in  about  the  same  proportion 
that  the  farmers  do. 

Do  you  know  Mr.  Petite  ? 

Mr.  Fitzwater.  Petite? 

Senator  Johnson.  Yes.    Do  you  know  him  ? 

Mr.  Fitzwater.  No;  I  am  not  personally  acquainted  with  him.  I 
know  of  him. 

Senator  Johnson.  He  made  a  statement  over  at  the  farm  meeting 
we  held  in  St.  Paul  last  spring,  when  he  talked  alx)ut  this  cotton 
organization  in  Texas — I  don't  know  as  he  referred  to  yours  or  a 
similar  one — but  I  asked  him  what  percentage  of  the  cotton  men 
in  Texas  composed  the  organization  there,  and  he  said  about  10  per 
cent.    He  didn't  refer  to  your  organization  then  ? 

Mr.  Fitzwater.  No. 

Senator  Johnson.  I  understand  he  is  a  veiy  prominent  farm 
leader. 

Mr.  Fitzwater.  Yes ;  the  Farm  Bureau. 

Senator  Johnson.  He  is  in  the  Farm  Bureau  ? 

Mr.  Fitzwater.  Yes.  He  is  not  in  now.  He  is  out.  In  some 
way  or  other  he  got  out  lately.    Last  fall,  I  think. 

Senator  Capper.  Is  your  organization  in  any  way  associated  with 
the  farmers'  imion  of  which  Charles  Barrett  is  president? 

Mr.  Fitzwater.  No,  sir. 

Senator  Harreld.  Or  connected  in  any  way  with  the  farmers' 
union  that  Mr.  Simpson  is  connected  with  ? 

Mr.  Fitzwater.  No,  sir. 

The  Chairman.  That  organization  and  the  one  referred  to  by 
Senator  Capper  is  the  same.  Simpson  and  Barrett  are  in  the  same 
organization. 

Have  you  anything  further  you  want  to  say  ? 

Mr.  Fitzwater.  Well,  that  is  just  about  the  plan. 

The  Chairman.  Is  that  all  you  want  to  say  to  us  ? 

Mr.  Fitzwater.  I  think  that  is  all. 

Senator  Capper.  Have  you  any  more  suggestions  as  to  legislation 
down  here  at  Washington  that  will  help  the  farmers  ? 
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Mr.  Fitzwater.  As  I  stated  awhile  ago,  gentlemen,  when  we  came 
to  this  point  as  to  taking  care  of  the  producer  that  produced  this 
cotton,  until  we  can  have  at  least  three  years,  we  will  say,  in  which 
we  can  get  the  cost  of  production  and  a  reasonable  profit,  we  will 
certainly  need  some  help  in  order  to  demand  that  and  get  it.  When 
we  get  this  at  least  that  many  times,  the  cost  of  production — that  is, 
for  the  three  years,  we  will  sa}^ — this  will  automatically  be  self-sup- 
porting, and  we  won't  need  any  Government  assistance.  We  have 
been  producing  the  wealth  of  the  world.  I  noticed  a  headline  a  few 
days  ago  in  the  Dallas  News  where  there  had  been  $8,000,000,000 
worth  of  farm  products  already  sold,  but  the  fanners  have  not  got 
it.  They  have  been  able  to  keep  only  a  small  part  of  it.  They  will 
^  have  to  march  up  and  borrow  money  to  produce  another  crop  that 
is  not  in  sight  yet.  If  they  would  get  the  cost  back  and  a  reasonable 
profit  they  would  not  do  that,  and  their  business  will  be  self-sup- 
porting. 

Senator  Capper.  Where  are  you  going  to  get  your  aid  for  the  first 
two  or  three  years?    That  is  the  point. 

Mr.  Fitzwater.  We  believe  like  this :  Of  the  bills  that  have  been 
presented  to  the  law  makers  of  the  United  States,  we  believe  that 
the  Norris- Sinclair  bill  is  the  best  relief  in  sight,  that  the  Govern- 
ment pay  for  this  cotton,  pay  the  farmer,  and  then  resell  it  at  that 
price  that  is  fixed. 

Senator  Keyes.  The  price  your  organization  fixes  ? 

Fr.  Fitzwater.  Yes,  sir.  Sell  it  at  that  price — pay  for  all  of  this 
cotton  and  hold  it.  We  have  some  farmers,  if  you  analyze  farming 
to-day  on  the  farm,  that  will  be  able  to  take  care  of  themselves,  but 
those  distressed  farmers  would  like  for  that  to  be  bought  and  then 
resold  for  that  same  price. 

Senator  Ladd.  If  you  had  a  surplus  beyond  the  needs  of  this 
country  and  had  to  sell  it  abroad,  and  the  price  was  not  as  high 
abroad  as  you  had  fixed,  then  what  would  be  the  result? 

Mr.  Fitzwater.  We  will  make  up  for  that  by  reducing  the  acreage 
and  putting  the  price  up. 

The  Chairman.  Of  your  cotton  crop,  there  is  a  very  large  per- 
centage that  has  to  be  exported. 

Mr.  Fitzwater.  Yes;  we  understand  that. 

Senator  Harreld.  Now,  you  have  got  to  the  point,  and  that  is 
the  reduction  and  holding  the  acreage  down.  Our  people  seem  to  be 
afraid  that  you  can  not  do  that.    That  is  the  main  point. 

Mr.  Fitzwater.  We  can  do  that.  We  expect  to  do  that  satisfac- 
torily. 

Senator  Harreld.  You  fix  the  price.  Now  that  is  the  first  thing 
we  have  to  do  by  this  legislation,  is  to  fix  the  price  of  cotton,  and 
if  we  do  that  they  will  go  to  raising  cotton,  and  there  will  be  an 
enormous  surplus  unless  your  plan  will  hold  down  the  production. 
That  is  the  view  some  people  take  of  it. 

Mr.  Fitzwater.  Then  there  would  not  be  any  union  at  all,  be- 
cause that  is  contrary  to  the  Farm  Labor  Union.  We  would  not 
allow  that. 

Suppose  the  Norris- Sinclair  bill  was  passed  and  the  Government 
takes  this  step.    If  they  did  that,  the  same  body  that  puts  this  bill 
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through  can  repeal  it,  and  just  leave  the  farmers  where  they  are  now. 
They  would  have  it  in  their  power  to  do  so,  and  ought  to  do  it. 

Senator  Harreld.  I  am  simply  stating  what  the  theory  is,  not 
my  own  views,  to  determine  whether  you  can  control  production. 

Mr.  FiTzwATER.  That  is  where  it  is. 

The  Chairman.  The  main  object  of  the  bill  is  to  eliminate  the 
pix)fits  of  middlemen,  and  that  is  just  as  much  in  the  intei-est  of  the 
consumer,  or  intended  to  be,  as  it  is  in  the  interest  of  the  producer. 

Mr.  FiTzwATER.  Absolutely  as  much.     They  will  get  as  much  as 

the  farmer  will. 

The  Chairman.  There  is  one  thing  that  bill  does  not  strike  ai 
very  much,  one  of  your  middlemen,  and  that  is  the  railroads.  Have 
your  people  any  remedy  for  freight  rates,  or  do  you  think  they  are 

too  high? 

Mr.  FITZWATER.  Here  is  what  we  do,  gentlemen.  We  allow  every 
business — the  Farm  Labor  Union  of  America  allows  every  other 
business  just  what  the  farmers  demand,  and  that  is  a  reasonable 
profit  on  their  business,  but  we  think  that  this  Esch-Cummins 
law  permits  an  unreasonable  profit  that  the  railroads  get.  We 
would  like  to  have  that  bill  entirely  repealed.  The  farmers  feel 
that  way  generally. 

The  Chairman.  What  is  the  remedy  for  the  railroad  situation? 

Mr  FiTzwATER.  The  remedy  for  the  railroads  would  be  on  the 
same  basis  I  am  telling  you :  Whatever  their  price  was,  allow  them 
a  reasonable  profit  on  the  real  business,  and  not  on  the  watered 
stock,  something  they  haven't  got.  We  are  not  asking  for  a  profit 
on  something  we  haven't  got.  We  only  want  a  profit  on  the  real 
business,  and  not  on  something  superfluous,  and  I  don't  believe 
that  any  otiier  business  ought  to  have  dividends  on  some  superfluous 
business,  or  something  they  have  not  got. 

Tliis  freight  rate  hurts  the  farmer  worse  than  anybody,  because 
when  he  buys  something  that  is  shipped  into  town  he  pays  that  extra 
freight,  and  when  he  sells  something  to  be  shipped  out  that  is 
deducted  by  the  buyer,  you  see,  when  he  buys  his  product. 

The  Chairman.  It  hits  him  both  ways? 

Mr.  FiTz WATER.  Hits  him  both  ways,  and  we  would  just  like 
to  have  that  naturally  knocked  off  of  the  record  entirely,  and  let 
some  of  their  friends  then  fix  up  a  bill  that  would  give  them  just 
recompense. 

The  Chairman.  When  their  friends  fix  up  a  bill  that  is  not  the 

result,  as  a  rule. 

Mr.  FrrzwATER.  No;  it  is  always  the  contrary.  In  other  words, 
let  somebody  that  is  real  democratic,  and  who  is  willing  to  allow 
everybody  justice,  fix  up  one. 

The  Chairman.  Well,  if  that  is  all,  who  is  the  next  witness. 

Mr.  Marsha.  Mr.  Hilliard. 

STATEMENT  OF  MR.  A.  M.  HILLIABJ),  PRESIDENT  TEXAS  FARM 

LABOR  UNION,  FORT  WORTH,  TEX. 

The  Chairman.  State  your  name  and  residence,  Mr.  Hilliard. 
Mr.  Hilliard.  A.  M.  Hilliard.     I  am  State  president  of  the  same 
organization  of  which  Mr.  Fitzwater  is  national  president. 
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I  just  want  to  mention  a  few  things  that  lie  left  off,  that  I  would 
like   to   discuss. 

Tlie  Chairman.  You  are  president  of  the  Farm  Labor  Union  t 

Mr.  H1LLLA.RD.  Yes,  sir. 

The  Chairman.  Of  the  State  of  Texas  ^ 

Mr.  HiLLiARi>.  Yes,  sir. 

You  understand  the  conditions.  Mr.  Fitzwater  has  gone  over  the 
conditions  of  the  farmer  in  a  nice  way.  The  farmers  of  Texas  are 
good  business  men,  because  they  are  the  onh^  people  in  the  world.  I 
believe,  that  can  go  broke  every  year  and  stay  in  business.  But  we 
have  gone  bix)ke  every  year  handling  cotton,  and  consequently  we 
wei-e  sent  liere,  the  State  of  Texas,  w  ith  125,000  farmers,  sent  me  up 
here  to  ask  Government  aid,  to  ask  for  the  adoption  of  the  Norris- 
Sinclair  bill,  because  we  believe  that  is  the  nearest  thing  that  we 
can  get  to  what  we  need.  They  have  sent  me  up  here  just  merely 
to  ask  that  this  bill  will  be  put  through  to  aid  us  in  the  handling 
of  our  cotton  crop.  Xow,  then,  that  is  that.  That  is  the  problem 
in  a  nutshell. 

Now,  then,  you  go  tlirough  statistics,  and  you  see  that  the  19*2*2 
crop  of  the  farmei-s  brought  about  $7,000,000,000,  and  it  was  resold 
out  to  the  consumer  at  about  $22,000,000,000.  There  is  an  excess 
in  there  of  about  $15,000,000,000.  It  seemed  to  me  like  that  should 
be  divided  up  between  the  consumer  and  the  producer,  and  yet  both 
get  more  out  of  it.  We  lack  resources.  That  is  the  reason  we  ai*e 
here.  We  lack  resources  to  get  this  price  on  this  cotton  or  to  hold 
this  cotton.  I  believe  if  the  Government  was  behind  this  business 
to  aid  us  in  holding  this  cotton  off  of  the  market,  or  if  you  put  this 
cotton  in  bonded  warehouses,  or  something  of  that  nature,  where  we 
could  get  the  money  on  this  cotton,  it  would  aid  us  materially.  Some 
of  our  people  just  can't  hold  it  off  of  the  market,  because  they  are 
not  able  to  do  it.  When  a  man  makes  three  or  four  bales  of  cotton 
and  has  got  seven  or  eight  children  and  a  wife,  and  living  on  rented 
land  at  that,  he  has  just  got  to  have  some  mone}^  from  somewhere 
to  get  by  on,  and  until  we  get  in  a  better  shape  than  the  southern 
farmer  is  in  now  he  needs  this  assistance. 

We  could  go  on  here  and  show  you  the  price  of  our  farm  products 
in  various  ways  from  the  wheat,  the  cabbage,  the  potatoes,  etc., 
what  we  actually  get  for  them,  and  what  they  actually  bring  in 
other  places,  because  we  have  taken  the  freight  rates,  and  we  have 
chased  up  and  know  exactly  what  is  being  made  off  of  this  cabbage 
and  these  potatoes  and  this  cotton,  etc.,  but  at  the  same  time  you 
have  got  that,  or  can  get  it,  just  as  well  as  I  can  tell  it  to  you,  with- 
out my  going  into  it,  I  think.  The  Norris- Sinclair  bill  might  not 
be  just  exactly  what  we  want.  Some  might  say,  "  If  I  had  written 
the  bill  it  might  have  been  just  a  little  bit  different." 

The  Chairman.  We  would  be  glad,  right  on  that  point,  to  have 
suggestions  of  amendment  that  you  would  like  to  make. 

Mr.  Hilliard.  There  is  one  amendment  I  would  like  to  see  added 
to  that  bill.  It  gives  the  President  the  power  to  appoint  the  three 
men  as  the  directors. 

The  Chairman.  Yes. 

Mr.  Hilliard.  I  believe  that  it  ought  to  be  changed.     The  Presi- 
dent might  have  the  right  to  appoint  one,  but  the  people  in  some 
way  another. 
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The  Chairman.  Now,  you  are  getting  to  what  I  think  is  a  very 
just  criticism,  but  I  have  given  it  a  great  deal  of  attention,  and  I 
have  not  been  able  to  solve  it.  I  would  like  to  have  a  practical  sug- 
gestion along  that  line,  because  the  men  who  run  this  thing  can  run 
it  into  the  ground  in  such  a  way  that  it  won't  do  any  good.  There 
is  not  any  question  about  that. 

Mr.  Milliard.  And  I  believe  if  that  is  amended  so  that  the  Presi- 
dent might  have  the  appointing  power  of  one,  and  possibly  I  would 
be  willing  to  leave  it  up  to  our  Congressmen  and  Senators  to  appoint 
the  other  two. 

The  Chairman.  Now,  then,  would  that  be  any  better? 

Mr.  HiLiJARD.  Yes :  it  would  be  some  better.  Let  them  be  elected 
in  that  way,  in  some  way  or  other.  I  don't  know  just  how.  I  want 
you  to  take  that  under  consideration. 

The  Chairman.  I  have  thought  about  it  ever  since  the  bill  was 
drawn.  I  knew  its  weakness  in  that  respect  when  I  drew  it,  but  I 
have  never  had  from  anybody  a  suggestion  that  seemed  to  be  practi- 
cal as  to  how  to  remedy  it. 

Mr.  HiLLiARD.  That  is  the  only  thing  in  that  bill  that  I  know  that 
I  would  even  offer  a  suggestion  on,  and  I  would  not  know  how  to  go 
at  that  just  exactly.  That  is  getting  this  board  of  directors.  An- 
other thing :  There  might  be  another  clause  stricken  out  of  this  bill. 
That  is  the  one  putting  branch  offices  in  foreign  markets  and  other 
places.  It  might  give  too  much  power  to  this  board.  That  is  what 
I  am  talking  about. 

The  Chairman.  To  begin  with,  this  board  has  got  to  have  an 
awful  lot  of  power  or  it  will  never  be  able  to  meet  the  situation. 

Mr.  HiLLiARD.  That  is  the  truth. 

The  Chairman.  And  don't  you  think  one  of  the  important  func- 
tions would  be  to  look  after  the  sale  of  these  nonperishable  prod- 
ucts in  foreign  countries — ^your  cotton,  particularly  ? 

Mr.  HiLLiARD.  Yes ;  that  is  true ;  and  wheat,  particularly. 

The  Chairman.  Yes ;  although  we  consume  a  larger  proportion  of 
our  wheat  crop  than  we  do  of  our  cotton  crop. 

Mr.  HiLLiARD.  This  Norr is- Sinclair  bill  comes  the  nearest  to  solv- 
ing our  difficulties  than  anything  we  know  of. 

In  the  State  convention  of  our  association  in  Dallas,  Tex.,  we  have 
taken  this  Norris- Sinclair  bill  in  committee,  and  they  reported  it  out 
favorably,  and  we  adopted  the  report  and  went  on  record  as  favor- 
ing the  Norris- Sinclair  bill — 125,000  dirt  farmers  of  Texas. 

At  that  time  we  possibly  did  not  know  that  I  would  be  up  here,  but 
we  thought  about  the  amendment,  or  I  did.  I  thought  of  the  amend- 
ment, but  I  didn't  know  just  how  we  were  going  to  get  that  amended. 
That  is  the  point  that  I  did  not  get  to. 

Of  course,  you  all  have  gone  over  this  matter,  and  you  know  just 
as  well  about  the  conditions  as  we  do.  With  our  southern  farmers 
the  mortgage  system  is  what  has  ruined  us,  because  the  southern 
farmer's  crop  and  home  is  mortgaged,  and  everything  else,  and  con- 
sequently we  have  got  to  have  some  Government  aid  if  we  are  to 
save  the  homes  we  already  have.  That  is  all  there  is  to  it.  We  are 
gradually  losing  every  year.  There  are  more  tenant  farmers  than 
there  ever  were,  and  they  are  increasing  every  year,  year  by  year,  in 
ihe  State  of  Texas. 
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The  Chairman.  That  is  a  deplorable  condition. 

Mr.  HiLLiARD.  A  deplorable  condition,  and  we  can  have  it  helped 
by  Government  aid  to  help  us  get  the  cost  of  production  on  our 
cotton.  When  it  costs  us  40  cents  to  raise  cotton  and  we  have  to  sell 
that  cotton  sometimes  at  20  to  23  cents,  and  even  lower  than  that, 
you  know  that  we  are  losing.  Most  of  our  cotton  farmers  in  the 
South  are  facing  that  very  condition  to-day.  Take  the  man  who  is 
renting  the  land,  or  a  share  cropper,  and  he  gets  into  a  hole  like  that. 
Where  is  he  going  to  get  out?  He  can't  get  out  unless  he  gets  the 
help  from  somewhere.  In  war  time  we  made  some  good  crops,  and 
the  South  got  in  better  condition,  but  right  after  the  deflation  came 
along  and  we  lost  what  we  had  gained  the  year  or  two  before.  If 
we  had  the  Norris-Sinclair  bill  adopted  and  had  this  gambling  cut 
out  on  cotton  it  would  be  a  great  help  to  us.  President  Wilson  said 
it  was  a  bad  thing  during  the  war,  and  if  it  was  a  bad  thing  during 
the  war  it  is  a  bad  thing  during  peace  times.  If  we  could  cut  out  the 
gambling  on  cotton  and  wheat  and  other  farm  products  I  firmly 
believe  that  the  southern  farmer,  and  not  only  the  southern  farmer 
but  the  farmer  everywhere  who  farms  wheat  and  farms  cotton  and 
farms  corn,  would  get  back  on  their  feet  again. 

Senator  Keyes.  Do  you  have  the  boll  weevil  down  there? 

Mr.  HiLLiARD.  Yes,  sir;  we  have  the  boll  weevil,  and  we  are  glad 
of  it.  We  don't  want  any  money  spent  on  the  eradication  of  the 
boll  weevil.    Just  let  him  go.    We  need  him. 

The  Chairman.  You  mean  by  that,  I  assume,  that  if  you  didn't 
have  the  boll  weevil  you  would  have  so  much  cotton  it  would  not 
be  worth  anything? 

Mr.  HiLLARD.  Yes,  sir;  it  would  not  be  worth  anything. 

Now  then,  it  is  but  common  sense  to  me  if  we  could  get  as  much 
for  5  bales  of  cotton  as  we  did  for  10,  it  was  worth  more  to  us 
to  raise  5  than  10,  consequently  the  boll  weevil  did  a  good  thing. 

Senator  Keyes.  We  have  been  appropriating  a  good  deal  of 
money  to  eradicate  him,  as  I  understand  it. 

Mr.  HiLLARD.  Yes ;  and  the  money  has  been  spent.  The  fellows 
in  Texas  have  got  the  money  appropriated  for  demonstrations 
around  in  some  of  the  towns,  but  the  real  farmers  have  never  seen 
the  boll-weevil  demonstrations.  I  have  never  in  my  life  seen  a 
demonstration  of  any  plan  to  get  rid  of  the  boll  weevil,  and  I  have 
been  around  a  good  deal.  That  is  money  just  junked  away,  that 
is  all. 

FUETHER  STATEMENT  OF  MR.  A.  M.  HILLIARD,  PRESIDENT  OF 
TEXAS  FARM  LABOR  UNION,  FORT  WORTH,  TEX.  (made  January 
9,  1924). 

Mr.  HiLLARD.  Mr.  Chairman,  I  was  only  here  just  a  little  while 
before  yoir  adjourned  the  other  morning,  and  I  would  like  to  add  to 
my  statement. 

I  am  from  the  cotton-growing  State  of  Texas,  and  with  Texas 
farmers  our  worst  fault  is  with  our  marketing  system,  because  we  are 
in  debt,  all  of  the  farmers  of  the  South,  and  the  marketing  system 
has  forced  us  to  put  our  crop  on  the  market  at  far  below  what  it 
costs  us  to  raise  it.    I  don't  mean  the  dollars  and  cents  we  are  out 
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during  the  year,  but  we  get  nothing  for  our  labor,  and  the  way  we 
have  to  buy  the  products  buck  and  tlie  way  we  have  to  sell  kreps  us 
in  debt  all  the  time. 

For  instance,  this  year's  crop  was  sold  at  from  21  to  24  cents  a 
l)ound.  The  major  portion  of  this  crop,  because  it  happened  to  be 
early  and  we  had  to  sell  at  that  one  market,  the  Government  report 
and  reports  from  our  agricultural  department  at  Austin,  Tex.,  show 
that  it  cost  us  around  40  cents  to  raise  this  crop  (that  is,  if  we  got 
anything  for  our  labor),  and  the  crop  was  sold  for  from  21  to  24 
cents. 

Also,  what  we  have  had  to  buy  in  different  classes  has  been  pretty 
thoroughly  discussed  here  this  morning. 

In  the  cooperative  organization,  of  which  I  am  State  president, 
we  find  it  very  hard  to  operate  without  money,  although  we  are 
organized. 

Senator  Heflin.  And  if  you  can't  get  money  you  can't  operate? 

Mr.  HiLLiARD.  That  is  what  it  is. 

Senator  Gooding.  Are  the  bankers  and  business  men  giving  your 
organization  any  assistance? 

Mr.  Htlliard.  In  some  places  they  are  and  in  some  places  they  are 
pretty  hard  on  us.    That  is  the  size  of  it. 

Senator  Goodino.  Would  you  have  any  trouble  putting  over  a 
farm  marketing  organization  if  the  bankers  and  business  men  of  the 
country  would  withdraw  their  opposition  to  it  and  would  cooperate 
with  the  farmers? 

Mr.  HiLLiARD.  Well,  I  don't  know.  It  seems  to  me  like  our  bank- 
el's  down  in  Texas  really  like  to  see  us  stay  in  debt.  I  don't  know 
whether  thev  really  want  to  help  us  or  not. 

Senator  Goodino.  The  question  I  asked  was  if  the  bankers  and 
business  men  of  the  country  would  cooperate  with  the  farmers  would 
there  be  any  trouble  about  organizing  the  farmers  of  the  country 
into  a  marketing  organization? 

Mr.  HiLLiARD.  I  don't  think  there  would  be  a  great  deal  of  trouble. 

Senator  Goodinc}.  There  would  not  be  any  in  my  country. 

Mr.  HiLLiARD.  There  would  not  be  a  great  deal  of  trouble,  but  you 
can  hardly  mix  oil  and  water.  Of  course  we  have  a  cooperative  or- 
ganization. It  has  about  125,000  members.  In  this  Texas  branch 
we  find  it  hard  to  operate  unless  we  can  get  a  marketing  system. 
That  is  what  we  want  to  do  now,,  to  start  with  our  organization,  to 
get  the  cost  of  production  of  our  cotton,  at  least,  so  that  the  farmer 
of  the  South  can  get  out  of  debt  and  have  something  left.  I  fe^l 
like  he  is  entitled  to  the  same  living  that' anybody  else  is  entitled  to, 
but  we  have  such  a  spread  between  the  farmer's  product  and  what 
he  buys  back.  For  instance,  take  the  little  flouring  mill  right  there 
in  our  own  State.  I  was  inside  of  a  little  flouring  mill  last  spring, 
and  in  this  flouring  mill  there  was  a  little  merchant  there  that  be- 
longed to  our  organization.    He  was  getting  $2.36  for  flour. 

Tne  Chairman.  How  much  flour? 

Mr.  HiLLiARD.  For  a  48-pound  sack.  I  asked  him  if  he  was  not 
really  ashamed  to  charge  that  per  cent  on  flour.  He  just  went  around 
and  got  his  bills  and  showed  me  that  it  cost  him  $2.25  laid  down  in 
that  store. 
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I  was  down  at  Terrell,  Tex.,  300  miles  from  there,  and  I  found  that 
same  mill's  product  selling  at  Terrell,  Tex.,  at  $1.60. 

The  Chairman.  The  same  flour? 

Mr  HiLLiARD.  The  same  flour  exactly.  Where  other  people_ai-e 
organized  thev  get  their  price,  and  we  farmers  have  to  pay  ihat 
is  all  there  is  to  it.  For  instance,  you  take  a  bale  of  cotton  and  work 
it  up  into  anv  kind  of  product  that  you  have  to  buy  back,  and  tlie 
spread  is  too  ffreat.  For  instance,  for  last  year's  crop,  in  round  num- 
berslhe  farmer  only  got  a  little  better  than  $7,000,000  000  and  it 
sold  for  about  $25,000,000,000.     Tlie  price  fixers  got  that  for  last 

'^^Senator^HEFLiN.  You  mean  the  raw  material  cost  so  much  and  the 
finished  product  sold  for  that  much  more. 

Mr.  HiLLiARD.  Yes. 

Senator  Heflin.  Well,  I  heard  an  expert  say  that  a  bale^ of  cotton 
made  into  cotton  handkerchiefs  sells  for  between  $6o0  and  t^^lH). 

Mr.  HiLLiARD.  Well,  I  am  certain  it  will  be  that  high,  it  not 

^Senator  Heflin.  And  that  there  are  a  good  many  things  that  it 
can  be  made  into  where  the  profit  is  even  greater  than  that. 
Mr.  HiLUARD.  Yes,  sir.  ^        ,  j        i    i 

Senator  Heflin.  I  read  a  story  where  a  Frenchman  made  a  bale 
of  cotton  into  fine  laces,  and  he  sold  the  product  for  $1,004,  and  at 
that  time  the  farmer  got  $45  per  bale.    That  is  9  cents  a  pound. 
Mr.  HmJARD.  You  take  all  the  products  of  cotton,  and  we  feel 

like  there  is  too  great  a  spread.  ^  .,      t-         t   u 

In  a  State  convention  of  organized  labor  and  the  Farm  Labor 
Union  they  passed  legislation  along  the  lines  of  the  Norns-bmclair 
bill  They  felt  that  we  had  to  have  some  help  from  somewhere,  and 
they  sent  me  here  as  a  representative  to  ask  this  Congress  to  pass 
this  bill,  or  a  similar  bill,  that  would  give  the  farmer  some  kind  of  a 
show  so  that  he  could  educate  his  children  and  manage  to  live  at  all. 

Senator  Gooding.  Mr.  Hilliard,  the  success  of  your  organization 
is  already  in  the  record :  that  is,  what  you  have  ac€omphshed  up  to 
the  present  time. 

Mr.  Hiluard.  Yes,  sir. 

The  Chairman.  Is  that  all,  Mr.  Hilliard  ? 

Mr.  HnjJARD.  Yes ;  that  is  about  all  that  I  have  to  say. 

The  Chairman.  All  right.  We  are  very  much  obliged  to  you. 
We  will  adjourn  until  10  o'clock  to-morrow  morning. 

(The  committee  then  adjourned  to  Wednesday,  January  9,  1924, 
at  10  o'clock  a.  m.) 
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WEDNESDAY,  JANUARY  9,   1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  Z>.  C\ 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326,  Senate  Office  Building,  Senator  George  W.  Norris 
presiding. 

Present:  Senators  Norris  (chairman).  Capper,  Keyes,  Gooding, 
Ladd,  Norbeck,  Harreld,  McKinley,  Johnson,  Smith,  Kendrick, 
Harrison,  and  Caraway. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Tank  is 
the  first  witness  this  morning. 

STATEMENT  OF  ME.  JOHN  TANK,  DAVENPOKT,  IOWA. 

The  Chairman.  Mr.  Tank,  state  your  name  and  residence. 

Mr.  Tank.  John  Tank,  Davenport,  Iowa. 

The  Chairman.  How  old  are  you'^ 

Mr.  Tank.  Forty-three  past. 

The  Chairman.  What  is  your  business? 

Mr.  Tank.  Farmer. 

The  Chairman.  Are  you  connected  with  any  farm  organizations? 

Mr.  Tank.  The  Iowa  State  Union  of  the  American  Society  of 
Equity. 

The  Chairman.  All  right.  We  would  like  to  have  you  go  ahead 
and  talk  about  any  of  these  bills  that  are  pending. 

Mr.  Tank.  Gentlemen,  before  I  express  my  opinion  on  these  bills 
I  would  like  just  to  make  a  brief  statement  of  the  conditions  as 
they  exist  in  my  section  of  Iowa. 

I  think  Scott  County  is  conceded  to  be  one  of  the  best  agricul- 
tural counties  out  of  our  99  counties  which  we  have  in  the  State. 

The  Chairman.  Whht  part  of  the  State  is  it  in  ? 

Mr.  Tank.  It  is  in  the  central  east  portion.  I  live  about  10  miles 
northwest  of  Davenport  in  a  section  where  land  in  1919  sold  as  high 
as  $450  an  acre.  I  leased  160  acres  of  land  in  this  section  in  the  fall 
of  1920,  about  the  time  harvesting  was  going  on,  for  a  cash  rental 
of  $12  per  acre.  That  kind  of  land  that  I  had  was  renting  anywhere 
at  that  time  from  $12  to  $20,  depending  largely  on  the  class' of  im- 
provements on  the  farm.  At  the  time  that  I  signed  up  my  lease  the 
local  elevator  was  paying  $2.20  a  bushel  for  wheat,  about  $1.45  for 
corn,  and  hogs  were  netting  us  at  home  about  14J  cents.  When  I 
harvested  my  1921  crop  and  had  it  ready  for  the  market  I  think 
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I  realized  oii  an  average  about  ST  and  88  cents  a  bushel  for  mv 
wheat.  Corn  was  quoted,  that  is,  the  price  that  the  elevator  offered 
was  28  cents  a  bushel,  and  I  don't  remember  the  exact  figure  for 
hogs  at  that  time,  but  if  I  rememl)er  right  it  was  something  like 
8  cents,  or  $8  a  hundred.  My  landlord  assisted  me  to  the  extent 
of  reducing  the  amount  that  I  was  to  pay  to  $10,  and  extending 
the  time  of  payment  about  eight  or  nine  months  until  1  could  realize 
a  better  price. 

I  was  unfortunate  in  the  hog  croj),  losing  most  of  my  hogs  through 
cholera.  I  had  just  a  few  hogs  to  sell,  so  that  I  had  considerable 
corn  to  market.  I  put  this  on  the  market  in  July  at  50  cents  a 
bushel  at  the  local  elevator.  During  the  season  of  192*2  our  con- 
ditions were  just  a  little  bit  better.  I  averaged  about  92  cents  for 
my  wheat  and  60  cents  for  my  corn. 

Now,  it  was  heralded  in  the  papers  three  or  four  months  ago  that 
the  Iowa  farmer  was  getting  $1  a  bushel  for  his  corn.  I  know 
of  one  or  two  cases  in  my  vicinity  there  where  the  farmer  would 
pick  out  a  select  load  of  ear  corn,  haul  it  about  10  miles  to  Daven- 
port, and  sell  it  there  to  the  transfer  companies  or  other  teaming 
interests  for  from  05  cents  to  $1,  but  this  market,  you  undei*stand. 
was  very  limited,  and  this  was  only  realized  for  a  period  of  per- 
haps three  weeks  after,  I  would  saVv95  per  cent  of  the  corn  had 
already  been  disposed  of,  and  most  largely  in  the  form  of  beef  and 
hogs. 

I  do  not  know  just  what  percentage  of  our  corn  is  sold  in  its 
original  state,  but  I  think  it  runs  very  small  compared  to  the  crop 
that  is  raised. 

For  the  past  year  conditions  were  just  a  little  bit  l>etter,  perhaps, 
in  the  wheat  situation  than  they  were  the  previous  year.  I  was 
fortunate  enough  to  get  my  crop  over  at  a  dollar  a  bushel  to  the 
local  elevator.  This,  I  think,  was  paid  for  about  a  week  or  10  days. 
It  was  never  that  high  before,  nor  has  it  ever  been  up  there  since. 
I  think  the  average  local  price  at  our  elevator  will  run  about  92 
and  93  cents.  A  dollar  is  the  highest  that  has  been  paid,  and  it  has 
sold  as  low  as  85  cents. 

My  success  in  the  hog  business  was  about  the  same  as  I  had  in  the 
previous  year.  We  have  quite  a  lot  of  hog  cholera  in  that  section 
right  at  the  present  time,  and  besides  there  is  considerable  so-called 
flu,  which  does  not  take  so  many  hogs  by  actual  death  but  it  does 
retard  their  development.  It  will  set  a  hog  back.  A  hog  will  be 
sick  for  perhaps  a  week  or  two,  coughing  and  having  a  fever,  and 
it  will  set  him  back  perhaps  a  whole  month  or  six  weeks  feeding, 
and  then  it  takes  just  that  nuich  to  put  him  back  to  the  condition 
that  he  was  in  when  he  got  sick.  I  have  something  like  1,500 
bushels  of  corn  to  sell  at  this  time.  The  quality  is  not  as  good  as 
it  has  been  in  the  past  two  years,  for  the  reason  that  the  frost  hit 
us  a  little  too  early.    It  is  not  fully  matured. 

The  Chairman.  Are  you  still  living  on  that  same  farm^ 

Mr.  Tank.  Yes,  sir. 

The  Chairman.  Are  you  paying  the  same  rent  now? 

Mr.  Tank.  I  am  paying  $10  an  acre. 

During  the  two  years  previous  we  had  what  the  papers  called  a 
bumper  crop,  both  in  the  production  of  wheat  and  corn,  and  the  past 
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year  we  had  about  the  same  size  crop  of  corn,  excepting  that  it  was 
not  quite  the  quality  that  we  had  the  two  preceding  years.  The 
wheat  yield  was  cut  down  considerably  on  account  of  winter  killing. 
Our  average  in  that  section  runs  perhaps  around  30  bushels  to  the 
acre.  I  think  this  year,  1923,  the  average  was  perhaps  closer  to  20 
bushels.  My  own  crop  runs  around  23J  bushels  by  threshing  ma- 
chine measure,  and  it  runs  a  few  bushels  over  at  the  local  elevator. 
That  is,  a  few  bushels  on  the  whole. 

The  Chairman.  How  many  acres  in  that  farm  ? 

Mr.  Tank.  One  hundred  and  sixty. 

The  Chair3ian.  And  then  you  had  to  hire  some  help,  did  you? 

Mr.  Tank.  I  was  just  coming  to  that  now. 

The  Chairman.  All  right. 

Mr.  Tank.  I  have  two  boys  at  home.  I  have  three  at  home,  but 
the  oldest  one  is  working  at  one  of  the  local  banks  at  Eldridge,  Iowa. 
The  second  one  is  now  18  years  of  age  and  the  third  16.  Besides  I 
have  two  girls  at  home  and  my  wife,  and  all  of  us  have  contributed 
toward  the  work  necessary  to  the  production  of  farm  crops. 

I  own  a  piece  of  property  in  the  city  of  Davenport,  from  which  I 
liave  had  an  income  of  about  $300  a  year  during  the  time  I  speak  of. 
Besides  I  have  had  an  income  as  manager  of  this  local  shipping  asso- 
ciation averaging,  perhaps,  for  the  three  years  about  $250  a  year. 
I  don't  know  just  what  my  status  is  going  to  be  for  the  past  year, 
but  I  know  that  I  have  paid  out  $600  in  cash  money  for  the  years 
1921  and  1922  over  and  above  what  I  have  taken  in  as  income  from 
m}'  crops  and  otherwise.  We  have  not  enjoyed  the  standard  of 
living  that  we  did  about  seven  or  eight  years  previously  when  I 
was  a  wage  earner  in  the  city,  when  all  the  children  were  going  to 
school  and  no  one  was  getting  an  income  except  myself. 

Xow,  those  are  the  conditions,  I  think,  that  would  apply  generally 
in  my  section  so  far  as  the  tenant  farmer  is  concerned.  A  few, 
perhaps,  have  been  more  fortunate  than  I  in  having  a  number  of 
hogs.  Take,  for  instance,  last  year:  corn  was  down  low  and  hogs 
were  up  around  8  or  9  cents,  and  the  man  that  had  a  lot  of  hogs 
finished  off  the  hogs  and  perhaps  made  a  little  money,  but  the  rest  of 
them  that  were  in  the  same  boat  that  I  was  practically  fared  the  same 
way.  There  is  any  number  of  farms  in  Scott  County  which  have 
during  the  last  year  gone  back  to  the  original  owner  <3r  to  the  men 
who  owned  the  mortgage  on  the  place.  I  have  not  any  figures  as  to 
how  many  have  quit  in  our  section,  but  I  know  that  there  were  during 
the  past  three  months  something  like  75  to  100  farm  sales  held  in 
Scott  County,  Iowa,  and  out  of  the  entire  bunch  I  think  there  were 
two  or  three  at  least  in  which  the  man  stated  his  reason  for  having  a 
sale  as  being  the  fact  that  he  was  retiring  from  the  farm.  The 
majority  simply  decided  to  quit  farming  and  were  holding  a  sale. 

When  I  bought  my  stock  and  equipment  in  the  fall  of  1920  binders 
that  had  been  in  use  three  or  four  years  were  bringing  as  high  as 
$200.  I  saw  a  binder  sold  at  a  sale  last  month,  the  same  kind  of  a 
binder,  and  in  the  same  condition,  for  $35.  And  other  things  are  in 
proportion.  , 

Horses  that  three  years  ago  brought  $200  to  $250  go  begging  now 
at  anywhei^e  from  $75  and  not  over  $100. 

Senator  Kendrick.  I  call  your  attention  to  the  fact  that  horses 
all  over  the  country  are  almost  unsalable,  but  the  price  of  your 
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binder  at  $35  did  not  i*eflect  any  decline  in  the  first  cost  of  the  binder 
as  it  came  from  the  implement  dealer  in  the  community,  did  it'^ 

Mr.  Tank.  No,  sir.  The  binders  now,  of  the  same  kind,  new,  I 
think,  at  this  time  would  cost  you  somewhere  around  $240  to  $250. 

Senator  Kendrick.  Practically  the  same  as  it  did  two  or  three 
years  ago? 

Mr.  Tank.  Practically  the  same. 

Senator  Johnson.  Last  fall  I  bought  a  7-foot  Deering  binder 
for  $200.  I  traded  in  a  colt  for  $100,  a  4-year-old,  weighing  1,400 
pounds,  unbroken  colt,  without  a  blemish. 

Mr.  Tank.  Now,  the  farm  sales  reflect  somewhat  the  condition 
among  the  farmers  there.  On  160  acres  the  average  farm  sold  in 
our  community  would  range,  I  think,  on  an  average  around  $8,000. 
That  is,  take  it  four  years  ago.  The  same  kind  of  a  sale  to-day  will 
run  around  $3,000.    I  am  speaking  just  of  the  personal  property. 

As  I  have  stated  before,  the  price  of  products  that  we  have  had 
to  buy  has  come  down  very  little,  to  meet  the  price  at  which  we 
have  to  sell. 

The  Chairman.  What  about  the  land  itself  in  price  as  compared 
with  four  years  ago.  This  same  land  that  you  said  was  selling  for 
$450  an  acre,  what  is  it  selling  for  no w  ? 

Mr.  Tank.  There  is  not  any  land  of  this  kind  or  of  this  type  that 
has  been  selling.  I  know  of  only  one  case  of  a  farm  that  you  might 
class  along  the  line  of  mine  that  would  sell  for  $265  an  acre,  but  I 
don't  think  that  this  would  hardly  be  a  fair  estimate  of  the  market 
value,  for  the  i-eason  that  these  men  who  bought  the  farm  were 
buying  it  for  a  widow  with  a  family  of  children,  and  the  father  is 
a  very  well-to-do  man. 

Senator  Gooding.  On  your  farm  that  you  rented,  what  was  the  con- 
dition generally  of  the  improvements  and  the  land  ? 

Mr.  Tank.  The  improvements  are  not  as  good  as  some  in  the  same 
section.  The  farm  was  a  trifle  run  down.  The  man  who  had  been 
on  previously — and  he  had  been  on  there  for  seven  years — did  not 
give  the  attention  that  farmer?  generally  give  to  land  in  that  section* 
and  my  crops  were  possibly  cut  down  10  per  cent  by  reason  of  that 
fact. 

Senator  Johnson.  Mr.  Tank,  when  you  mentioned  a  little  while 
ago  the  prices  on  corn  and  w^heat,  did  you  mention  the  price  on  oats 
in  1922  in  Iowa,  or  in  1921  ? 

Mr.  Tank.  No,  I  did  not. 

Senator  Johnson.  I  understand  they  were  verj^,  very  low. 

Mr.  Tank.  Oats  were  vei-y  low.  I  think  they  were  down  to  25 
cents  at  the  time  I  was  speaking  of. 

Senator  Gooding.  What  is  your  judgment  in  regard  to  the  condi- 
tion of  the  soil  generally  ?  Has  it  come  up  or  is  it  going  down  ?  Is 
production  going  forward  or  backward? 

Mr.  Tank.  I  can  not  speak  of  the  State  as  a  whole,  but  in  my  vi- 
cinity, in  Scott  and  Clinton  Counties,  they  are,  as  a  whole,  on  what 
I  would  say  a  rather  hi^h  plane  of  fertility.  I  know  farms  in 
my  community  that  have  been  in  the  same  hands  for  20  years,  where 
during  some  seasons  they  have  trouble  in  raising  a  crop  of  grain, 
and  oats  especially,  and  barley,  for  the  reason  that  the  ground  is  so 
rich  that  it  will  almost  invariably  mold,  especially  if  we  have  con- 
siderable rain. 
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I  have  oimined  to  you  the  condition  generally  in  our  section, 
which  I  believe  is  considered  one  of  the  iSst  in  the  country. 

Senator  Kendrick.  Will  you  inform  the  committee  as  to  what 
valuation  your  landlord  places  on  his  land  in  fixing  this  rental  at 
$10  an  a<;re  ? 

Mr.  Tank.  Well,  I  can  not  say  that  they  fix  it  on  the  price  of  the 
land  exactly.  It  is  fixed  somewhat  on  the  demand,  I  think,  for  the 
places. 

The  Chairman.  They  charge,  of  course,  just  what  they  can  get  ? 

Mr.  Tank.  What  they  can  get.    That  is  the  idea. 

The  Chairman.  Did  your  lease  provide  for  a  series  of  years,  or 
was  it  just  for  a  year? 

Mr.  Tank.  No,  just  from  year  to  year.  The  place  I  am  on  has 
been  leased  to  another  party  because  I  objected  to  paying  $10  for 
the  place  I  was  on,  and  rather  than  obligate  myself  to  pay  that  price 
for  another  year  I  have  sold  out  and  quit,  or  intended  to  quit,  but  I 
did  rent  another  place  about  10  miles  from  where  I  am,  with  ground 
that  is  in  a  better  state  of  fertility,  in  better  condition  all  around, 
and  the  buildings  are  perhaps — well,  the  buildings  are  in  good  re- 
pair, but  the  place  has  just  changed  hands  and  the  man  that  I  have 
leased  it  from  has  agreed  to  put  them  in  first  class  condition,  and 
after  this  is  done  I  will  have  as  good  equipment  and  buildings  as 
you  will  find  on  any  tenant  place,  I  think,  or  on  the  average  tenant 
place,  at  least  in  Scott  County,  and  I  am  paying  $8. 

Senator  Kendrick.  I  have  in  mind  an  implement  dealer,  ap- 
parently a  very  reliable  man,  who  stated  to  me,  in  connection  with 
the  livestock  of  Minnesota  and  other  Northwestern  points,  in  fact, 
that  only  25  per  cent  of  the  farmers  there  had  livestock  on  their 
farms.     Can  you  tell  us  whether  that  condition  prevails  in  Iowa  ? 

Mr.  Tank.  That  condition  does  not  prevail  in  our  section.  We 
have  very  few — I  am  speaking  of  a  farm  of  the  size  of  mine — that 
have  not  at  least  from  somewhere  around  15  to  25  head  of  cattle. 
Some  of  them  perhaps  feed  a  lot  of  beef  cattle  and  milk  many  dairy 
cattle,  but  mine  are  of  the  general-utility  type.  We  are  milking 
anywhere  from  eight  to  a  dozen  cows. 

Senator  Gooding.  Wliat  are  the  taxes  on  this  land  ? 

Mr.  Tank.  The  taxes  run  about  $2  per  acre  on  the  farm  I  am  on 
at  the  present  time. 

Now  we  have  been  told  that  the  farmer  should  practice  economy. 
I  don't  believe  it  is  necessary  to  tell  them  to  practice  it;  they  liave 
been  doing  it  for  three  years. 

Senator  Kendrick.  Don't  you  think  the  middle  name  of  the 
farmer  is  economy? 

Mr.  Tank.  I  am  satisfied  so,  because  it  naturally  makes  him  an 
economist,  if  he  tries  to  make  ends  meet.  They  are  not  spending 
their  money  on  automobiles,  as  has  been  suggested  in  the  press.  In 
fact  I  am  one  of  those  that  do  not  even  run  a  Ford.  If  I  want  to  go 
anywhere  I  have  to  sponge  on  my  neighbor  or  else  take  the  horse 
and  buggy. 

Now,  then,  they  have  also  been  telling  us  that  we  should  diversify. 
I  don't  think  that  that  would  apply  to  our  section,  because  we  are 
pretty  near  all  practicing  diversified  farming  there  now,  as  well  as 
practicing  proper  crop  rotation.  We  have  what  they  call  a  four-crop 
rotation.     Land  that  is  in  hay,  clover,  meadow  this  year  we  plant 
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to  a  crop  of  corn  the  following  year,  and  then  to  a  crop  of  oats,  and 
tlien  perhaps  to  a  crop  of  winter  wheat,  in  which  is  seeded  another 
crop  of  meadow. 

I  l)eiieve  if  more  farmers  went  into  the  dairy  business  there  it 
would  simply  hurt  some  of  the  fellows  tliat  are  selling  dairy  prod- 
ucts at  this  time.  We  at  home  are  not  making  a  gi-eat  deal  out  of 
our  dairy  cows.  We  put  our  milk  on  the  market  in  the  form  of 
butter,  and  we  are  realizing  the  highest  price  we  can  for  that  l)e43ause 
we  sell  it  privately  to  customers  in  the  city  of  Davenport. 

1  have  not  done  much  in  eggs  and  chickens  and  other  poult  it  be- 
cause I  didn't  think  they  were  profitable.  Poultry  has  been  profit- 
able for  the  past  year,  and  it  has  been  the  only  thing  on  the  market 
that  has  been  profitable,  but  you  realize  that  this  is  only  a  special 
line,  and  it  must  be  followed  on  a  small  scale,  and  can  not  be  followed 
on  a  farm  of  the  size  we  operate  as  anything  more  than  a  side  line. 

Senator  Gooding.  What  interest  do^  you  pay  on  money  that  is 
borrowed? 

Mr.  Tank.  Seven  per  cent. 

Senator  Gooding.  And  a  conmiission,  or  do  you  go  to  the  banks 
and  get  it? 

Mr.  Tank.  No  ;  we  go  to  the  bank  and  get  it  at  7  per  cent. 

Senator  Johnson.  You  mean  on  a  note,  not  on  leal  estate? 

Mr.  Tank.  On  a  note.  I  don't  know  what  it  is  on  real  estate, 
because  I  have  not  borrowed  any. 

Senator  Smith.  You  pay  7  per  cent  at  the  time  of  making  the 
note?     The  note  is  discounted  at  the  time  you  make  it? 

Mr.  Tank.  No.  1  borrow  tlie  money  iFor  a  short-term  period — 
six  months  or  a  year,  say — at  7  per  cent  at  the  end  of  the  time. 

Senator  Smith.  At  maturity? 

Senator  Johnson.  Mr.  Chairman,  I  want  to  ask  the  Senator  fiom 
Wyoming  a  question.  Did  that  Minnesota  implement  dealer  that 
said  there  were  only  25  per  cent  of  the  farms  in  Minnesota  that  had 
livestock  on  them  say  that  applied  to  the  whole  of  Minnesota  ? 

Senator  Kendrick.  Yes.  I  understood  that  there  were  places  in 
Minnesota — that  is,  rather  large  tracts  of  the  country — in  which  th^ 
farmers  were  without  any  kind,  almost,  of  livestock,  and  in  soHie 
instances  there  did  not  seem  to  have 

Senator  Johnson.  Tlie  southern  and  central  parts  of  the  State  we 
have  got  more  cattle  than  we  need:  it  doesn't  pay  to  keep  them. 

Senator  Kendrick.  He  spoke  of  hogs  and  also  of  sheep. 

The  Chairman.  All  right:  let  us  proceed  with  the  witness. 

Mr.  Tank.  As  far  as  hogs  are  concerned,  now,  that  you  mention 
hogs,  the  fellows  that  were  feeding  them  last  fall  were  going  to 
lose  money  if  they  had  to  buy  corn  at  the  prices  which  prevailed 
during  the  months  of  August  and  July,  1923,  because  at  that  time 
corn  was  selling  around  75  cents,  what  little  there  was  to  sell,  and 
those  same  hogs  were  netting  the  farmer  at  home  about  6  to  6J  cents. 

Senator  Gooding.  Is  there  money  in  corn  at  75  cents  a  bushel? 

Mr.  Tank.  Corn  at  75  cents  a  bushel,  I  would  say,  would  let  me 
come  out  perhaps  a  little  to  the  good. 

Senator  Gooding.  A  little  to  the  good :  but  not  much  ? 

Mr.  Tank.  Not  much. 
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The  Chairman.  That  would  only  depend  on  what  you  had  to  pay 
out  as  rent  and  what  you  had  to  pay  out  for  other  expenses  and  what 
jjrices  jou  had  to  pay  for  things  you  had  to  buy  ? 

Mr.  Tank.  Exactly. 

Senator  Gooding.  What  crop  of  corn  are  jou  and  other  farmers 
getting  throughout  the  State? 

Mr.  Tank.  My  corn  has  averaged  this  year  65  bushels,  a  few 
bushels  less  than  last  year,  and  about  the  same  thing  for  the  season 
of  1921. 

It  has  been  said  that  we  could  solve  otir  problems  by  cooperation. 
I  am  a  real  cooperative  at  heart.  I  am  president,  as  I  have  stated,  of 
the  Iowa  branch  of  the  American  Society  of  Equity,  and  I  have 
tried  for  the  past  six  yeai-s,  along  with  some  coworkers,  to  get  the 
farmers  organized  in  my  Section,  and  I  want  to  tell  you  that  it  is 
an  uphill  proposition,  and  I  do  not  think  fhat  we  can,  through  co- 
operation, get  the  farmer  into  a  state  of  cooperation  where  he  can 
help  himself  for  quite  a  few  years  to  come.  I  have  had  men  cite  me 
some  cooperative  farm  organizations,  such  as  the  Citrus  Fruit  Grow- 
ers of  California,  the  Lettuce  Growers  of  the  Imperial  Valley  in 
California,  and  other  cooperative  organizations  of  that  kind.  Be- 
fore I  leased  this  160-acre  farm  I  had  20  acres  a  few  miles  from 
where  I  am  living  now,  and  necessarily  I  had  to  go  somewhat  into 
the  truck  business.  I  grew  onions,  carrots,  and  the  like.  I  went  onto 
this  place  in  the  spring  of  1918  and  had  a  good  crop,  and  got  fairly 
good  prices  for  that  year  and  made  a  little  money. 

The  piece  of  land  I  had  was  a  heavy  black  loam,  very  flat,  and  it 
was  not  tiled.  It  cost  quite  a  little  money  to  tile  it  out,  and  there- 
fore the  owner  did  not  put  in  the  tile.  The  yeai-s  1919  and  1920 
were  very  wet  in  our  section,  and  I  had  my  potatoes  standing  under 
water  for  weeks  at  a  time,  and  they  rotted  right  in  the  field,  so  that 
the  last  few  years  I  did  not  even  break  even  there,  but  what  I  wanted 
to  tell  you  was  my  experience  there  with  the  local  cooperative  or- 
ganization known  as  the  Scott  County  Onion  Growers'  Association, 
with  headquarters  at  Pleasant  Valley,  Iowa.  There  is  a  territory 
right  in  my  community  that  is  particularly  adapted  to  the  growing 
of  onions,  and  during  the  season  of  1917  and  1918  they  netted  me  for 
that  year  about  $900,  largely  through  the  efforts  of  the  cooperative 
selling  organization.  But  this  is  only  a  small  section,  and  em- 
braces perhaps  100  growers  who  ship  out  600  to  1,000  cars  of  onions 
every  season. 

Before  this  association  was  established,  some  10  or  12  years  ago, 
onions  went  begging  out  there  at  from  75  cents  to  $1  a  bushel. 
The  first  couple  of  years  that  the  cooperative  took  hold  the  prices 
doubled,  and  for  the  crop  of  1919  they  received  as  high  as  5^  cents 
per  pound  at  home.  That  is  the  cooperative  organization's  home 
field,  but  I  don't  think  you  can  apply  that  to  the  crops  that  we  are 
growing  on  our  large  acreages.  I  believe  if  you  had  all  the  w^heat 
crops  concentrated  in  the  State  of  North  Dakota  you  might  success- 
fully operate  a  cooperative  wheat  selling  organization,  and  if  you 
had  the  same  thing  apply  to  corn  in  the  States  of  Iowa  and  Illinois, 
that  you  could  make  the  cooperative  organization  come  through 
there,  but  inasmuch  as  the  wheat  is  scattered  over  the  Northwestern 
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States  and  Central  Western  States  and  the  corn  is  scattered  over  a 
number  of  States,  I  think  it  is  physically  impossible. 
Senator  Gooding.  The  principal  involved  is  the  same. 
Mr.  Tank.  The  principal  involved  is  the  same,  but  I  don't  think 
we  could  expect  within  the  next  10  years,  or  perhaps  25,  to  get  the 
farmers  sufficiently  organized  to  take  in  all  that  territory  and  have 
enough  of  an  organization  to  be  of  any  effect.  I  figure  that  in  order 
to  do  that  we  should  have  at  least  25  per  cent  organization. 

Senator  Johnson.  Mr.  Tank,  is  it  true  that  in  Iowa  in  1922  they 
dumped  several  carloads  of  onions  in  the  river  because  they  didn't 
sell  them  ? 

Mr.  Tank.  Last  season?     In  1922? 

Senator  Johnson.  I  would  like  to  say  that  a  friend  of  mine  was 
down  there — he  lived  in  North  Dakota— he  was  down  there  and  he 
told  me  that. 
Mr.  Tank.  I  don't  know  about  that. 

Senator  Johnson.  You  said  you  delivered  your  product  to  the 
creamery.    What  is  the  price  of  butterf at  now  ? 

Mr.  Tank.  We  are  not  delivering  milk  at  the  creamery.  The  bulk 
of  our  milk  in  Scott  County  is  either  sold  to  the  distributor  in  Dav- 
enport or  is  put  in  the  form  of  butter  and  sold  to  the  stores. 

Senator  Johnson.  But  do  you  know  the  prices  of  butterfat  now 
around  there  where  they  have  cooperative  creameries,  or  are  selling 
to  the  centralized  creameries? 

Mr.  Tank.  At  this  time  I  don't  know,  because  personally  I  have 
none  to  sell.  I  sell  my  butter.  The  butter  in  the  retail  market,  as 
we  deliver  it  to  the  consumer,  brings  us  around  50  or  55  cents,  and 
the  stores  I  think  are  paying  about  35  to  38  cents  for  the  same 
product.     That  is,  the  stores  in  the  local  towns. 

Senator  Harrison.  May  I  ask  you  what  the  farmers  in  your  sec- 
tion of  the  country  think  of  this  pending  legislation  ? 

The  Chairman.  The  witness  stated  that  before  he  went  into  that 
he  wanted  to  describe  the  condition  of  the  farmer.    I  suppose  he  has 
not  reached  it  yet. 
Mr.  Tank.    I  am  just  coming  to  it. 

I  might  give  you  first  the  reason  why  I  think  some  of  these 
plans  that  have  been  suggested  to  us  are  not  practical  for  our  pur- 
poses.   I  just'  want  to  answer  Senator  Johnson. 

Senator  Johnson.  Mr.  Chairman,  I  wanted  to  ask  one  or  two  more 
questions. 

The  Chairman.  Certainly,  Senator.  Anything  you  want  to  ask 
the  witness. 

Senator  Johnson.  I  just  want  to  draw  out  the  prices,  because  the 
thought  struck  me  when  the  Senator  over  there  mentioned  the  live- 
stock, and  I  wanted  to  draw  out  the  prices. 

Are  you  familiar  with  what  the  farmers  in  your  section  of  Iowa 
received  for  a  common  canner  cow  during  last  fall  on  the  market? 
Mr.  Tank.  Well,  I  am,  because  I  am  shipping  there.  I  have  not 
been  shipping  cattle  long,  because  the  buyers  have  been  taking  them 
up  largely  there,  and  we  also  have  a  number  of  other  shipping 
associations  in  the  county  that  are  shipping  stuff,  also  livestock, 
and  I  can  not  tell  you  just  what  a  canner  cow  will  bring,  but  I  can 
tell  you  what  I  got  for  a  cow  that  had  three  calves. 
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Senator  Johnson.  Not  fresh? 

Mr.  Tank.  She  was  a  dry  cow. 

Senator  Johnson.  She  was  in  pretty  fair  shape,  was  she? 

Mr.  Tank.  She  was  in  pretty  fair  shape.  She  wasn't  what  we 
call  extra  fat  in  Chicago,  but  she  was  what  I  would  style  as  medium 
fat. 

I  raised  this  cow  from  a  calf.  It  was  one  of  the  first  calves  that 
was  raised  since  we  went  back  to  the  farm,  and  the  children  were 
anxious  to  raise  it.  It  was  a  gray  Hereford,  out  of  a  common  cow 
bred  to  a  thoroughbred  Hereford  bull,  and  this  animal  brought  me 
4  cents  a  pound  m  Chicago. 

Senator  Johnson.  Well,  have  you  heard  that  they  have  to  give 
away  the  canner  cows?  That  is  what  we  are  doing  in  my  part  of 
Minnesota.    We  have  to  absolutely  give  them  away. 

Mr.  Tank.  I  have  heard  that  statement. 

Senator  Smith.  You  say  you  got  how  much  in  Chicago  ? 

Mr.  Tank.  Four  cents  a  pound. 

Senator  Gooding.  What  did  the  cow  weigh  ? 

Mr.  Tank.  One  thousand  and  sixty  at  home  and  one  thousand  and 
forty  at  Chicago. 

Senator  Johnson.  Mr.  Tank,  have  you  heard,  in  the  case  of  the 
production  of  butterfat  in  the  Northwest  now;  that  is,  this  winter 
as  compared  with  last  winter,  how  the  butterfat  is  compared  with 
the  winter  a  year  ago? 

Mr.  Tank.  You  are  speaking  of  my  section? 

Senator  Johnson.  I  am  speaking — ^have  you  heard,  in  a  general 
way,  in  Iowa  and  the  Northwest  territory  ? 

Mr.  Tank.  No;  I  have  not  heard,  as  far  as  the  other  sections  of 
the  country  are  concerned ;  but,  as  far  as  my  section  of  Iowa  is  con- 
cerned, I  believe  it  is  practically  the  same  as  it  was  a  year  ago. 

Senator  Johnson.  It  is  my  report  that  from  190  centralized  con- 
cerns it  is  10  per  cent  higher  this  year.  That  was  the  statement  sent 
to  me. 

Mr.  Tank.  You  see  a  great  deal  of  our  milk  is  sold,  especially 
on  the  hard-surface  roads,  and  distributed.  We  have  quite  a  con- 
suming territory  in  Davenport,  Eock  Island,  and  Moline,  111.,  with 
a  population  of  somewhere  around  125,000  to  150,000  people,  that 
draw  their  supplies  from  surrounding  country.  Those  distributors 
send  men  along  those  hard  roads  to  collect  milk  every  morning,  and 
the  fellows  that  are  producing  that  are  realizing  from  18  to  20  cents 
a  gallon,  and  that  is  distributed  in  the  cities  for  11  cents  a  quart 
or  44  cents  a  gallon. 

I  have  told  you  about  these  other  things  that  have  been  suggested, 
and  that  is  one  reason  why  I  am  coming  here  and  asking  the  Con- 
gress to  do  something  for  the  farmer,  that  the  Norris-Sinclair  bill 
will  help  us  if  not  to  realize  the  cost  of  production  with  a  reason- 
able profit,  it  still  will  help  us,  perhaps,  to  get  a  little  more  than  we 
get  at  the  prices  on  the  present  market.  I  think  this  bill  provides 
that  this  corporation  can  buy  all  my  supply  and  warehouse  it  and 
put  it  in  the  elevator,  and  advance  me  a  certain  percentage.  If  mv 
1922  crop  of  corn  could  have  been  handled  in  that  way,  if  I  had  been 
able  to  receive  an  advance,  say,  of  75  cents  on  that,  I  would  not  have 
83904— 24— PT  1 6 
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had  to  sell  it  at  the  time  at  60  cents  a  bushel,  but  I  could  have  held 
it  until  July  and  August  and  probably  realized  75  cents  on  it.  I 
was  forced  to  throw  mine  on  the  market  in  order  to  raise  the  rent 
and  pay  my  other  obligations. 

That  is  one  feature  of  the  bill  that  appeals  to  me.  and  I  think 
to  othei*s  in  my  community. 

Another  thing  that  I  think  this  bill  could  do  if  properly  ad- 
ministered would  be  to  find  a  better  market  for  the  farmers'  pro- 
ducts and  cut  out  some  of  these  fellows  that  are  putting  the  high 
price  on  the  consumer  and  giving  the  low  price  to  the  farmer. 
I  had  occasion  a  year  ago,  or  two  years  ago,  to  buy  a  sack  of  flour 
in  a  little  inland  town  3  miles  from  where  I  live.  The  man  out  there  is 
trying  to  do  all  he  possibly  can,  and  working  on  a  smaller  margin  of 
profit  than  any  general  store  that  I  know  of  in  the  whole  county. 
He  charged  me  $2.50  for  a  sack  of  flour.  At  the  time  wheat  was 
selling  at  our  local  shipping  point  at  85  cents  a  bushel.  I  asked  him 
why  it  was  that  with  85-ceiit  wheat  there  we  had  to  pay  $2.50  for 
a  sack  of  flour,  because  I  understood  it  took  very  little  over  a  bushel 
of  wheat  to  make  a  sack  of  flour — 45  pounds — and  that  I  was  also 
led  to  believe  that  at  least  5  to  10  or  12  years  ago  the  by-products 
would  pay  the  cost  of  milling,  and  I  asked  whether  he  just  simply 
took  the  agent's  price  and  made  no  complaint  to  the  agent,  and  he 
told  me  that  he  had,  but  that  the  agent  had  come  back  to  him — 
his  was  a  small  miller  in  Minnesota,  I  don't  remember  just  what 
town,  but  I  rather  think  it  was  Marshall,  Minn.,  but  I  would  not 
say  to  be  sure — and  this  agent  stated  to  him  that  they  could  not 
help  it,  because  they  had  to  go  and  buy  their  supplies  on  the  market 
at  Minneapolis,  and  there  was  only  so  much  released  every  day,  con- 
sequently, in  order  to  get  their  supply  they  had  to  bid  up  on  it. 
Now  I  don't  know  whether  these  conditions  are  true,  but  that  was 
the  statement  that  the  groceryman  gave  to  me  there  at  the  time. 
But  if  such  is  the  fact  I  believe  this  corporation  could  help  the 
fanner  bv  buying  these  products,  and  benefit  the  consumer  also,  by 
buying  this  wheat  from  the  farmer  and  selling  it  direct  to  these 
millei-s  throughout  the  countr}%  and  in  that  way  realize  a  better 
price. 

Senator  Harrison.  Don't  you  think  tliat  that  would  result  in  a 
largely  increased  production? 

Mr.  Tank.  I  don't  think  so,  if  you  don't  fix  the  price.  I  think 
the  faiTner  is  already  trying  to  raise  all  he  can  in  order  to  tiy  to 
Jiieet  his  obligations. 

Senator  Harrison.  So  you  don't  tliink  it  would  have  any  effect 
on  that  at  all  ? 

Mr.  Tank.  No  ;  I  don't  think  so  in  our  community,  because  we  are 
trying  to  produce  at  this  time  all  we  can. 

Senator  Harrison.  Do  you  think  the  people  would  take  advantage 
of  the  provisions  of  the  bill  to  sell  their  product  or  to  get  advances 
on  their  crops  i 

Mr.  Tank.  I  think  so,  of  course. 

Senator  Harrison.  You  think  some  of  them  would  possibly  sell? 

Mr.  Tank.  Well,  some  would  possibly  sell  and  some  would  take 
advantage  of  the  advance. 

Senator  Harrison.  You  have  not  any  definite  idea  as  to  whether 
the  majority  would  take  advances  or  sell  ? 
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Mr.  Tank.  No.    That  is  pretty  hard  to  say. 

Senator  Johnson.  Mr.  Tank,  pardon  me  for  asking  you  so  many 

questions,  but  I  know  you  personally.    I  have  met  j^ou  before,  and  I 

know  you  are  familiar  with  the  conditions  there.    You  think  that  a 

bill  like  this  that  you  mention  will  help  the  farmei-s  immediately? 

Mr.  Tank.  I  think  it  would  help  them  some. 

Senator  Johnson.  You  don't  believe,  then,  in  control  of  prices 
or  price  fixing  among  the  farmers  themselves,  like  the  man  who 
was  here  from  Texas  yesterday,  when  you  were  in  here,  advocated? 
You  don't  believe  in  that? 
Mr.  Tank.  You  mean  that  the  Government  should  fix  the  price? 
Senator  Johnson.  No;  that  the  farmers  should  fix  the  prices 
themselves  by  controlling  production  and  having  an  orderly  pro- 
duction and  orderly  marketing? 

Mr.  Tank.  Why,  yes;  I  believe  in  the  farmer  having  something 
to  say  as  to  the  price  of  his  crop. 

Senator  Johnson.  Mr.  Tank,  you  realize  at  this  time  that  what 
we  need  is  prices.  We  don't  need  to  talk  about  production.  We 
need  prices  to  help  us. 

Mr.  Tank.  That  is  the  idea. 

Senator  Johnson.  Are  you  familiar  with  the  percentage  that  the 
middle  man  gets  on  corn  between  the  producer  and  the  miller  ? 
Mr.  Tank.  I  am  not. 

Senator  Johnson.  That  is  very  low  at  the  present  time,  but  be- 
tween the  miller  and  the  consumer  is  where  it  is  high,  as  you  say, 
in  the  case  of  that  sack  of  flour — enormously  high. 

Mr.  Tank.  I  don't  know  that  I  have  anything  further  to  cft'er  on 
this  bill  unless  there  are  some  questions  you  gentlemen  want  to  ask. 
Senator  Johnson.  Before  you  go  we'  want  to  know  something 
more  about  what  you  think  about  the  bills  pending  here,  l>ecause 
you  are  here  to  give  us  conditions  and  we  want  to  get  it  from  you, 
because  you  are  a  representative  of  the  farmers  of  Iowa.  We  have 
heard  from  North  Dakota  farmers  and  others,  and  I  am  interested 
in  drawing  out  all  that  we  can  from  you,  because  we  need  all  the 
information  that  we  can  get  if  we  are  going  to  do  something  for  the 
farmer,  and  that  is  what  I  am  here  for. 

Now,  the  Coulter  bill  appropriated  $50,000,000  during  three  years' 
time  in  order  to  lend  money  to  farmers  with  which  to  buy  dairy 
cows,  hogs,  and  poultry.     What  is  your  opinion  about  that  bill  ? 

Mr.  Tank.  I  have  not  read  the  Coulter  bill,  and  am  not  familiar 
with  it,  but  I  have  heard  something  of  what  you  have  said.  I  had 
an  argument  with  one  of  the  Congressmen  about  it.  My  i)ersonal 
opinion  is  this,  that  if  this  were  done,  and  unless  it  increased  the 
consumption,  it  would  just  simply  reflect  upon  the  other  products 
along  the  dairy  and  poultry  lines  that  are  being  produced  now. 
Ili^ht  now  there  is  not  any  money  in  poultry.  I  sold  a  lot  of  my 
spring  crop  for  from  24  to  28  cents.  I  doubt  whether  I  could  <ret 
more  than  10  or  12  cents  to-day.  I  don't  know  wliether  I  could  get 
that. 

Senator  Johnson.  At  the  present  price  of  butterfat  is  there  any 
money  in  milking  cows  noAv  on  high-priced  land  and  with  the  high 
prices  for  everything? 

Mr.  Tank.  There  is  not  with  the  class  of  stock  that  I  have  got. 
T  have  not  any  high-grade  dairy  stock.     All  mine  is  stock  with  very 
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little  dairy  strain  in  it.  I  am  trying  now  to  get  a  little  more  dairy 
strain,  and  expert  that  I  will  realize  a  little  more  for  my  butterfat 
in  that  way. 

Now,  it  has  also  been  suggested  that  the  Government  loan  the 
farmers  more  money.  Gentlemen,  that  is  not  what  we  want.  It  is 
not  more  credit  that  we  want.  It  has  been  our  trouble  that  we 
have  had  credit  too  easy.  If  the  bank  had  refused  to  loan  me  money 
three  years  ago  I  would  not  be  here  to  testify  before  you  to-day. 
What  we  want  is  a  chance  to  pay  off  some  of  our  obligations. 

Senator  Kendrick.  Then  it  is  your  viewpoint  on  the  Coulter  bill, 
referred  to  by  Senator  Johnson,  that  through  increased  loans  there 
would  be  increased  production,  and  tliat  would  bring  embarrassment 
rather  than  relief? 

Mr.  Tank.  I  would  not  say  that  exactly,  as  the  Congressman 
argued  last  evening,  that  we  could  consume  considerably  more  dairy 
products. 

Senator  Ladd.  Let  me  ask  you  a  question:  In  your  section  of  the 
country  you  are  practicing  diversified  agriculture  at  the  present 
time? 

Mr.  Tank.  Yes. 

Senator  Ladd.  Supposing  instead  of  being  in  diversified  agricul- 
ture, as  you  are,  you  were  strictly  corn  growers.  Would  you  want 
to  remain  corn  growers  or  would  you  want  to  get  into  diversified 
agriculture? 

Mr.  Tank.  I  would  say  that  it  is  a  matter  of  keeping  up  the  fer- 
tility of  your  soil,  in  getting  into  something  of  that  sort.  I  don't 
say  that  I  am  opposed  to  that,  but  I  don't,  so  far  as  my  section  is 
concerned,  think  we  would  derive  any  benefit. 

Senator  Ladd.  I  agree  with  you,  but  the  condition  in  the  spring- 
wheat  belt  is  somewhat  different  than  in  your  section.  They  gave  up 
diversified  agriculture  in  that  section  ana  sold  their  stock  during  the 
war  and  devoted  their  time  during  the  war  entirely  to  growing 
wheat.  The  bottom  dropped  out  of  the  price  of  wheat,  and  it  left 
them  practically  bankrupt  and  they  are  unable  to  get  back  into 
diversified  agriculture. 

Mr.  Tank.  I  realize  tliat  very  well,  and  I  would  not  oppose  it  if 
it  were  going  to  benefit  those  fellows,  but  just  referring  to  our  sec- 
tion, I  don't  think  it  would  benefit  us. 

Senator  Ladd.  I  agree  with  you,  and  I  don't  want  to  take  up  too 
much  time,  yet  I  felt  that  I  ought  not  to  let  that  pass,  that  condi- 
tions are  identically  the  same  in  the  wheat  sections  that  they  are  in 
your  section  of  the  country,  and  if  the  conditions  were  reversed  you 
would  have  a  different  view  of  the  proposition. 

Mr.  Tank.  Our  country  is  just  reversing  the  order  that  existed 
10  years  ago.  There  was  very  little  wheat  grown  in  our  country. 
Now  we  are  growing  a  great  deal  of  wheat. 

Senator  Ladd.  And  in  doing  so  it  has  not  helped  much  the  other 
fellow  that  was  in  the  wheat  section? 

Mr.  Tank.  No,  it  has  not;  but  it  has  happened  that  the  return  on 
barley  and  oats  has  been  so  much  less  that  we  had  to  rotate  to  some- 
thing so  we  picked  wheat. 

The  Chairman.  Just  as  a  broad  proposition  it  would  be  better, 
would  it  not,  to  have  as  much  diversification  as  the  conditions  of  the 
country  would  warrant,  so  that  the  farmer  would  not  be  dependent 
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upon  one  thing  that  might  fail  and  leave  him  absolutelv  hiffh  and 
dry?  '       ^ 

Mr.  Tank.  Absolutely. 

Senator  Johnson.  Here  is  another  part  of  the  Coulter  bill.  We 
want  to  get  all  sides  of  it.  Supposing  a  renter  like  yourself  rents 
a  piece  of  high-priced  land  in  Iowa.  He  needs  the  money  to  buv 
a  few  more  cows.  He  thinks  he  can  handle  a  few  more.  You  said 
you  could  ^o  to  the  bank  and  borrow  for  7  per  cent.  If  he  is  real 
hard  up,  will  the  bank  ask  him  8  per  cent  ? 

Mr.  Tank.  Not  in  our  section. 

Senator  Johnson.  Not  in  your  section? 

Mr.  Tank.  I  think  you  can  borrow  it  now  for  6^. 

Senator  Johnson.  On  chattel  mortgage  ? 

Mr.  Tank.  I  don't  know  about  chattel  mortgages,  but  short-time 
loans. 

Senator  Johnson.  If  there  is  money  appropriated  here  now  to  be 
loaned  out  for,  let  us  say,  6  per  cent,  would  not  the  farmers  in  Iowa 
like  to  get  some  of  the  6  per  cent  money  from  the  Government,  just 
the  same  as  the  farmers  that  need  it  up  in  the  livestock  section  ? 

Mr.  Tank.  Unless  they  can  get  it  from  their  banker,  I  think  possi- 
bly they  would. 

Senator  Johnson.  Then  the  banker  would  have  to  come  down  just 
the  same,  or  else  there  will  be  a  kick? 

Mr.  Tank.  Yes,  sir. 

Senator  Johnson.  That  was  what  I  was  thinking. 

Senator  Smith.  Mr.  Tank,  let  me  ask  you  this  question :  Is  it  your 
opinion  that  the  solution  of  this  problem  has  got  to  be  found  in  the 
farmer  either  himself  being  able  to  control  the  price  of  crops  or 
some  agency  established  that  will  control  it  in  his  interest  ? 

Mr.  Tank.  Yes,  sir. 

Senator  Smith.  How  long  will  it  take,  without  the  help  of  these 
men  around  this  table,  when  the  other  man  to  whose  interest  it  is  to 
get  It  as  low  as  possible,  with  all  the  capital  he  needs,  and  with  all 
the  facihties  for  handling  it  that  he  needs,  fixes  the  price? 

Mr.  Tank.  We  realize  that  it  is  a  hard  proposition. 

Senator  Smith.  But  is  not  that  the  proposition,  that  the  man  that 
produces  the  stuff,  if  he  is  to  realize  a  profit  year  in  and  year  out 
must  be  the  man  that  is  going  to  fix  his  price?  ' 

Mr.  Tank.  That  has  been  my  idea,  but 

Senator  Smith.  Then  the  problem  is  how  are  we  going  to  reach 
that  condition?  You  will  never  solve  this  problem  as  long  as  we 
leave  the  power  in  that  position,  and  it  is  just  like  that,  and  vou  and 
I  never  can  abrogate  it.  The  whole  problem  is  how  can  we  enable 
the  farmer,  or  how  can  the  farmer  enable  himself,  to  fix  the  priced 
^  Senator  Kendrick.  Not  to  Rx  the  price,  but  to  exercise  the  same 
influence  and  control  over  price  that  other  manufacturers  exercise 

fcenator  Smith.  That  states  it  better  than  I  have  stated  it 

Senator  Ladd.  In  other  words,  Mr.  Tank  has  said  that  it  would 
take  several  years  for  the  farmer  to  become  educated  to  a  system 
ot  cooperation  that  would  be  cooperative. 

Senator  Smith.  I  have  engaged  in  cooperative  work  in  the  cotton 
section,  and  the  tobacco  section,  and  we  found  that  the  farmers  are 
thoroughly  competent  to  understand  and  enter  into  a  cooperative 
marketing  plan,  but  not  having  a  majority  of  the  cotton  and  tobacco 
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we  can  only  save  by  eliminating  the  expense  of  trading  and  of 
warehousing  and  of  processing,  and  take  that  on  ourselves  and  elim- 
inate the  middleman,  but  ultimately  we  have  got  to  take  the  other, 
and  control  the  price.  The  minute  we  get  55  per  cent  or  a  niajority 
of  the  product,  then  we  can  control  the  price.  The  next  difficulty 
is  this :  Xot  being  able  to  fix  it,  we  can  not  turn  all  of  our  coopera- 
tive tobacco  or  cotton  on  the  market  at  once — that  is  the  old  dump- 
ing process,  and  therefore  they  can  only  pay  me  say  50  per  cent 
of  the  market  price.  Then  I  have  to  wait  for  the  other  50  per  cent. 
Now  the  ordinary  condition  of  the  farmer  is  such  that  he  can*t  wait. 
His  obligations  for  producing  the  crop  mature  with  the  maturity 
of  the  crop.  Very  often  they  are  more  than  50  per  cent  of  the 
product,  and  therefore  we  have  got  to  devise  a  scheme,  before  you 
can  control  the  price,  by  which  you  can  enable  him  to  realize  suffi- 
cient on  this  crop  to  meet  the  obligations  incurred  in  its  production. 
After  the  crop  nas  matured,  during  the  next  12  months  we  will 
add  each  month's  carrying  charges.  Now,  you  can  take  it,  and  then 
we  can  pay  those  that  need  the  money  the  full  value. 

This  might  encourage  you.  In  our  cotton  cooperative  associa- 
tion certain  farmers  that  do  not  need  the  money  are  turning  back 
the  full  value  of  their  crop  into  a  reserve  fund  to  be  handed  over 
to  the  man  that  needs  more  than  50  per  cent.  They  charge  interest. 
But  we  are  coming.  We  certainly  are  coming.  We  have  one  object 
in  view,  a  control  of  the  major  percentage  of  the  tobacco  in  the 
three  States,  and  of  cotton,  and  when  we  get  that,  the  world  must 
have  it,  and  we  will  control  the  surplus,  because  those  three  States 
control  the  surplus  of  tobacco  and  of  cotton. 

We  have  one  object  in  view,  and  that  is,  how  are  we,  as  business 
men,  as  Senator  Kendrick  suggests,  going  to  have  a  controlling 
voice  in  the  price  of  our  stuff,  as  other  people  have.  We  find  it 
possibly  only   by  liaving  an   ironclad  ccmtract  with  penal  clauses 

in  it. 

Senator  Ladd.  In  the  grain  section  of  the  Northwest  we  have  a 
somewhat  different  problem.  As  a  cooperative  dealer,  he  was  not 
permitted  to  sell  his  product  on  the  market.  In  other  words,  no 
cooperative  could  become  a  member  of  the  chamber  of  commerce, 
and  no  cooperative  was  permitted  to  sell  on  that  market,  and  every 
cooperative  had  to  sell  to  a  member  of  the  chamber  of  commerce. 
There  was  an  article  released  by  the  Federal  Trade  Commission 
recently  giving  their  report  that  showed  conclusively  that  the  cham- 
ber of  commerce  entered  into  a  conspiracy  against  the  cooperatives, 
and  in  many  other  ways  attempted  to  prevent  the  farmers  even  hav- 
ing an  opportunity  to  market  their  product,  and  they  even  went  so 
far  as  that  when  the  farmers  tried  to  operate  their  own  exchange 
for  selling  the  grain,  they  used  all  kinds  of  propaganda,  carried 
on  through  correspondence,  through  the  press,  and  through  men 
clamoring  about  the  country,  discrediting  this  other  market,  which 
has  now  been  shown  to  be  absolutely  misleading  and  false.  They 
even  put  men  out  of  business  that  were  dependent  upon  this. 

The  Chairman.  Let  me  suggest  now  that  this  is  exceedingly  in- 
teresting, as  I  think  we  will  all  agree,  but  we  will  have  opportunity 
to  discuss  all  these  questions  when  we  get  through  with  the  witness. 
I  suggest  that  we  let  the  witnesses  testify  and  that  we  not  take  up 
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these  questions  that  are  more  or  less  controversial,  but  that  we  get 
through  with  the  testimony,  and  then  fight  it  out. 

Senator  Ladd.  I  brought  this  up  because 

The  Chairman.  I  am  not  objecting  to  what  you  said.  It  is  very 
appropriate. 

Senator  Ladd.  I  think,  Mr.  Chairman,  if  not  all,  at  least  a  sum- 
mary of  the  findings  of  the  Federal  Trade  Commission  ought  to  be 
put  in  this  record. 

The  Chairman.  Yes.    We  will  do  that. 

Senator  Kendrick.  I  want  to  ask  a  question  of  this  gentleman 
now. 

The  Chairman.  Yes.    Ask  all  the  questions  you  want  to. 

Senator  Kendrick.  You  have  had  much  to  do,  as  I  understand 
from  your  testimony,  with  at  least  what  you  term  local  organiza- 
tion of  farmers? 

Mr.  Tank.  Yes,  sir. 

Senator  Kendrick.  Is  it  your  experience  that  anv  definite  organi- 
zation among  the  farmers  or  stockmen  that  is  affecting  this  ques- 
tion of  controlling  prices  must  proceed  from  a  local  to  a  general 
proposition  ? 

Mr.  Tank.  Yes. 

Senator  Kendrick.  And  do  you  not  believe  that  in  spite  of  the 
discouraging  experiences  of  the  past  along  that  line  general  organi- 
zation and  cooperation  will  ultimately  come  as  a  solution  of  these 
problems  ? 

Mr.  Tank.  I  am  satisfied  it  will,  and  for  that  reason  I  am  work- 
ing ahead  for  the  future,  because  I  believe  at  some  time  all  of  these 
various  farm  organizations  are  going  to  coordinate  and  get  together 
under  one  organization  ultimately. 

Senator  Kendrick.  Exactly.  Now  I  want  to  call  your  attention 
to  the  thing  that  is  coming  to  that  end,  an  illustration  suggested  by 
a  statement  made  yesterday  by  Senator  Johnson  of  Minnesota  in 
connection  with  the  selling  organizations  of  the  stockmen  in  our 
stockyards  at  the  present  time.  I  believe  he  called  attention  to 
that  as  succeeding  and  as  one  who  has  had  much  to  do  with  the 
question  in  the  past,  I  have  occasion  to  know  that  every  attempt  to 
organize  stockmen  in  an  effort  to  procure  or  establish  cooperative 
selling  agencies  failed  positively  over  a  period  of  at  least  25  years: 
but  necessity  is  a  stern  teacher,  and  finally  we  have  como  to  it; 
and  these  same  selling  agencies  referred  to  by  the  Senator  from 
Minnesota  are  now  selling  on  the  same  basis,  incurring  the  same 
expenses:  Senator  Norris,  in  Omoha,  and  Senator  Johnson,  at  St. 
Paul,  and  I  don't  know  but  one  or  two  other  places,  perhaps  Chicago, 
and  returning  to  their  patrons  the  50  per  cent  of  the  charges  oricri- 
nally  assessed. 

Mr.  Tank.  May  I  interrupt  you  there,  Senator?  I  want  to  say 
this,  that  I  am  on  the  board  of  the  Farmers'  Union  Livestock  Com- 
mission, which  is  a  livestock-selling  agency  in  St.  Paul  and  Chicago. 
We  took  this  department  over  from  the  Equity  Cooperative  Ex- 
change a  year  ago  last  May  as  a  losing  proposition.  Senator  John- 
son probably  knows  what  it  was  better  than  I  do.  Under  proper 
management  we  have  developed  that  into  a  very  effective  organiza- 
tion and  prorated  back  after  six  months  operation,  last  November, 
something  like  ten  or  twelve  thousand  dollars.     The  1st  of  Janu- 
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ary  we  contemplate,  1  think,  prorating  back  something  aromicb 
$50,000  or  $60,000. 

The  Chairman.  That  is  this  January  just  past? 

Mr,  Tank.  Yes. 

Senator  Kendrick.  This  is  important,  because  the  witness  first 
testified  as  to  the  attitude  of  discouragement  as  to  permanent  ef- 
fective organization,  and  I  have  felt  the  same  way,  and  I  have  studied 
that  question  more  than  or  as  much  as,  I  would  say,  any  man  around 
this  table.  I  believe  that  ultimately — and  I  want  the  witness  to 
keep  that  in  mind — I  believe  that  ultimately  it  is  the  only  solution . 

Mr.  Tank.  That  is  my  idea  absolutely.  Now,  in  the  Chicago 
market  we  have  the  farmers'  cooperative  charging  the  same  com- 
missions and  getting  the  same  prices  that  the  other  fellow  is  getting. 

Senator  Kendrick.  They  compete  with  them  in  every  way. 

Mr.  Tank.  In  every  way,  and  the  producers  for  some  mouths 
past,  I  think,  have  been  at  the  head  of  the  list,  and  the  Farmers* 
Union  Livestock  Commission  has  been  right  at  their  heels,  and  the 
business  is  increasing  from  time  to  time,  and  I  believe  in  the  course 
of  time  we  are  going  to  get  enough  business  and  have  enough  mem- 
bers in  the  various  shipping  organizations  that  patronize  our  organi- 
zation so  that  we  can  have  some  control  over  the  stuff  as  it  is 
shipped  in.  But,  as  I  said,  I  believe  it  is  going  to  be  some  years  be- 
fore we  can  do  that,  and  I  am  advocating  this  as  an  intermediate 
measure  to  give  us  an  opportunity  to  get  on  our  feet. 

Senator  Kendrick.  One  question  more. 

Is  it  not  true,  Mr.  Tank,  in  connection  with  these  organizations, 
that  the  volume  of  business  going  to  these  organizations  that  have 
been  brought  into  question  is  having  something  like  an  influence  on 
the  price  of  those  products  in  the  yards?  In  other  words,  I  was 
told  that  one  or  two  instances  had  occurred  recently  in  which  the 
cooperative  associations  actually  had  a  sufficient  proportion  of  the 
hogs  that  went  into  the  market;  that  they  were  unable  to  raise  the 
price  of  hogs  because  they  were  1  as  against  4  or  5  or  6  buyers, 
whereas  under  the  old  order  of  commission  firms  it  was  40  or  50 
sellers,  commission  firms,  as  against  4  or  5  buyers.  So  the  question 
is  that  if  these  cooperative  agencies  become  concentrated  so  as  to 
hold  a  sufficient  percentage  of  the  product  they  may  have  more  to 
do  with  dictating  the  price  than  has  been  known  before  in  those 
yards.    Don't  you  think  so? 

Mr.  Tank.  I  think  that  might  be  possible,  although  I  would  not 
be  in  a  position  to  testify  whether  that  has  been  the  case. 

Senator  Kendrick.  It  has  been  true  in  more  than  one  instance. 

Senator  Johnson.  Mr.  Tank,  you  know  that  when  the  Equity 
broke  down,  started  at  the  terminal  market,  we  had  the  same  fight 
there.  You  know  that  we  had  a  fight  with  the  chamber  of  com- 
merce, as  is  shown  in  this  decision  that  the  Senator  from  North 
Dakota  mentioned;  but  I  want  to  ask  you  do  you  really  think  we 
have  done  anything  on  the  terminal  market  so  that  we  control  any 
prices  yet  ?    Do  you  think  so  ? 

Mr.  Tank.  My  own  opinion  is  that  we  have  not.  We  have  saved 
some  commissions. 

Senator  Johnson.  I  agree  with  you.  We  have  cut  out  a  few  mid- 
dlemen and  taken  their  profits  and  got  a  little  commission,  but  we 
have  not  controlled  prices  yet. 
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Mr.  Tank.  No,  sir. 

Senator  Johnson.  You  also  know  in  St.  Paul  to-day  we  don't  con- 
trol one-third  of  the  output  there,  even  with  the  Central;  that  is, 
the  Farm  Bureau,  where  we  are  the  strongest.  Now,  as  I  stated  be- 
fore—I want  to  ask  you  as  my  last  question— do  you  think  that  by 
encouraging  cooperation  alone  that  will  solve  the  problem  for  the 
farmers  ? 

Mr.  Tank.  Encouraging  it  in  what  way  ? 

Senator  Johnson.  Well,  I  mean  talking  for  cooperation  and  con- 
trolling prices,  control  the  production  and  prices  like  the  organiza- 
tion I  mentioned  to  you  yesterday,  to  ascertain  the  cost  of  produc- 
tion and  ask  for  a  reasonably  fair  price  for  the  product.  Don't  you 
think,  Mr.  Tank,  that  would  be  the  best  solution?  I  want  to  get 
your  answer. 

Mr.  Tank.  I  think  we  can  estimate  the  cost  of  production,  but  I 
don't  think  we  are  going  to  be  able  to  realize  it  until  we  are,  as  an 
organization,  strong  enough  to  put  over  our  demands. 

Senator  Johnson.  I  agree  with  you  on  that.  You  think  we  can 
do  it  when  we  are  stronger? 

Mr.  Tank.  I  think  so. 

The  Chairman.  Is  that  all,  Mr.  Tank? 

Mr.  Tank.  That  is  all  I  have  to  offer. 

The  Chairman.  The  next  witness  is  Mr.  Ingerson,  of  North 
Dakota. 

STATEMEin:  OF  STATE  SENATOR  RALPH  INGERSON,  FLAXTON 

N.  DAK. 

The  Chairman.  State  your  name  and  residence,  Mr.  Ingerson. 

Mr.  Ingerson.  Ealph  Ingerson,  Flaxton,  N.  Dak. 

The  Chairman.  Now,  go  ahead  with  your  statement. 

Mr.  Ingerson.  Gentlemen  of  the  Senate  committee,  I  am  a  resi- 
dent of  one  of  the  northwest  counties  of  North  Dakota,  at  Flaxton, 
N.  Dak.,  and  I  am  not  here  as  a  representative  of  any  organization 
of  farmers.  I  was  sent  down  here  by  the  farmers  of  Burke  County, 
m  which  I  reside,  the  farmers  and  business  men,  more  particularly 
the  business  men  at  this  time,  to  see  if  I  could  give  you  an  idea  of  the 
condition  that  obtains  there  in  the  county  in  which  I  live,  and  I  think 
I  can  best  do  that  by  giving  you  a  little  history  of  our  experience 
out  there. 

This  is  a  country  that  was  homesteaded  along  from  1898  to  1905. 
It  was  entered  by  homestead  settlers,  and  I  came  there  personally, 
and  I  filed  on  a  homestead  in  1899  and  moved  out  in  1900,  and  have 
been  there  ever  since,  and  am  still  on  the  homestead.  Land,  of 
course,  was  at  that  time  of  no  value  at  all.  That  is,  it  had  no  market 
value.  It  was  homestead  land.  We  moved  onto  it,  and  we  have  dur- 
ing the  years  developed  that  country  to  some  extent,  and  we  find 
ourselves  now  very  much  burdened  with  debt  as  a  general  propo- 
sition. We  have  incurred  obligations  that  have  been  increasing 
very  rapidly.  It  seems  to  me,  and  it  seems  to  all  of  us  who  have  dis- 
cussed it  there— and  it  is  a  common  question  for  discussion  in  our 
country  up  there  what  has  brought  this  thing  about— that  all  through 
these  years  there  has  never  been  a  period  of  any  several  years  in 
succession  in  which  the  farmers  received  enough  from  the  products 
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of  their  farms  to  pay  the  cost  of  production  and  to  in  any  way  cover 
the  necessary  development  of  the  country.  That  seems  to  have  been 
our  experience. 

It  seems  to  me  that  that  is  the  cause  for  the  condition  in  which  we 
find  ourselves.  We  have  developed  to  a  certain  extent.  We  have 
had  to  build  a  few  roads.  We  have  built  up  cities  and  villages  and 
churches  and  schools  and  things  that  go  to  the  development  of  a 
country,  and  we  have  spent  the  virgin  fertility  of  our  soil  and  the 
energy  of  our  pioneers,  who  were  mostly  young  people  that  came 
in  there  when  I  did,  and  we  have  lived  there  and  that  has  been  our 
contribution,  and  it  has  not  been  enough  to  develop  the  country  and 
pay  our  way.  I  don't  think  that  we  borrowed  anywhei*e  near  what 
we  owe — in  fact,  I  know  we  did  not — for  the  purpose  of  developing 
the  country,  but  interest  has  a  way  of  piling  up,  and  as  these  years 
have  gone  bj  our  obligations  have  doubled  because  of  the  fact  that 
over  no  period  of  time  of  several  years  in  succession  have  we  been 
able  to  get  the  cost  of  production.  There  have  been  years  that  we 
have,  but  they  have  not  been  sufficient  to  make  up  for  the  years  in 
which  we  have  not  been  able  to  get  the  cost  of  production  and  bring 
about  the  necessary  development  of  our  community. 

I  think  I  can  best  illustrate  that  by  telling  you  something  about 
the  amount  of  mortgage  indebtedness  in  my  county  in  North  Da- 
kota. I  think  we  are  one  county  in  the  State  that  possibly  has  the 
most  accurate  knowledge  as  to  just  where  we  stand.  We  went  to  the 
trouble  of  abstracting  the  townships  in  our  county  to  ascertain  a 
year  ago  what  our  indebtedness  was,  and  we  had  an  opportunity 
13  years  ago  to  know  just  what  it  was.  At  that  time  13 
years  ago,  we  formed  a  new  county,  a  new  Burke  County  out  of  a 
portion  of  a  larger  county,  and  the  records  at  that  time  of  the  old 
Burke  County  and  the  new  Burke  County  were  transcribed,  and 
there  were  between  $500,000  and  $600,000  in  the  real  estate  mort- 
gage indebtedness  on  the  farm  lands  of  Burke  County.  This  county 
has  no  cities  at  all  in  it  excepting  small  cities  of  500  popu- 
lation, or  something  of  that  kind.  We  have  two,  at  least,  that  are 
incorporated  cities,  but  they  are  just  merely  little  country  towns,  so 
most  of  our  property  is  in  the  countr3\ 

When  we  ascertained  or  made,  at  least,  a  close  estimate  of  our 
indebtedness  last  fall,  13  years  later,  we  abstracted  a  township  that 
is  there  recognized  as  a  very  representative  township  of  our  coujaty, 
situated  in  the  center  of  it,  which  has  had  average  crop  conditions 
during  those  years,  and  we  found  $440,000  worth  of  real  estate  in- 
debtedness in  one  township  of  the  29  townships  of  that  county. 

Senator  Kendrick.  There  is  twenty-three  thousand  and  some  odd 
acres  in  a  township  ? 

Mr.  Ingerson.  Well,  I  don't  remember  the  acreage,  but  it  would 
be  a  6  miles  square  tract. 

Senator  Kendrick.  Something  over  23,000  acres  in  a  township  ? 

Mr.  Ingerson.  I  believe  so. 

That  is  the  amount  of  the  mortgage  indebtedness,  and  that  is 
the  way  it  has  been  increasing.  And  there  is  other  indebtedness 
besides  farm  land  indebtedness,  of  course.  There  are  mortgages 
on  city  lots,  real  estate  mortgage  indebtedness,  and  then  we  found 
also  that  there  were  between  one  and  two  million  dollars  in  the 
county  of  chattel  and  crop  mortgage  indebtedness  at  that  time  on 
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the  records  at  the  register  of  deeds,  and  we  got  that  because  he 
was  compelled  under  our  laws  to  furnish  an  abstract  of  crop  mort- 
gages to  all  the  elevators  in  the  county  at  their  request.  He  had 
to  compile  the  information,  and  we  got  that.  So  it  showed  that 
the  real  estate  mortgage  indebtedness  on  the  farms  of  our  county 
was  right  around  in  the  neighborhood  of  $11,000,000,  and  added 
to  that  was  the  chattel  mortofage  indebtedness  of  a  million 
and  half  or  a  little  more,  showing  that  we  Avere  burdened,  just 
on  that  class  of  interest -bearing  obligations,  outside  of  any  school 
district  bonding  or  anything  of  that  kind,  but  our  direct  interest- 
bearing  obligations  were  right  around  $1*2,000,000,  or  a  lit- 
tle better,  and  it  would  show  that  we  were  paying  an  interest 
charge  of  somewhere  in  the  neighborhood  of  a  million  dollars  a  year, 
which  would  take  up  a  good  share  of  our  wheat  production  at  cur- 
rent prices.  It  does  not  seem  to  me  that  that  condition  could  obtain 
for  any  other  reason  but  that  we  were  getting  less  than  cost  of  pro- 
duction most  of  the  time. 

Senator  Kendrick.  Mr.  Chairman,  I  will  give  the  reporter  the  exact 
figures.  It  is  23,040  acres  to  the  township.  In  stating  the  acreage, 
it  will  indicate  how  much  per  acre  your  mortgage  indebtedness  is. 

Mr.  Ingerson.  I  presume  that  you  gentlemen  have  been  getting 
a  great  deal  of  evidence — I  know  you  have  been  while  I  have  been 
here — and  I  havp  read  the  hearings  on  similar  propositions  also 
before  you,  and  I  believe  that  there  is  enough  of  the  kind  of  evi- 
dence that  I  have  given  you  up  to  this  time  to  show  you  that  all 
over  the  country  it  seems,  from  my  observations  and  talks  with  other 
people,  that  the  condition  of  agriculture  is  desperate.  There  have 
been  a  great  many  different  remedies  and  proposals  made  to  solve 
our  problems,  and  I  have  been  interested  in  the  discussion  of  co- 
operative marketing,  etc.  In  North  Dakota  we  have  been  veiy 
active  and  have  endeavored  very  hard  to  organize  cooperatively  to 
remedy  the  situation,  which  all  along  we  have  felt  was  a  marketing 
proposition.  There  was  an  effort  for  a  number  of  years,  through 
the  Society  of  Equity,  and  it  died  later  on.  It  never  got  well  under 
way  in  my  part  of  the  State.  I  was  a  member  of  it;  we  never  got 
very  active. 

There  was  one  cooperative  elevator  started  a  while  later  on,  and 
there  was  some  local  elevator  associations  incorporated,  and  they  did 
some  business  and  saved  some  commissions  to  the  farmers,  but  later 
'  on  most  of  them  got  into  the  hands,  practically,  of  the  commission 
companies:  that  is,  the  commission  companies  financed  them,  and 
then  we  were  merely  our  own  agents  instead  of  employing  an  agent 
for  the  purpose  of  getting,  together  this  wheat  and  sending  it  in  to 
the  terminal  market. 

Later  on,  I  think  it  was  in  1911,  the  Equity  Cooperative  Exchange 
was  organized,  and  the  history  of  that  movement  has  been  one  of 
great  struggle  on  the  part  of  the  farmers  to  establish  a  cooperative 
marketing  organization.  We  have  not  been  able  to  establish  it,  and 
the  people  have  become  so  discouraged  because  of  their  failure  to 
establish  it  that  it  is  impossible,  I  believe,  to  organize  an  effective 
cooperative  method  of  marketing  farm  products  in  that  part  of  the 
country,  especially  wheat.  There  have  been  great  efforts  made  by 
the  Northwestern  wheat  growers,  I  think  called — I  am  not  sure  of 
that  name.     I  have  not  joined  it.     I  became  a  little  discouraged.     I 
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know  of  a  good  many  people  that  have  joined  it,  however,  in  the 
hope  that  they  might  in  some  manner  help,  although  they  have  not 
much  faith  in  it,  but  they  are  still  trying.  They  have  gone  into  that. 
It  is  a  wheat-pool  proposition.  I  am  not  going  to  attempt  to  describe 
it.  I  can  not  say  that  I  know  it  will  fail,  but  I  know  that  the  efforts 
in  the  past  have  failed.  When  the  Equity  Cooperative  Exchange 
began  to  interfere  to  some  extent  with  the  Minneapolis  Chamber  of 
Conunerce  they  began  to  discriminate  against  it,  and  I  have  here  with 
me  a  report  of  the  findings  of  the  Federal  Trade  Commission  dated 
December,  1923,  in  which  they  set  forth  some  of  the  reasons  why 
we  have  not  been  able  to  organize  a  cooperative  organization  that 
would  be  effective.  I  would  like  to  give  you  some  of  the  facts  or 
the  finding  of  that  commission.  It  is  quite  voluminous.  I  heard 
Senator  Ladd  a  while  ago  mention  that  he  would  like  to  have  this, 
or  a  portion  of  this,  in  the  record.  It  seems  to  me  that  it  is  something 
that  you  ought  to  have  in  the  record — all  of  these  findings  of  the 
Federal  Trade  Commission.  It  is  a  long  discussion  of  the  different 
things  that  in  their  investigation  show  the  different  discriminations 
and  unfair  practices  that  were  practiced  against  this  Equity  Cooper- 
ative Exchange  that  we  were  trying  to  establish  to  market  our  own 
products. 
Here  is  paragraph  19  [reading]  : 

By  means  of  boycott  and  threats  of  boycott  the  said  chamber  and  the  mem- 
bers thereof  conspired  and  agrreed  among  themselves  and  with  others  to 
induce  its  members  and  others  to  refuse  to  buy  from,  sell  to.  or  otherwise 
deal  with  the  said  Equity  Cooperative  Exchange,  its  stockholders,  or  the 
members  of  the  St.  Paul  Grain  Exchange. 

There  was  a  St.  Paul  Grain  Exchange  established  in  competition 
with  the  Minneapolis  Chamber  of  Commerce,  and  these  unfair  prac- 
tices were  directed  not  only  against  the  Equity  Cooperative  Ex- 
change, a  member  of  the  St.  Paul  Grain  Exchange,  but  other  mem- 
bers of  that  St.  Paul  Grain  Exchange. 

The  said  respondents  for  more  than  10  years  last  past — 

That  gives  you  a  little  idea,  gentlemen,  of  the  length  of  time  we 
have  been  trying  to  establish  cooperative  selling  agencies — 

for  more  than  10  years  last  past  have  been  engaged  in  a  conspiracy  and 
agreement  among  themselves,  and  with  others,  to  annoy,  embarrass,  and 
destroy  the  business  of  the  said  Equity  Cooperative  Exchange,  its  stock- 
holders, and  the  St.  Paul  Grain  Exchange  and  its  members,  with  the  purpose 
and  the  intent  of  the  said  chamber,  its  officers  and  members,  to  secure  and 
maintain  for  it  and  its  members  a  monopoly  of  the  grain  trade  at  Minne- 
apolis, Minn.,  and  within  a  hundred  miles  thereof.  All  these  activities 
mentioned  herein  in  these  findings  on  the  part  of  said  chamber,  its  officers  and 
members,  secured  and  retained  for  them  a  monopoly  of  the  grain  trade  of 
Minneapolis  and  within  a  hundred  miles  thereof,  and  unduly  hindered  and 
restricted  competition  in  interstate  commerce  between  the  members  of  said 
chamber  on  the  one  hand  and  the  said  Equity  Cooperative  Exchange  and  its 
stockholders  and  the  members  of  the  St.  Paul  Grain  Exchange  on  the  other. 

That  is  just  one  paragraph  of  those  findings.  I  would  like  to 
call  your  attention  to  some  of  the  most  glaring  methods  used  to  dis- 
credit and  destroy  this  effort  of  ours  to  cooperatively  market  our 
products. 

This  is  paragraph  23  of  the  Federal  Trade  Commission's  report : 

The  respondents  between  May,  1912.  and  May.  1917,  with  the  plan  and  pur- 
pose of  injuring  and  destroying  the  business  of  the  said  Equity  Cooperative 
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Exchange  and  the  said  St.  Paul  Grain  Exchange,  publislied.  in  trade  and  dailv 
newspapers,  false  and  misleading  statements  concerning  their  financial  respon- 
sibility, and  the  methods  used  by  them  and  their  officers  and  members  in 
transacting  business  in  grain.  Among  these  trade  and  dailv  newspapers  were 
the  Cooperative  Manager  and  Farmer,  the  National  Grain  Grower  and  Equitv 
Farm  News,  the  Fargo  Forum,  and  the  Fargo  Daily  Courier  News.  These 
publications  the  respondents  circulated  and  distril)uted  to  and  among  customers 
and  prospective  customers  of  the  members  of  the  said  exchanges.  They  like- 
wise distributed  the  said  articles  in  reprints,  pamphlets,  and  official  corre.s- 
pondence,  and  through  traveling  grain  solicitors  in  the  employ  of  the  respondent 
members  of  the  said  chamber.  In  these  articles  the  respondents  vigorously  at- 
tacked the  said  Equity  Coor)erative  Exchange  and  the  said  St.  Paul  Grain 
Exchange,  especially  so  in  the  Coopei-ative  Manager  and  Farmer;  they  at- 
tacked editors  who  published  comments  and  articles  favorable  to  the' said 
Equity  Cooperative  Exchange ;  they  advised  countrv  elevator  directors  not  to 
interfere  with  the  managers  of  the  said  country  elevators  in  the  matter  of 
choosing  the  persons  and  places  to  which  their  grain  should  be  shipi)ed ;  they 
pretended  to  offer  expert  advice  on  cooperative  marketing  of  grain  while  at  the 
same  time  they  conducted  a  campaign  against  cooperative  terminal  marketing  • 
and  they  attacked  country  elevators  which  shipped  grain  to  the  said  Eouitv 
Cooperative  Exchange. 

There  are  a  great  many  other  very  glaring  instances  given  here  of 
the  things  that  we  knew  were  taking  place  right  along.  We  knew, 
although  we  could  not  prove  it,  but  we  were  satisfied  that,  of 
course,  these  statements  were  coming  out,  but  we  could  not  always 
prove  the  statements  that  were  made  in  regard  to  our  exchange. 
It  nevertheless  prevented  our  effectively  organizing  the  farmers, 
or  effectively  conducting  our  business.  That  is  the  reason  that  it 
has  seemed  to  us  that  it  was  necessary  to  appeal  to  the  Govern- 
ment in  order  to  establish  some  marketing  agency  through  the 
Government  that  would  establish  cooperation  on  a  sound  basis. 
IVe  believe  that  if  the  Government  will  do  that,  will  give  us 
the  necessary  legislation  to  establish  a  marketing  agency  power- 
ful enough  and  sufficiently  financially  backed  that  ultimately  a 
purely  cooperative  agency  will  be  established  that  we,  as  growers 
and  producers,  can  operate  ourselves.  But  the  obstacles  are  so 
insurmountably  placed  in  our  paths  by  those  whose  profits  depend 
upon  a  continued  exploitation  of  the  grain  growers  that  it  seems 
we  are  forced  to  appeal  for  legislation  such  as  the  Norris-Sin- 
clair  bill.  It  seems  to  us  to  cover  the  ground  and  to  grant  suf- 
ficient authority.  We  do  not  know  absolutelv  that  it  will  work. 
We  don't  come  before  you  and  testify  to  that  fact,  but  we  do 
believe  that  it  can  be  made  to  work.  We  believe  that  such  a  Govern- 
ment agency  can  be  made  to  work  in  such  a  way  as  to  bring  great 
benefit  to  the  agriculture  of  the  Northwest. 

Mr.  Chairman,  I  think  that  is  all. 

The  Chairman.  At  the  conclusion  of  your  remarks  I  will  ask 
the  stenographer  to  have  printed  in  the  record  the  findings  of  the 
Federal  Trade  Commission  in  this  case,  together  with  the  order 
that  they  have  attached  to  their  findings,  as  a  part  of  these  hear- 
ings. 

(The  report,  findijigs  of  facts,  and  order  of  the  Federal  Trade 
Commission  referred  to  are  here  printed  in  full,  as  follows:) 

Findings  as  to  the  Facts  and  Conciasion. 

United  States  of  America,  before  Federal  Trade  Commission— At  a  regular 
session  of  tlie  Federal  Trade  Commission,  held  at  its  office  in  the  city  of 
Washington,  D.  C,  on  the  28th  day  of  December,  A.  D.  1923— Present :  Huston 
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Thompstm  (chairman).  Vernon  W.  Van  Fleet,  Nelson  B.  GaskilK  Victor  Mur- 
(lock,  John  F.  Nugent,  commissioners — Federal  Trade  Commission  t\  Chamber 
of  Commerce  of  Minneapolis,  the  oflicers  and  board  of  dir(»ctors  and  members 
of  the  Cliamber  of  Commerce  of  Minneapolis,  Manager  Publishing  Company,. 
J<»}in  H.  Adams,  and  John  F.  Flemming.    Docket  No.  6J)4. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  September  26, 
1914,  the  Federal  Trade  Commissi* »n  issued  and  served  a  complaint  upon  the 
respondents,  the  Chamber  of  Commerce  of  Minneapolis,  the  officers,  board  of 
directors  and  certain  members  as  fairly  representative  of  the  whole  number  of 
members  as  a  class  so  numerous  as  to  make  it  impractical  to  name  them  all  as 
parties  respondent  herein  ;  Manager  Publishing  Co.,  John  H.  Adams,  and  John 
F.  Flemming,  charging  them  with  unfair  methods  of  comi>etition  in  commerce 
in  violation  of  the  provisions  of  said  act. 

Respondents:  The  Chamber  of  Commerce  of  Minneapolis;  C.  A.  Magnuson, 
C.  M.  Case,  William  Dalrymple,  A.  C  Andrews,  B.  F.  Benson.  W.  T.  Frasier, 
H.  P.  Gallaher,  J.  B.  Gilfillan,  jr..  H.  S.  Helm,  Asher  Howard,  John  McLeod, 
N.  H.  MacMillan,  and  F.  C.  Van  Dusen,  named  in  the  complaint  as  representative 
of  the  whole  numl)er  <»f  members,  and  as  officers  and  directors  of  said  chamber 
of  commerce ;  John  G.  McHugh :  Manager  Publishing  Co. ;  John  H.  Adams,  and 
John  F.  B'lemming,  each  of  them  having  entered  their  appearance  by  their  attor- 
neys and  each  having  filed  their  answers  to  said  complaint,  and  having  entered 
into  a  stipulation  in  writing  as  to  the  facts,  thereupon  this  proceeding  came  on 
for  final  hearing,  and  the  commission  being  fully  advise<l  in  the  premises  and 
uix^n  consideration  therei»f,  makes  tliis  its  report,  stating  its  findings  as  to  the 
facts  and  conclusion, 

FINDINGS    AS    TO    THK    FACTS. 

Paragkaph  1.  That  in  1881  the  respondent,  the  Chamt»er  of  Commerce  of 
Minneapolis,  was  incorporated  under  the  laws  of  the  State  of  Minnesota ;  that 
continuously  ever  since  said  date  it  was,  and  is  now,  a  nonstock  or  member- 
ship corporation  engaged  in  the  business  of  conducting  a  grain  exchange  for 
the  exclusive  use  and  profit  of  its  members.  The  said  grain  exchange  was  at 
all  times  mentioned  in  the  complaint  the  largest  wheat  market  in  the  United 
States.  Within  it  about  200,000,000  bushels  of  grain  grown  in  the  State* 
of  the  Northwest  are  annually  lumght,  sold,  and  dealt  in  in  said  exchange 
room  by  said  members.  It  has  bought,  sold,  and  exchanged  with  others  com- 
mercial information  consisting,  among  other  things,  of  price  quotations.  These 
it  caused  to  be  transmitted  from  its  place  of  businefris  in  Minneapolis  to  other 
grain  exchanges  and  members  tliereof  hx-ated  in  various  States  of  the  Union, 
and  the  said  chamber  received  similar  price  quotations  fr<»m  other  grain  ex- 
changes located  in  other  States.  During  all  of  the  times  mentioned  in  the 
complaint  in  this  case  it  neither  bought  nor  sold  grain.  That  at  all  times  herein 
mentioned  it  has  had  its  office  and  {»rincipal  place  of  business  in  the  city  of 
Minneapolis,  State  of  Minnesota. 

Par.  2.  That  the  business,  government,  policies,  and  control  of  the  said 
chamber  during  all  the  times  mentioned  herein  was.  and  is  now.  vested  In  a 
lK)ard  of  directors,  including  a  president  and  two  vice-presidents :  that  as  a 
condition  precedent  to  admission  to  membership  in  .^^aid  chamber  and  in  con- 
sideration for  menibersliip  therein,  all  applicants  have  been  required  bv  said 
chamber  to  agree,  and  those  fidmitted  di<l  agiee.  to  be  g<>verned  by  the  charter, 
rules,  regulations,  usages,  and  customs  of  .<aid  cijHml>er  and  by  all  the  amend- 
ments thereto,  and  to  l>ln«l  their  licir.s.  executors.  a«linlnisrrafors.  and  assigns 
to  be  so  governed. 

Par.  3.  That  the  busine.<s,  practices  and  merliods  of  the  said  member.**,  while 
engaged  in  buying  selling,  shipping,  storing,  and  otherwise  handling  grain, 
liave  been  and  are  regulated  and  cf>ntr(»ned  by  said  charter,  rules,  regulations, 
usages,  and  customs.  That  the  size,  power,  and  influen<e  of  rlie  individual 
members  themselves  and  their  various  business  connections  were  such  that  the 
said  chamber  became  inul  was  during  the  times  named  herein  an  important 
center  for  the  transaction  of  business  in  wheat,  cory.  oats,  rye,  and  other 
grain. 

Par.  4.  That  until  about  19ir>  the  number  of  members  in  said  chamber  was 
limited,  and  the  average  price  in  Minneapolis  for  membership  ranged  from 
JSS.oOO  to  $4,000:  that  since  said  date  the  number  of  members  has  been  un- 
limited, and  the  membership  fee  has  been  raised  to  $15,(KX).  so  that  at  the 
time  of  the  filing  and  issuance  of  the  complaint  herein  the  members  of  the 
said  chamber  were  so  numerous  that  all  of  them  could  not.  at  that  time  with- 
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/>ut  manifest  in<  onvenience  and  oppressive  delay,  be  made  parties  therein : 
that  the  respondents,  C.  A.  Magnuson,  C.  M.  Case,  William  Dalrymple,  and 
John  G.  McHugh.  were  for  the  fiscal  year  of  1917-18,  respectively,  president, 
first  vice  president,  second  vice  president,  and  secretary  of  said  chamber  of 
commerce:  and  with  the  excepti<»n  (»f  said  John  G.  McHugh.  the  said  re- 
spondents, together  with  the  respondents.  A.  C.  Andrews,  B.  F.  Benson,  W.  T. 
Fraser,  H.  1',  Gallaher,  J.  B.  Gllfillan.  jr.,  H.  S.  Helm,  Asher  Howard,  John 
McLeod.  J.  H.  :MacMlllan.  and  F.  C.  Van  Dusen,  were  directors  and  members 
of  said  chamber  of  commerce  and  were  all  residents  of  the  city  of  Minneapolis, 
and  were  each  and  all  of  them  fairly  representative  of  the  entire  membership 
of  said  chamber:  that  many  of  the  above-named  parties  are  members  of  said 
<hamber  and  are  now,  and  were  at  the  time  of  and  for  sometime  preceding 
the  issuance  of  the  complaint  herein,  engaged  personally  or  as  an  executive 
officer  of  a  corporation  which  did  trade  as  a  member  of  the  chamber  of  cf»m- 
pjerce  as  aforesaid  in  buying,  selling,  and  handling  grain  in  interstate  com- 
merce in  the  city  of  Minneapolis,  State  of  Minne.sota.  and  throughout  adjoin- 
ing States. 

Par.  5.  That  the  memljer.ship  of  the  said  chamber  is  composed  chiefly  of 
individual.s,  firms,  and  corporations  engaged  in  the  terminal  elevator,  line 
elevator,  and  cash  and  future  commission  business.  Besides  these  groups  the 
said  chamber  numbered  among  its  members  several  representative  millers 
and  other  grain  converters,  and  al.so  thase  not  engaged  in  the  grain  trade. 

The  terminal-elevator  members,  with  some  exceptions,  are  those  who  pur- 
chased grain  in  carload  lots  either  In  the  Minneapolis  market  or  outside  that 
market  to  arrive  or  to  be  shipped  to  that  destination,  or  on  track  or  free  on 
board  at  the  shipping  point,  from  country  elevators  and  other  shippers  in  the 
States  of  Minnesota,  North  Dakota,  South  Dakota,  and  Montana.  Part  of  the 
grain  thus  purchased  was  sold  by  them  locally  at  Minneapolis,  and  part  of  it 
sold  and  shipped  to  mills,  grain  dealers,  and  others  located  in  various  States 
and  Territories  outside  of  Minnesota. 

The  line  elevator  members  of  said  chamber  were  those  engaged  In  the  busi- 
ness of  buying  grain  upon  their  own  account  through  lines  or  chains  of  grain 
elevators  located  at  various  country  shipping  points  in  Minnesota  and  also, 
with  exceptions.  In  North  and  South  Dakota,  Montana,  and  other  States.  The 
grain  thus  purchased  was  shipped  by  them  from  these  elevators  located  in 
numerous  instances  outside  the  State  of  Minnesota  to  commission  houses 
located  in  Minneapolis,  where  It  was  sold  by  them  on  a  commission  basis  or 
w^as  sold  on  track  or  to  arrive  and  then  .shipped  either  to  members  of  the 
said  chamber  or  to  grain  dealers  located  in  Minnesota  or  outside  of  said 
State. 

The  cash  commission  members  of  said  chamber  were  engaged  In  the  business 
or  receiving  grain  on  consignment  from  country  shipper  located  primarily  in 
North  and  South  Dakota.  Montana,  and  Minnesota,  and  in  handling  of  to  arrive 
sales  for  such  shippers.  In  connection  with  such  operations  many,  if  not  all, 
of  the  cash  commission  members  solicited  the  business  of  such  country  shippers 
through  traveling  solicitors.  Through  these  traveling  solicitors  the  said  cash 
commission  members  sought  the  grain  business  of  such  shippers,  financed,  by 
loans  of  money,  the  grain-buying  operations  of  such  of  them  as  became  their 
customers,  bought  and  sold  futures  for  such  customers,  supplied  price  quota- 
tions and  other  market  news,  and  supervised  the  operations  and  account  of  such 
.shippers. 

The  future  commission  house  members  executed  buying  and  selling  orders 
for  grain  for  future  delivery  at  Minneiapolis  received  by  them  from  country  and 
terminal  elevators,  mills,  exporters,  mills  and  converters,  and  others.  The 
execution  of  these  orders  by  such  members  of  the  said  chamber  was  made  in  its 
exchange  room  and  affected  the  cash  and  future  prices  of  grain  within  the 
State  of  Minnesota  and  in  other  States  where  grain  is  bought  and  sold  either 
for  spot  or  future  delivery.  That  in  all  of  these  kinds  of  grain  business  trans- 
actions the  said  members  were  in  competition  with  others  not  members  of  said 
chamber  and  especially  were  in  competition  with  the  Equity  Cooperative  Ex- 
change and  its  stockliolders,  save  in  the  matter  of  dealing  in  futures,  and  with 
the  members  of  the  St.  Paul  Grain  Exchange. 

Many  of  the  respondents  herein  engaged  In  two  or  more  of  the  various  above- 
described  activities. 

That  during  the  times  mentioned  in  the  complaint  about  90  per  cent  or  more 
of  all  grain  received  at  Minneapolis  was  shipped  to  and  dealt  in  by  members  of 
the  respondent  chamber.     Over  60  per  cent  was,  during  that  time,  shipped  into 
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Minneapolis  from  States  other  than  Minnesota.  About  44  per  cent  was  ground 
at  Minneapolis  into  flour  and  other  grain  products  by  members  of  the  respon- 
dent chamber,  and  the  greater  part  of  such  flour  or  products  was  shipped  to 
various  States  of  the  United  States  and  into  foreign  countries.  Much  grain 
while  in  transit  from  other  States  than  Minnesota  to  points  in  States  other  than 
its  place  of  origin  was  bought  and  sold  in  the  exchange  room  of  the  respondent 
chamber.  Some  of  this  grain  was  bought  by  respondent  members  "  on  track  " 
at  country  points,  either  within  or  without  Minnesota,  and  shipped  to  Minne- 
apolis, and  contracts  were  made  in  the  exchange  room  for  the  purchase  and  sale 
of  grain  to  be  shipped  from  other  States  to  Minnesota  at  a  future  date  or  within 
a  specified  time.  About  65  per  cent  of  all  grain  received  at  Minneapolis  was 
shipped  on  the  consignment  basis  during  the  years  1913-1917.  More  than  one- 
half  of  the  grain  dealt  in  on  the  floor  of  the  respondent  chamber  was  permitted 
a  "  stop  over  "  at  Minneapolis  for  the  purpose  of  finding  a  purchaser  or  to  be 
cleaned,  stored,  or  mixed  with  other  grain,  or  converted  into  flour  or  other  grain 
products,  and  then  either  in  its  original,  improved,  or  converted  condition, 
moved  on  its  journey  to  its  final  destination. 

Par.  6.  That  on  or  about  February  17,  1911,  the  Equity  Cooperative  Exchange 
was  incorporated  under  the  laws  of  the  State  of  North  Dakota  to  buy,  sell,  ship, 
store,  and  otherwise  liandle  grain,  seed,  etc.,  in  State  and  interstate  commerce, 
and  on  or  about  August  1,  1912,  opened  an  office  and  place  of  business  in  Min- 
neapolis, Minn.;  that  thereafter  and  in  August.  1914,  it  moved  to  St.  Paul, 
Minn.,  where  in  conjunction  with  others  it  established  the  St.  Paul  Grain  Ex- 
change, and  then  became,  and  ever  since  has  been,  a  member  thereof.  Since 
August,  1914,  it  has  had  its  principal  oflice  and  place  of  business  at  St.  Paul, 
Minn.,  and  other  ofliees  and  places  of  business  at  Fargo,  N.  Dak.;  Superior, 
Wis. ;  and  Great  Falls,  Mont.  As  a  cooperative  association  its  regulations  re- 
quired it,  after  all  of  its  expenses  and  stock  dividends  were  paid,  to  distribute 
the  balance  of  the  moneys  derived  from  sales  and  commissions,  if  any,  among 
its  stockholders  in  proportion  to  the  patronage  it  received  from  them. 

The  stockholders  of  the  said  Equity  Cooperative  Exchange  numbered  about 
7,000  in  May,  1917,  and  this  number  had  increased  to  about  17,500  in  September, 
1922.  None  of  them  were  members  of  the  said  chamber.  Practically  all  of 
these  stockholders  resided  in  North  Dakota,  South  Dakota,  Wisconsin,  Minne- 
sota, and  Montana.  They  were  engaged  in  raising  wheat,  corn,  oats,  rye,  and 
other  grain  in  said  States  and  in  shipping  the  same  to  the  said  places  of  busi- 
ness of  the  Equity  Cooperative  Exchange  to  be  sold  by  it  as  agent  for  its  said 
stockholders,  or  to  be  bought  and  sold  by  it  on  its  own  account.  A  great  deal 
of  said  grain  is  sold  and  shipped  by  it  for  said  stockholders  or  itself  to  pur- 
chasers located  in  places  outside  of  Minnesota. 

The  Equity  Cooperative  Exchange  itself  owned  and  operated  about  75  line  and 
terminal  local  grain  elevators  located  at  various  points  in  Minnesota  and  North 
and  South  Dakota.  At  these  elevators  it  bought  and  received  grain,  shipped  it  to 
St.  Paul,  Minn.,  and  Superior,  Wis.,  and  there  sold  the  grain  on  its  own  ac- 
count. For  the  convenience  of  itself  and  stockholders  It  owned  and  operated  at 
St.  Paul  a  terminal  elevator  with  a  capacity  of  750,000  bushels,  in  which  it 
stored  grain  for  itself  and  stockholders.  About  90  per  cent  of  the  stock  of  the 
said  exchange  was  owned  by  individuals  who  were  actively  engaged  in  the 
production  of  grain.  That,  based  upon  its  financial  statement,  the  application 
of  the  Equity  Cooperative  Exchange  to  the  Duluth  Board  of  Trade  for  mem- 
bership there  was  favorably  passed  upon  by  that  body,  and  the  said  exchange 
was,  on  or  about  October  15,  1922,  made  a  member  of  said  board  of  trade. 

In  the  above-mentioned  transactions  of  buying  and  selling  grain  as  agent  for 
its  stockholders  and  others  and  on  its  own  account,  and  in  its  operation  of  its 
line  and  its  terminal  elevators,  the  said  Equity  Cooperative  Exchange  and  its 
stockholders  were  engaged  intrastate  and  interstate  commerce  in  competition 
with  many  of  the  members  of  the  said  chamber  of  commerce  as  set  forth  in 
paragraph  5  thereof. 

Par.  7.  The  St.  Paul  Grain  Exchange  was  a  nonstock  membership  cor- 
poration organized  August  1,  1914,  under  the  laws  of  Minnesota  to  conduct 
a  grain  exchange  and  trading  place  for  the  use  of  its  members  and  other 
growers  of  grain.  It  neither  buys  nor  sells  grain.  Its  office  and  principal 
place  of  business  was  at  St.  Paul,  Minn.  Its  membership  consisted  of  indi- 
viduals, copartnerships  and  corporations,  many  of  whom  were  in  competition 
with  members  of  the  respondent  chamber  of  commerce  engaged  in  buying, 
selling,  shipping  and  warehousing  of  grain  in  interstate  commerce.  The  rules 
and  regulations,  by  which  it  and  its  members  were  governed  in  said  commerce, 
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did  not  prohibit,  as  did  the  rules  of  the  said  chamber,  cooperative  marketing, 
but  did  permit  its  members,  after  all  expenses  were  paid,  to  distribute  the 
balance,  if  any,  of  moneys  received  from  sales  and  commissions,  among  their 
members  in  proportion  to  the  patronage  it  received  from  them. 

Par.  8.  The  respondent  Manager  Publishing  Co.  was  a  Maine  corporation 
organized  in  1910  with  its  oflice  and  principal  place  of  business  in  Minneapolis. 
Since  then  it  has  owned  and  published  at  Minneapolis  a  grain-trade  periodical 
entitled  the  "Cooperative  Manager  and  Farmer,"  which  it  sent  to  farmer 
elevator  companies,  independent  grain  dealers,  farmer  grain  growers,  and 
other  persons  interested  in  the  grain  trade  of  the  United  States,  and  especially 
in  the  Northwest. 

The  respondent  John  H.  Adams  and  John  F.  Flemming  were  at  all  of  said 
times  residents  of  Minneapolis  and  stockholders  of  the  said  Manager  Pu>)- 
lishing  Co.,  and  the  said  Adams  was  editor  of  the  Cooperative  Manager  and 
Farmer  until  October  1916,  when  the  said  Flemming  succeeded  him  as  editor. 
The  policy  of  the  Cooperative  Manager  and  Farmer  during  all  of  said  time 
was  dominated  and  controlled  by  the  secretary  of  the  respondent  chamber, 
who  furnished  the  data  and  material  for  a  great  number  of  articles  showing 
the  policy  hereinafter  described. 

Par.  9.  For  the  guidance  and  control  of  its  members,  the  chamber  of  com- 
merce passed  certain  rules  and  regulations  called  "  General  rules."  Of  these. 
Rule  VIII,  usually  known  as  the  "  Uniform  commission  rule,"  was  first  passed 
in  1882.  This  rule  with  its  amendments  required  at  the  times  mentioned  in 
complaint  all  members  to  charge  for  their  services,  for  which  commissions 
are  charged  not  less  than  certain  minimum  prescribed  rates  stated  therein, 
when  dealing  in  specified  kinds  of  grain.  The  said  rule  required  in  section 
10  that: 

"  Every  member  of  this  association,  and  every  iiersoii.  firm,  and  corporation 
admitted  to  trade  or  to  do  business  therein,  hereafter  buying  directly  or  in- 
directly for  his,  their,  or  its  own  account  or  otherwise,  any  grain  or  seeds  dealt 
in  upon  this  exchange,  in  carload  lots  on  track  at  country  points,  for  shipment 
to  Minneapolis,  or  buying  any  of  the  same  to  be  delivered  at  Minneapolis,  shall 
make  their  bids,  offers,  and  purchases  therefor  on  the  basis  of  the  Minneapolis 
market  values  less  commission  or  a  profit  at  least  equal  to  the  established  rates 
of  commission  on  said  grain  or  seeds;  and  in  addition  such  bids,  offers  or 
purchases  shall  be  made  subject  to  the  usual  and  the  same  charges  of  this 
association,  to  include,  and  they  shall  include,  switching,  inspection,  weighing, 
freight— if  a  *  delivered '  bid  and  freight  on  dockage  if  a  '  track '  bid— interest 
on  advances  and  all  other  charges  according  to  the  rules  of  this  association,  the 
same  as  if  said  grain  or  seeds  were  handled  on  commission  through  said  asso- 
ciation ;  and  they  shall  render  an  account  to  the  seller  for  all  such  purchases, 
including  said  charges  separately  stated  in  detail;  and  any  person,  firm  or 
corporation  who  shall  violate  any  of  the  provisions  of  this  section  shall  be 
liable  and  subject  to  the  same  penalties  as  are  provided  in  section  11  of  Rule 
VIII  and  section  7  of  Rule  IV  of  the  general  rules  of  this  association." 

Par.  10.  Rule  VIII  required  all  members  when  buying  grain  "  on  track  "  at 
country  or  other  points,  for  shipment  to  Minneapolis  to  pay  no  more  than  the 
price  of  the  same  grain  made  by  the  respondent  members  in  the  exchange  room 
of  the  respondent  chamber  (called  "  Minneapolis  base  price  ")  less  the  regularly 
prescribed  commission  rate,  or  a  profit  equal  to  said  rate  exclusive  of  freight 
and  other  charges.  This  rule  in  this  respect  did  not  apply  to  the  purchase  of 
grain  from  Omaha,  Kansas  City,  and  other  terminal  markets,  except  at  St. 
Paul,  Minn. 

It  did  not,  however,  prevent  the  members  from  paying  less  than  the  said  base 
price  for  such  grain  but  prohibited  them  from  paying  more,  and  had  a  tendency 
to  depress  grain  prices.  The  rule  prohibited  a  member  when  buying  on  his 
own  account  carload  lots  of  grain  "  on  track  "  at  country  points  from  paying 
more  than  the  Minneapolis  base  price,  less  freight  and  other  charges,  including 
the  amount  of  the  commission  rate  prescribed  by  the  said  rule.  That  is,  the 
rule  required  the  said  member,  in  said  purchases,  to  make  a  charge  against  the 
grain  in  the  guise  of  a  commission  when  no  commission  service  was  rendered, 
and  prohibited  the  members,  under  a  heavy  penalty,  from  paying  more  for 
grain  "  on  track  "  in  carload  lots  at  country  points  for  shipment  to  Minneapolis 
than  the  shipper  would  receive  for  his  grain  were  it  being  sold  at  that  time  in 
the  exchange  room  of  the  said  chamber  in  a  commission  transaction.    The 
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effect  of  this  was  to  place  "  on  track  "  purchases  of  grain  precisely  upon  the 
same  basis  as  commission  transactions  in  Minneapolis,  and  gave  to  the  shipper 
of  grain  in  carload  lots  at  country  points  to  Minneapolis  the  same  amount  for 
his  grain  whether  he  consigned  it  to  Minneapolis  to  be  sold  on  commission  by  a 
member  of  the  chamber,  or  whether  he  sold  it  outright  "  on  track  "  at  country 
points  or  "  to  arrive  "  to  a  member  of  the  respondent  chamber. 

To  enforce  its  provisions  on  this  point  the  rule  offered  a  reward  of  $1,000  to 
any  informant  that  would  furnish  evidence  that  would  convict  a  member  or  a 
concern  represented  by  membersliip  of  a  violation  thereof.  The  penalty  pro- 
vision of  the  said  rule  lias  been  enforced  by  the  said  chamber  in  a  number  of 
instances  and  the  penalty  imposed. 

Par.  11.  Rule  VIII  in  section  11  forbade  any  person  doing  business  in  the 
chamber  to  charge  less  than,  or  to  evade,  directly  or  indirwtly,  the  regular 
commission  rates  established  by  tlie  rules  of  the  chamber  or  to  assume  or 
rebate  any  part  thereof  and  i)unished  a  violation  thereof  by  a  fine  of  not  less 
than  $250  or  more  than  $1,000.  The  penalty  provision  of  this  portion  of  the 
rule  has  also  been  enforceid  and  the  penalty  imposed. 

Under  this  rule,  and  additional  special  rules  passed  for  the  purpose,  the 
chamber  refused  membership  in  it  to  cooperative  associations  such  as  the 
Equity  Cooperative  Exchange  which  returned  to  the  shipper  earnings  or  sur- 
plus in  proportion  to  the  amount  of  patronage  received,  and  prohibited  the 
respondent  members  from  dealing  with  the  said  Equity  Cooperative  Exchange. 

This  action  on  the  part  of  the  chamber  hindered  and  supi)iesse(l  competition 
from  the  cooperative  terminal  marketing  of  grain  in  the  Northwest  aiid  i>ro- 
tected  members  of  the  respondent  chamber  from  the  competition  of  cooperative 
associations. 

Par.  12.  One  of  the  main  functions  of  the  said  chamber  was  to  maintain  an 
exchange  room  and  trading  facilities  for  the  exclusive  use  of  its  nu^rnhpr.;. 
In  this  room  the  members  made  ssiles  and  purchases  of  cash  grain  and  grain 
futures  either  upon  their  own  account  or  for  others,  as  stated  in  paragraph  5 
of  these  findings. 

Par.  13.  To  the  floor  of  this  exchange  room  the  chamber  invited  and  ad- 
mitted public  telegraph  companies  to  gather  the  continuous  (luotatioiis  of 
prices  on  the  sales  of  grain  offered  and  accepted  as  aforesaid  in  the  exchange 
room  during  its  business  hours.  These  quotati<ins,  as  soon  as  made,  were  re- 
ceived by  the  telegraph  companies  in  the  said  room  and  were  immediately 
sent  by  telegraph  lines  and  instruments  to  all  of  the  principal  towns  and  cities, 
and  by  means  of  ticker  circuits  to  the  places  of  business  of  all  who  desired  to 
receive  and  pay  for  the  same.  The  quotations  consisted  of  two  kinds,  to  wit, 
"  continuous "  quotations,  which  meant  a  telegraphic  service  supplying  price 
quotations  oftener  than  10-minute  intervals,  and  "  periodical  "  or  "  interval  " 
service,  which  consisted  of  supplying  price  quotations  at  intervals  of  more  than 
10  minutes. 

Par.  14.  Grain  exchanges  have,  for  many  years  past,  by  trade  usage  and 
custom,  been  accustomed  to  permit  telegraph  companies  to  furnish,  and,  in 
accord  with  such  usage  and  custom,  the  said  telegraph  companies  did  furnish 
continuous  and  interval  service  to  other  grain  exchanges.  By  the  same  usage 
and  custom  each  exchange  also  permitted  its  members  to  furnish  its  own 
quotations  to  their  customers  upon  terms  and  regulations  agreeable  to  the 
exchange,  irrespective  of  the  importance  or  the  volume  of  the  business  done, 
provided  the  exchange  and  its  members  and  their '  customers  did  not  publish 
or  make  a  wrongful  use  of  such  quotations.  And  the  respondent  chamber 
has,  at  all  times,  permitted  telegraph  companies  to  furnish  its  "periodical" 
quotations  to  many  thousands  of  nonmembers,  some  of  whom  were  not  in  the 
grain  business. 

Par.  15.  Until  October  6,  1902,  the  respondent  chamber  permitted  the  tele- 
graph companies  operating  on  its  said  exchange  floor  to  distribute  both  kinds 
of  its  price  quotations  without  requiring  them  to  obtain  its  approval  in 
respect  to  the  parties  who  sought  them.  On  that  date  the  chamber  for  the 
first  time  claimed  that  the  quotations  were  its  property  and  it  then  directed  the 
telegraph  companies  to  send  out  "  continuous "  quotations  to  such  persons 
only  as  the  said  chamber  thereafter  approved. 

Par.  16.  Beginning  with  July  21,  1914,  the  said  chamber,  by  contract  with 
the  said  telegraph  companies,  thereafter  exercised  control  over  all  its  price 
quotations,  and  by  it  claimed  the  right  at  any  time  to  stop  deliveries  of  all 
said  price  quotations,  without  any  excuse  therefor,  by  simply  notifying  "  the 
telegraph  companies  to  stop  sending  them  to  any  particular  person  named." 
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This  contract  also  ret^uired  the  telegraph  companies  to  submit  the  chamber 
for  Its  approval  all  applications  of  their  subscribers  for  periodical  quota- 
tions, and  the  chamber  agreed  therein  to  hold  the  telegraph  companies  harm- 
less froni  any  <laniages  arising  from  the  refusal  on  the  part  of  the  telegraph 
companies  to  furnish  them  to  an  applicant. 

Par.  17.  After  said  date  both  the  Equity  Cooperative  Exchange  and  the 
St.  Paul  irrain  Exchange  made  applcations  at  different  times  to  the  said 
telegraph  (•onii)anies  for  service  in  respect  to  both  kinds  of  .said  quotations. 
Rut  the  I'esimndent  chamber  refused  each  time  to  permit  the  telegraph  com- 
panies to  furnish  either  the  Equity  Cooperative  Exchange  or  the  St.  Paul 
Grain  Exchange  with  such  quotations.  Roth  these  exchanges  were  able, 
ready  and  willing  to  pay  for  such  quotations  and  to  abide  by  and  to  agree 
to  all  of  the  rules  and  regulations  required  by  the  chamber  of  all  applicants 
and  .subscribers  for  its  said  quotations,  and  nothing  in  the  conduct  of  the 
})usiness  of  either  of  them  prevented  them  from  obeying  such  regulations. 

Par.  18.  These  quotations  were  at  all  times  and  are  now  necessary  to  any 
one  dealing  in  grain  in  carload  lots.  No  grain  in  carload  lots  could  at  said 
times  or  can  be  sold  intelligently  without  the  knowledge  of  the  said  quotations. 
Par.  19.  By  means  of  boycott  and  threats  of  boycott  the  said  chamber  and  the 
members  thereof  conspired  and  agreed  among  themselves  and  with  others  to 
ieduce  its  members  and  others  to  refuse  to  buy  from,  sell  to,  or  other\\ise 
deal  with  the  said  Equity  Cooperative  Exchange,  its  stockholders,  or  the 
members  of  the  St.  Paul  Grain  Exchange.  The  said  respondents  for  more 
than  10  years  last  past  have  been  engaged  in  a  conspiracy  and  agreement 
among  themselves  and  with  others  to  annoy,  embarrass,  and  destroy  the  busi- 
ness of  the  said  Equity  Cooperative  Exchange,  its  stockholders,  and  the  St. 
Paul  Grain  Exchange  and  its  members,  with  the  purpose  and  the  intent  of  the 
«aid  chamber,  its  oflicers  and  members,  to  secure  and  maintain  for  it  and  its 
members  a  monopoly  of  the  grain  trade  at  Minneapolis,  Minn.,  and  within 
100  miles  thereof.  That  all  these  activities  mentioned  herein  in  these  find- 
ings on  the  part  of  the  said  chamber,  its  oflicers  and  members,  secured  and 
retained  for  them  a  monopoly  of  the  grain  trade  at  Minneapolis  anfl  within 
100  miles  thereof,  and  unduly  hindered  and  restrained  competition  in  in- 
terstate commerce  between  the  membei-s  of  the  said  chamber  on  the  one  hand 
and  tlie  said  Equity  Cooperative  Exchange  and  its  stockholders  and  the  mem- 
bers of  the  St.  Paul  Grain  Exchange  on  the  other. 

Par.  20.  The  said  Equity  Cooperative  Exchange  at  Minneapolis,  from  the 
time  it  commenced  operating  in  1907  until  August  1,  1912,  marketed  its  grain 
through  a  nonmember  of  the  said  chamber,  who,  without  objection,  sold  most 
of  the  grain  to  meml>ers  of  the  said  chamber.  This  amount  of  grain  sold  by 
the  said  Equity  Cooperative  Exchange  through  the  said  nonmember  until 
August  1,  1912,  was  small.  On  or  about  that  date  the  said  Equitv  Cooperative 
Exchange  ceased  to  sell  grain  throughout  the  said  nonmember  and  established 
its  own  ofRce  in  Minneapolis  and  attempted  to  operate  an  independent  market 
wherein  its  members  might  purchase,  sell,  and  handle  grain  in  interstate  com- 
merce. Thereupon,  in  order  to  hinder,  embarrass,  and  destroy  the  business 
of  the  said  Equity  Cooperative  Exchange  and  that  of  its  members  as  com- 
I>etitive  grain  dealers,  the  said  chamber  of  commerce,  its  oflicers,  directors, 
and  members  instituted  said  boycott  and  thereupon  continuously  refused  to 
buy  grain  from  the  said  Equity  Cooperative  Exchange. 

Pat.  21.  The  said  chamber  and  its  members  maintained  said  boycott,  among 
other  ways,  by  the  adoption,  enforcement,  and  interpretation  of  certain  resolu*^ 
tions,  which  were  printed  by  said  chamber  and  sent  to  all  its  members  in  the 
form  of  Circular  No.  405,  passed  October  8,  1912,  and  Circular  No  634  passed 
January  11,  1916. 

Circular  No.  405  falsely  charged,  among  other  things,  that  in  many  cases 
wherein  nonmembers  of  the  said  chamber  solicited  shipments  of  grain  and 
employed  membei-s  of  the  said  chamber  to  sell  it,  the  shipments  were  obtained 
by  the  said  nonmembers  by  various  false  statements,  and  closed  with  the  fol- 
lowing resolution  : 

"  Nou;  thrrcforr,  he  it  rrsolvcfJ.  Tiiat  members  of  the  cliaml>er  of  commerce 
are  here!>y  forbidden  to  act  in  any  manner  as  the  agent  or  representative  of 
any  individuals,  firms  or  corporations,  in  the  cities  of  Minneapolis,  St  Paul 
or  elsewhere,  not  members  of  the  chamber  of  commerce,  who  are  soliciting 
shipments  of  grain  from  the  farmers  or  country  shippers  in  the  manner  above 
mentioned,  or  through  any  scheme,  artifice,  or  device,  by  which  this  associa- 
tion is  falsely  represented,  either  in  its  dealings  or  in  the  right  which  the 
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shippers  j?et  witli  respect  thereto,  or  at  all,  unless  the  i)erson  so  soliciting  such 
shipment  can  show  a  written  statement  of  the  shipper  to  the  effect  that  he 
realizes  that  the  person  receiving  such  shipment  is  not  a  memher  of  the  cham- 
ber and  can  not  get  advantages  out  of  the  chamber  which  he  could  not  him- 
self get." 

The  effect  of  this  circular  was  to  comiKjl  comi^etitors  of  the  members  of  the 
chamber  to  hold  grain  consigned  to  them  until  they  received  the  written 
statement  from  the  sliipper  required  by  the  resolution  above.  This  was  in- 
tended to  cause  expense,  delay,  and  loss  of  the  business  to  said  competitors. 

Par.  22.  About  January  11,  191(>,  and  with  the  same  purpose,  intent,  and 
effect,  the  said  chamber  and  its  members  printed  and  publishe<l  and  sent  to 
Jill  its  members  broadcast  a  second  resolution  nanied  by  it.  Circular  No.  634. 
This  circular  falsely  charged,  among  other  things,  the  following:  That  there 
were  persons  in  the  grain  trade  (meaning  the  Equity  ^Cooperative  Exchange 
and  its  members,  an<l  members  of  the  St.  Paul  Grain  Exchange),  who  were 
still  doing  the  things  charged  in  said  Circular  No.  405;  that  some  such  per- 
sons were  then  using  various  schemes  and  pretenses  to  fraudulently  conceal 
the  fact  that  the  farmers  and  other  shippers  pay  more  than  reasonable  am(»unts 
to  market  their  grain  thrcmgh  them,  and  that  some  of  such  parties  induced 
some  members  of  the  said  chamber  to  make  purchases  of  that  grain  outside 
of  the  exchange  room  of  the  said  chamber  and  sell  it  in  the  said  exchange 
room  at  unreasonable  gains  to  said  members  and  caused  the  said  shipper  to 
pay  from  2  to  19  commissions,  and  closed  with  the  following  resolutions. 

"  Now,  therefore,  be  it  resolved^  That  no  member  of  this  association,  either 
as  owner  or  commission  merchant  or  at  all,  shall  hereafter  sell  any  grain  in 
the  exchange  room  of  the  Chamber  of  Commerce  of  Minneapolis,  which  such 
member  knows  or  has  reason  to  believe  was  originally  consigned  to  anyone, 
either  as  commission  merchant  or  otherwise,  from  either  farmers  or  couutr>' 
shippers  as  the  result  of  any  of  the  fraudulent  or  wrongful  practices  or 
methods  described  in  said  resolution  of  October  8,  1912,  or  herein.  Be  it 
further  ^    ,  , 

Resolved,  That  it  is  the  opinion  of  the  board  of  directors  of  this  associa- 
tion that  the  making  of  either  profits  or  commissions  which  directly  or  in- 
drectly  result  from  deception  practiced  upon  shippers  in  the  marketing  of 
their  grain  can  not  be  too  strongly  condemned  at  all  times  by  all  people  and 

in  all  places."  .  ,  ^  ..  ^  i     ♦i.^ 

These  circulars  containing  such  rules  and  resolutions  were  interpreted  i)>  me 
chamber  as  forbidding  its  members  to  act  in  any  manner  for  the  Ecpilty  Co- 
operative Exchange  and  its  stockholders;  and  the  secretary  for  the  chaml>er 
in  w^riting  to  members  of  the  chamber  so  interpreted  them,  and  in  order  to  en- 
force the  observance  of  these  rules  and  resolutions  the  chamber  required  and 
received  from  members  of  it  disclosures  of  transactions  had  by  them  with  the 
Equity  Cooperative  Exchange  or  its  stockholders. 

Par.  23.  The  respondents,  between  May,  1912,  and  May,  1917.  with  the  plan 
and  purpose  of  injuring  and  destroying  the  business  of  the  said  Equity  C(K)i>era- 
tive  Exchange  and  the  said  St.  Paul  Grain  Exchange,  published,  in  trade  and 
daily  newspapers,  false  and  misleading  statements  concerning  their  financial  re- 
spousibilitv  and  the  methods  used  by  them  and  their  officers  and  members  In 
transacting  bushiess  in  grain.  Among  these  trade  and  daily  newspapers  were 
the  Cooperative  Manager  and  Farmer,  the  National  Grain  Grower  and  Equit> 
Farm  News,  the  Fargo  Forum,  and  the  Fargo  Daily  Courier  News.  These  publi- 
cations tlie  respondents  circulated  and  distributed  to  and  among  customers  and 
prosr^ective  customers  of  the  members  of  the  said  exchanges.  They  likewise  dis- 
tributed the  said  articles  in  reprints,  pamphlets,  and  official  correspondence,  and 
through  traveling  grain  solicitors  in  the  employ  of  the  respondent  menibers  of 
the  said  chamber.  In  these  articles  the  respondents  vigorously  attacked  the 
said  Equity  Cooperative  Exchange  and  the  said  St.  Paul  Grain  Exchange,  es- 
pS^ialirso  in  the  Cooperative  Manager  and  Farmer;  they  attacked  editors  who 
Ss^fed  comments  and  articles  favorable  to  the  said  Equity  Cooi>era  ive  Ex- 
^hnn^e  •  thev  advised  countrv  elevator  directors  not  to  interfere  with  the  man- 
So'f  the  sa?d  country  elevators  in  the  matter  of  choosing  the  persons  and 
nfacls  to  which  their  grain  should  be  shipped ;  they  pretended  to  offer  expei-t  ad- 
vice on  cooperative  marketing  of  grain,  while  at  the  same  time  they  conducted  a 
)4mmi^  SiHrcooper  terminal  marketing;  and  they  attacked  country 

e^evatoS  which  shipped  grain  to  the  said  Equity  Cooperative  Exchange. 

p!r   24   The  said  National  Grain  Grower  and  Equity  Farm  News  prior  to 
Jub    1913  was  the  official  organ  of  the  American  Society  of  Equity,  an  asso- 
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elation  of  farmers  with  which  the  Equity  Cooperative  Exchange  during  the  first 
years  of  its  existence  was  affiliated,  and  it  supported  the  Equity  Cooperative 
Exchange  and  advocated  cooperative  methods  of  doing  business.  In  that  month 
the  said  chamber  persuaded  owners  of  the  National  Grain  Grower  and  Equity 
Farm  News  to  refuse  to  support  any  longer  the  said  Equity  Cooperative  Ex- 
change and  its  methods  and  to  give  it  any  more  space  therein.  During  the 
following  year  the  said  National  Grain  Grower  and  Equity  Farm  News  pub- 
lished articles  in  condemnation  of  the  said  Equity  Cooperative  Exchange  and  in 
praise  of  organized  exchanges,  particularly  the  said  respondent  chamber,  which 
during  that  time  paid  the  National  Grain  Grower  and  Equity  Farm  News  at 
least  .$2,500  for  extra  copies.  In  the  same  year  many  thousands  of  extra  copies 
of  the  said  National  Grain  Grower  and  Equity  Farm  News  containing  said 
articles  defamatory  of  the  said  Equity  Cooperative  Exchange  were  circulated 
and  paid  for  by  the  respondent  chamber,  while  the  issues  of  the  said  National 
Grain  Grower  and  Equity  Farm  News  still  bore  the  legend  "  Official  organ  of  the 
American  Society  of  Equity,"  notwithstanding  this  par)er  had  ceased  to  be  such 
oflficial  organ  after  July,  1913. 

Par.  25.  Among  the  defamatory  articles  was  one  that  appeared  in  the  May, 
1912.  issue  of  the  said  Cooperative  Manager  and  Farmer  and  republished  there- 
in in  1914.  This  article  falsely  accused  the  Equity  Cooperative  Exchange  of 
conducting  a  fraudulent  transaction  and  of  charging  a  shipper  "  double  com- 
mission "  on  certain  carloads  of  grain  shipped  to  said  exchange  by  the  Farmers 
Elevator  Co.,  of  Glenburn,  N.  Dak.  Upon  invesMgation  the  Railroad  and  Ware- 
house Commission  of  Minnesota  found  and  stated  that  no  fraud  had  been 
committed  by  the  Equity  Cooperative  Exchange  or  its  sales  agent,  P.  E.  Cooper, 
in  respect  to  such  transaction.  P.  E.  Cooper  thereupon  demanded  retraction 
bv  the  respondent  chamber,  but  it  again  referred  to  this  mater  as  a  fraudulent 
transaction  in  an  article  entitled  "  History  of  Equity  Cooperative  Exchange," 
published  in  June,  1914,  issue  of  the  Cooperative  Manager  and  Farmer.  In 
1917  the  chamber  also  printed  and  circulated  it  in  a  pamphlet  entitled  "  Equity 
Cooperative  Exchange  Question  Book."  These  articles  aroused  the  Equ  ty 
Cooperative  Exchange  to  the  adoption  of  a  more  aggressive  attitude  in  carrying 
«mt  the  policy  of  cooperative  marketing.  Among  other  things  it  changed  its 
management  at  Minneapolis.     In  June,   1914,   the  Cooperative   Manager  and 

Farmer  stated,  as  follows : 

"Th-s  instance  of  the  Glenburn  Farmers'  Elevator  Co.  in  shipping  to  the 
Equity  Cooperative  Exchange  was  made  public  in  May,  1912,  issue  of  the 
Cooperative  Manager  and  Farmer,  and  the  publication  of  this  fraud  upon  the 
Glenburn  Farmers'  Elevator  Co.  resulted  in  a  very  great  uproar  in  Equity 
society  circles  In  order  to  satisfy  the  outcry  which  resulted.  Mr.  P.  E.  Cooi>er 
wa«  made  the  '  goat,*  and  the  Equity  Cooperative  Exchange  proceeded,  on 
August  1,  1912,  to  employ  Mr.  George  F.  Loftus,  representing  the  Loftus- 
Hubbard  Co.  as  sales  agent."     (Com's.  Ex.  37,  p.  30,  2d  col.,  2d  par.) 

Par.  26.  The  sa*d  chamber  collected  and  furnished  to  the  said  Cooperative 
Manager  and  Farmer  practically  all  of  the  copy  and  data  used  in  the  articles 
it  published  detrimental  to  the  said  Equity  Cooperative  Exchange. 

Par.  27.  Upon  the  appointment  of  Loftus  on  August  1,  1912,  hs  manager,  the 
Equity  Cooperative  Exchange  attempted  to  carry  out  the  principles  of  co- 
operative marketing  by  opening  at  Minneapolis  for  the  said  exchange  a  terminal 
market  called  the  Independent  Grain  Exchange  As  soon  as  this  was  done  the 
respondent  chamber  established  a  system  of  esp'onage.  The  secretary  of  the 
chamber,  to  wit.  Respondent  John  G.  McHugh  on  August  10,  1912,  wrote  to 
Respondent  Timmerman,  at  that  time  president  of  the  Commission  Merchants 
Association,  as  follows: 

"  loftus  is  now  agent  for  the  Equity  in  place  of  Cooper.  *  *  *  We  be- 
lieve it  might  be  to  interest  of  Commission  Merchants  Association  to  keep  an 
eye  on  operations  of  Farmers'  Equity  Union,  mentioned  in  their  letter  of  the 
17th." 

With  this  letter  he  inclosed  an  advertisement  of  the  Equity  Cooperative 
Excliange.  On  August  23,  1912,  the  said  respondent,  John  G.  McHugh,  sent 
a  second  letter  to  Respondent  Timmerman,  inclosing  a  letter  from  the  Gould 
Grain  Co.  and  also  a  letter  from  the  traveling  representative  of  the  Gould 
Grain  Co.  stating  as  follows : 

"  Since  Loftus  has  taken  over  the  management  of  the  Equity  it  is  probable 
that  their  operations  will  be  pushed  most  aggressively,  and  we  believe  the 
commission  merchants,  through  their  representatives,  should  keep  our  office 
closely  advised  regarding  any  information  as  to  shipments  to  this  company. 
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We  believe  the  matter  deserves  the  careful  consideration  of  the  Commissiou: 
Merchants'  Association." 

1*AR.  28.  The  resiiondent,  .John  G.  McHugli,  as  secretary  for  the  said  cham- 
ber, wrote  otlier  letters  which  were  intended  to  destroy,  and  which  did  injoi-e,. 
the  credit  and  standing  of  the  Equity  Cooperative  Exchange  witli  banlcsv 
farmers,  and  customers,  and  the  public  generally.  The  following  letter  dated 
August  17,  1904,  and  written  by  J.  M.  Withrow,  an  attorney  for  the  respond- 
ent chamber,  to  P.  L.  Howe,  at  that  time  a  member  of  the  sai<l  chamber,  is 
an  example : 

"  The  information  which  I  am  receiving  at  present  tends  to  sliow  that  tlie 
farmers'  elevators,  which  have  previously  given  them  accommodation  note« 
are  becoming  alarmed  over  them  and  the  credits  which  they  thus  created,  and 
I  am  of  the  opinion  that  if  inquiries  were  made  by  a  number  of  banks  at  the 
terminals  of  some  of  the  local  banks  where  these  elevatoi-s  were  located, 
asking  whether  the  elevator  companies  were  good  for  obligations  for  specific 
sums  of  from  five  thousand  to  ten  thousand  dollars  that  the  officers  of  these 
banks  would  be  very  likely  to  let  the  information  leak  around  as  to  inquiries 
being  made:  more  particularly  would  that  be  true  in  cases  where  the  local 
officers  are  Scandinavians,  and  they  would  undoubtedly  begin  to  worry  as  to 
the  reasons  why  such  inquiries  were  being  made  and  anxious  to  secure  the 
return  of  their  obligations.  If  the  same  thing  were  done  with  reference  to 
the  individuals  who  signed  the  $50,000  guaranty  which  I^ftus  is  using  as 
a  basis  of  credit.  I  think  you  would  find  that  these  men  would  be  anxious  to 
get  out  fr<»m  under. 

"  My  private  advice  is  that  that  is  the  present  condition  with  Mr.  Leuni, 
of  Maysville,  who,  I  understand,  has  the  best  financial  rating  of  anyone  on 
that  particular  guaranty.  My  understanding  is  that  bis  business  competitors 
and  associates  have  joshed  him  so  much  about  it  that  he  is  very  nmch  worried 
over  the  matter  and  a  few  inquiries  to  his  bank  would.  I  think,  tend  to  in- 
crease his  anxiety.     *     *     * 

'•  I  anj  writing  this  matter  very  fully  to  you  because  I  consider  it  advisable 
not  to  communicate  with  any  other  associative  (sic)  parties  at  present;  be- 
sides I  know  that  you  will  understand  how  to  handle  the  information." 
(Com'sEx.  145,  p.  27.) 

The  suggestions  made  in  the  above  letter  were  carried  out  with  Injurious 
effect,  as  slumn  in  the  portion  of  the  letter  quoted  on  page  24  of  these 
findings. 

Pah.  21).  Another  course  of  espionage  conducted  by  the  respondents  consisted 
<if  tracing  shipments  of  individual  cars  of  grain  consigned  to  the  Equity 
Cooperative  Exchange.  Based  upon  the  data  .so  secured,  the  respondents  then 
published  articles  <*ontaining  false,  unfair,  and  misleading  statements.  Thus 
in  one  article  resi)ondents  listed  428  such  cars  shipped  to  the  said  exchange 
and  purported  to  give  the  correct  prices  received  by  the  shipi)er  from  the 
said  exchange.  Concerning  this  list  the  respondents  published  in  1914  and 
rei)ublished  in  substance  in  1917  the  following  statement : 

"The  Equity  Cooperative  Exchange  then  accounted  to  the  shipper  for  these 
car.s.  as  sold  at  the  net  price  received  by  them,  and  then  charged  another 
commission  t(>  the  shipijer     *     *     *." 

Whereas  the  fact  was  that  <»n  381  of  the  428  cars  the  Equity  Coojierative 
lOxcliange  charged  the  shippers  no  commission  at  all.  and  furthermore  the 
prices  received  by  the  shipper  from  the  said  exchange  for  the  sales  enumerated 
therein  were  higher  than  the  prices  indicated  by  the  resi»on<lents  in  the  said  list 
which  acctanpanied  vnd  was  a  part  of  the  said  article. 

Another  article  jjublished  during  1917  contains  a  list  of  cars  sold  in  1915 
and  was  entitled  "A  list  of  cars  showing  recent  sales  made  at  a  loss  to 
shipi)ers."  The  sales  so  published  were  not  recent  nor  were  they  made  at  a 
loss  to  shippers.  The  list  is  incomplete  and  purports  to  show  the  profit  made 
by  the  resale  of  the  cars,  while  the  said  list  in  fact  neither  exactly  nor  approxi- 
mately represents  the  profit  so  made.  The  article  takes  no  consideration  of 
market  changes  during  the  time  which  elapsed  between  the  purchase  and  sale 
of  the  cars.  In  some  instances  no  consideration  of  the  condition  of  the  grain 
was  made.  In  other  instances  prices  purporting  to  have  l)een  received  by  the 
shipper  were  inaccurate,  and  in  many  instances  where  the  shipper  received 
more  than  the  grain  actually  brought  at  resale  such  cars  were  published  in  a 
manner  and  in  connection  with  statements  which  made  it  appear  that  the 
shipper  lost  money  by  not  consigning  such  grain  to  respondent  members  when 
in  fact  the  shipper   received  more  than   any  price  officially   reported   by   re- 
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spondent  chamber  for  the  same  grade  and  quality  of  grain  sold  on  respondent 
chamber  on  the  day  of  such  sale. 

Par.  30.   Respondents,   during  the  years  1914  to  1917,   frequently  publishe<l 

that  grain  consigned  to  the  Ecjuity  Cooperative  Ex- 
additional  commissions  for  each  cent  of  profit  ma<le 
and  published  at  the  same  time  and  in  connection 
tiierev;ith  that  any  member  of  the  chajnber  of  commerce  who  would  charge 
more  than  one  commission  would  bo  expelled  from  n^embership  while  over 
11  per  cent  of  the  grain  consigned  to  respondent  members  was  resold  b>  them, 
usually  at  a  profit.  Some  of  this  grain  was  sold  by  the  consignee,  a  member, 
to  another  member  at  one-half  cent  per  bushel,  and  bv  that  meml>er  to  an- 
other, and  by  him  to  still  another,  each  making  a  half  cent  per  bushel  thereon, 
and  then  repurchased  by  the  consignee,  who,  after  passing  the  title  through 
others  and  back  to  himself  bought  it  at  a  profit  in  some  instances  as  high  as 
14  cents  a  busliel.  Cars  published  by  respondent  as  having  been  sold  by  the 
equity  below  '*  Chamber  of  commerce  values "  actually  sold  at  prices  higher 


than  any  officially  published  "  Chamber  of  commerce  values  "  on 
the  sale.  Many  other  prices  recei\ed  for  such  cars  were  \Aell 
reported  values.  In  general  the  prices  received  by  the  Equity 
Exchange  for  grain  consigned  to  it  were  as  high  as  those  prices 
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consigned  grain  by  members  of  respondent  chamber.  A  i)ublication  known 
as  the  "  Market  Record,"  published  at  Minneapolis,  was  the  oflftcial  organ 
of  the  respondent  chamber  for  the  purpose  of  publishing  the  prices  at  which 
various  kinds  of  grain  are  sold  on  respondent  chamber's  floor.  Such  prices 
were  published  daily  and  held  out  to  the  public  as  the  prices  at  which  grain 
in  truth  was  actually  sold.  The  fact  is  these  prices  so  published  were  in- 
complete, in  that  all  sales  were  not  re])i>rted  by  respondent  members,  there- 
fore the  "Chamber  of  commerce  values"  could  not  be  mathematically  deter- 
mined. 

Par.  31.  This  same  false,  unfair  and  misleading  matter  was  thereafter 
constantly  used  to  the  injury  and  disadvantage  of  the  Equity  f\)operative 
Exchnge.  Tliough  camijaign  of  defamation  ceased  officially  in  1917.  the  mat- 
ter so  circulated  during  the  preceding  five  years  has  been  and  is  now  used 
by  farmers,  bankers,  ccmntry  elevator  officials  and  shipr»ers  to  the  financial 
injury-  of  the  Equity  Cooperative  Exchange. 

Par.  32.  Respondents  published  in  December  1914.  or  within  two  or  three 
months  of  the  organization  of  the  St.  Paul  Grain  Exchange,  an  illustrated 
article  derogatory  to  the  St.  Paul  Grain  Exchange  and  entitled :  "  Equity 
Exchange  moves  to  St.  Paul. — The  St.  Paul-department-store-mail-order-grain- 
exchange." 

At  page  51  this  article  states: 

"Department  stores  and  barber  supply  houses  and  retail  merchants  of  St. 
Paul  are  not  justified  in  assisting  in  this  deception  by  supiwrting  a  make- 
believe  grain  exchange  such  as  the  so-called  St.  Paul  Grain  Exchange,  even 
tliough  the  activities  of  the  St.  Paul  newspapers  in  supporting  the  St.  Paul 
Grain  Exchange  does  bring  in  a  few  farmers,  to  St.  Paul  takini:  the  busiiiess 
away  from  their  local  merchants:  even  this  does  not  justify  the  wrong  done 
and  the  deception  practiced  upon  the  farmers  and  farmers'  elevator  com- 
panies in  the  Northwest  by  the  so-called  Equity  Cooperative  Exchange." 

Respondent  published  many  other  articles  containing  statements  defamatory 
of  the  St.  Paul  Grain  Exchange  during  the  period  1914  to  1917. 

Par.  33.  To  eliminate  the  competition  of  those  engaged  in  cooperative 
methods  of  marketing  grain  at  Minneapolis  and  surrounding  territory,  the  said 
respondents  combined  and  conspired  among  themselves  and  with  each  other 
to  destroy  the  said  Equity  Cooperative  Exchange  and  to  destroy  the  business 
of  the  St.  Paul  Grain  Exchange  and  that  of  some  of  its  members.  As  a  part 
of  their  plan  to  carry  out  this  purpose,  the  respondents  t>ersua<led  Fred 
Schmidt,  J.  Emerson  Greenfield,  and  Samuel  Crumpton,  holders  of  one  share 
each  of  the  capital  stock  of  the  said  Equity  Cooperative  Exchange,  to  bring  in 
their  own  names  as  plaintiffs,  against  the  president  and  secretary  of  the  said 
exchange,  a  proceeding  by  mandamus  to  obtain  data  from  the  books  of  the 
said  cooperative  exchange  upon  which  to  base  another  subsequent  :iction  to 
have  the  said  Equity  Cooperative  Exchange  declared  insolvent,  adjudicated  a 
bankrupt,  to  have  a  receiver  appointed,  and  its  charter  annulled. 

Par.  34.  Accordingly  and  on  or  about  -July  24.  1914,  and  in  the  District  Court 
of  the  Third  Judicial  District  for  the  State  of  North  Dakota,  the  three  said 
stockholders,  by  an  attorney  named  Edward  Engerud,  brought  a  proceeding  by 
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mandamus  against  the  president  and  the  secretary  and  treasurer  of  the  said 
liQUity  Cooperative  Exchange  to  comi)el  them,  as  such  officers  of  the  exchange 
and  the  said  exchange  to  permit  an  examination  of  the  books  of  said  Equity  Co- 
operative Exchange.  After  a  hearing  the  said  district  court  granted  tlie  peti- 
tion of  mandamus  commanding  the  cooperative  exchange  and  its  said  president 
and  secn-etary  and  treasurer  to  permit  an  examination  of  said  hoolis.  On  or 
about  Deceinl)er  15,  1914,  the  Supreme  (^)urt  of  Nortli  Dalvota  affirmed  the 
decision  of  tlie  district  court  and  on  February  2,  1915,  denied  a  petition  of 
tlie  said  Equity  Cooperative  Exchange  for  a  rehearing.  In  consequence  of 
this  de<'ision  the  i-es[)ondents  examined  the  books  of  tlie  said  exchange  All 
of  the  costs  and  disbursements  of  tliese  suits,  including  the  fees  of  said  Edward 
Engerud,  attorney  for  tlie  petitioners,  plus  the  exi)ense  attendant  upon  tlie 
examination  of  the  said  books,  were  paid  by  the  respondent  cliamber 

Par.  35.  Based  upon  an  examination  of  the  said  books,  made  under  authority 
of  said  writ  of  mandamus,  and  upon  about  fifty  affidavits  made  by  as  many 
members  of  respondent  cliamber  of  commerce  and  at  the  instance  of  said  re- 
spondents, tlie  State  of  North  Dakota  on  the  relation  of  Henry  J  Linde  the 
attorney  general  of  said  State,  on  or  about  April  23,  1915,  brought  suit  to  annul 
the  charter  of  the  said  Equity  Cooperative  Exchange,  to  have  it  declared  in- 
solvent and  a  bankrupt,  and  to  have  a  receiver  appointed  for  It.  This  suit 
was  tried  by  said  Engerud,  who  was  appointed  a  deputy  attorney  general  to 
said  attorney  general  by  the  State  of  North  Dakota,  for  the  purpose  of  con- 
ducting this  case.  This  proceeding  seeking  the  appointment  of  a  receiver  and 
the  annulment  of  the  charter  of  the  Equity  Cooperative  Exchange  was  dis- 
missed by  the  court  on  the  ground  that  the  exchange  was  not  insolvent. 

Par.  36.  Until  the  said  date  of  the  beginning  of  the  proceeding  by  mandamus 
the  said  Greenfield  and  Crumpton,  two  of  the  three  plaintiflTs  shareholders 
named  above,  were  partners  doing  business  as  a  commission  house  located  at 
Superior,  Wis.,  and  were  acting  there  as  sales  agents  for  the  said  Equity  Co- 
operative Exchange.  On  that  date,  however,  and  at  the  instance  of  the  said 
chamber  of  commerce  they  brought  in  the  United  States  District  Court  for  the 
Fourth  Division,  District  of  Minnesota,  against  said  exchange  a  suit  for  dam- 
ages arising  from  an  alleged  breach  of  contract  with  said  firm.  This  suit  was 
conducted  by  an  attorney  named  J.  M.  Witherow,  whose  services  therein  were 
paid  by  the  said  respondents.  The  action  was  dismissed  by  the  court  for  lack 
of  jurisdiction  and  nothing  was  ever  further  done  to  recover  the  amount 
claimed.  The  said  suit  was  instituted  and  prosecuted  by  said  respondents  in 
bad  faith  with  purpose,  intent  and  effect  of  hindering  and  obstructing  the 
business  of  the  said  Equity  Cooi^erative  Exchange,  and  of  injuring  its  credit 
and  reputation. 

The  said  Witherow  in  reporting  to  P.  L.  Howe,  a  respondent  member  of  said 
chamber,  on   August  4,   1914,   states: 

"The  publicity  which  we  have  been  giving  them  In  the  newspapers  has  had 
a  very  unfavorable  effect  upon  them  and  is  making  many  of  the  farmers  sus- 
picious of  their  actions.  When  I  am  able  to  make  public  the  aflfadavit  which 
I  yesterday  secured  from  Mr.  §mith,  of  Voltaire,  and  also  the  fact  that  they 
were  securing  acc*ommodation  notes  from  the  farmers  in  large  amounts  which 
are  being  pledged  to  terminal  bank,  I  think  you  will  find  the  farmers  will  lie 
very  much  more  frightened." 

Par.  37.  To  further  injure  tiie  credit  and  standing  of  the  Equity  Cooperative 
Exchange  the  respondent  chamber  caused  inquiries  and  investigations  to  be 
made  at  banks  and  other  financial  backers  of  the  said  exchange  and  stock- 
holders therein  in  order  to  create  in  them  a  suspicion  that  all  was  not  well 
financially  with  the  said  exchange  and  its  stockholders. 

The  following  letter  is  illustrative  of  this  practice : 

The  Chamber  of  Commerce  of  Minneapolis, 

July  20,  IBlf,. 
Mb.  Edward  Engerud,  Fargo,  N.  Dak. 

Dear  Sir  :  Your  letter  of  recent  date  addressed  to  the  Cooi^erative  Managing 
Farmer,  with  reference  to  the  results  which  developed  from  your  partial  ex- 
amination of  the  books  of  the  Equity  Exchange  at  Fargo  was  presented  to  the 
undersigned  this  morning  and  read  with  much  interest. 

I  inclose  herewith  a  memorandum  which  explains  itself.  The  data  fur- 
nished in  this  memorandum  was  furnished  in  a  very  confidential  manner,  and 
I  desire  it  to  be  so  treated.  An  examination  of  the  books  and  records  of  the 
Scandinavian-American  National  Bank,  however,  would  disclose  the  situation 
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to  be  as  set  forth  In  this  memorandum.  It  occurred  to  me  that  if  you  were 
acquainted  with  the  facts  and  knew  where  Information  was  to  be  had  and 
what  that  Information  would  be  that  It  would  be  possible  for  you  to  secure  it 
either  by  securing  authority  from  the  Equity  Exchange  to  a  chartered  ac- 
countant to  examine  the  records  of  the  Scandinavian-American  National  Bank, 
of  Minneapolis,  or  otherwise. 

The  names  of  the  farmers'  elevator  companies  whose  notes  are  held  by  the 
bank  as  collateral  and  the  amount  of  these  notes  would  be  very  interesting  and 
desirable  but  this  Information  we  were  not  able  to  secure  at  the  time,  although 
It  Is  possible  that  this  may  be  secured  later.  We  consider  this  very  important 
as  It  Is  entirely  possible  that  the  amount  of  the  notes  of  farmers'  elevator 
companies  put  up  as  collateral  by  the  Equity  Cooperative  Exchange  might 
exceed  many  times  the  amount  due  the  Equity  Exchange  from  the  farmers' 
elevator  companies. 

We  felt  that  with  this  information  In  our  hands  you  would  be  able  to  take 
such  action  as  would  secure  Its  disclosure  without  causing  the  undersigned  or 
his  informant  any  embarrassment. 

I  believe  that  the  Mr.  J.  C.  Berg  of  Hlndrum,  Minn.,  mentioned  on  the  mem- 
orandum inclosed  herewith,  is  quite  a  friend  of  your  partner,  Mr.  Frame. 
Very  truly  yours, 

John  G.  McHugh,  Secret arp. 

Acting  under  this  direction  Attorney  Engerud  "without  causing  the  under- 
signed or  his  informant  embarrassment,"  secured  by  means  of  deposition  much 
information  ••  concerning  farmers'  elevator  companies  whose  notes  were  held  up 
by  the  Scandinavian-American  National  Bank  of  Minneapolis"  and  other  In- 
formation of  a  confidential  character. 

Par.  38.  These  actions  cost  the  said  exchange  for  attorneys'  fees,  witnesses' 
fees,  court  costs,  and  other  expenses,  including  loss  of  time  of  Its  officials  and 
employees,  not  less  than  $20,000.  They  Injured  greatly  Its  credit  and  standing 
with  the  public  generally  and  with  shippers  of  grain.  In  addition  to  the  direct 
outlay  necessitated  by  this  litigation,  the  credit  of  the  Equity  Cooperative  Ex- 
change was  seriously  affected  thereby  and  the  confidence  of  the  public  generally, 
and  the  grain  shippers  In  particular,  was  greatly  weakened  by  the  charges  and 
allegations  of  unfair  and  dishonest  conduct  made  and  published  by  the  plaintiffs 
in  connection  with  the  litigation  and  proceedings  In  question. 

CONCLUSION. 

That  by  reason  of  the  facts  set  forth  above,  the  respondents  and  all  of  them 
have  committed  acts  to  the  prejudice  of  the  public  and  competitors  of  respond- 
ent chamber  and  competitors  of  the  members  of  respondent  chamber,  and 
which  acts  constitute  unfair  methods  of  competition  In  commerce  within  the 
Intent  and  meaning  of  section  5  of  an  act  of  Congress,  entitled,  "An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,"  approved  September  26,  1914. 

By  the  Commission : 

Huston  Thompson,  Chairnuni. 

Dated  tliis  28th  day  of  December,  A.  D.  1923. 

Attest : 

Otis  B.  Johnson,  Secretarjt. 

United  States  of  Ameri<*a.     Before  Federal  Trade  Commission.     At  a  regular 
session  of  the  Federal  Trade  Commission,  held  at  its  office  in  the  city  of 

Washington,  D.  C,  on  the  28th  day  of  December,  A.  D.,  1923. 

• 

Present :  Huston  Thompson,  chairman :  Vernon  W^.  Van  Fleet,  Nelson  B. 
Gaskill,  Victor  Murdock,  John  F.  Nugent,  commissioners. 

Federal  Trade  Commission  r.  The  Chaml>er  of  Commerce  of  Minneapolis;  the 
Officers  and  Board  of  Directors  and  Members  of  the  Chamber  of  Commerce  of 
Minneapolis,  Manager  Publishing  Co.,  John  H.  Adams,  and  .John  F.  Flemming. 
Docket  No.  694.    Order  to  cease  and  desist. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commission  upon 
the  complaint  of  the  commission,  the  answers  of  the  respondents,  and  the  stipu- 
lations as  to  the  facts  entered  into  by  counsel  representing  the  commission  and 
counsel  representing  respondents,  and  the  commission  having  made  Its  find- 
ings as  to  the  facts  with  its  conclusion  that  the  respondents  have  violated  the 
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provisions  of  the  act  of  Congress  approved  September  26,  1914,  entitled  '*  An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes  "  ; 

Now,  therefore,  it  is  ordered  that  tlie  respondents:  The  Chamber  of  Com- 
merce of  Minneapolis;  C.  A.  Magnuson,  C.  M.  Case,  William  Dalrymple,  A.  C. 
Andrews,  B.  F.  Benson,  W.  T.  Frasier,  H.  P.  Gallaher,  J.  B.  Gilflllan,  jr.,  H.  S. 
Helm,  Asher  Howard,  John  McLeod,  J.  H.  MacMillan,  F.  C.  Van  Dusen,  .John 
G.  McHugh,  and  all  other  members,  officers,  directors,  agents,  servants,  and 
employees  of  the  Chamber  of  Commerce  of  Minneapolis,  Manager  Publishing 
Co. ;  John  H.  Adams,  and  John  T.  Flemmlng,  and  each  of  them  and  their  or  its 
officers,  agents,  solicitors,  representatives,  servants,  and  employees  and  all 
other  persons  acting  under,  through,  by  or  in  l>ehalf  of  them  or  any  of  them, 
forever  cease  and  desist : 

From  combining  and  conspiring  among  themselves  or  with  others,  directly 
or  indirectly,  to  interfere  with,  or  injure,  or  destroy  the  business  or  the  repu- 
tation of  the  St.  Paul  Grain  Exchange,  or  its  officers  and  members,  or  the 
Equity  Cooperative  Exchange,  or  its  officers  and  stockholders  (or  other  com- 
petitors of  the  respondent  chamber  and  its  members)  by: 

(1)  Publishing  or  causing  to  be  published  in  any  newspaper,  periodical, 
pamphlet,  or  otherwise,  or  circulating,  or  causing  to  l)e  circulated,  orally  or 
otherwise,  among  the  customers  or  prospective  customers  of  the  members  of 
the  St.  Paul  Grain  Exchange,  or  the  public  generally,  any  false  or  misleading 
statements  concerning  the  financial  standing,  the  business,  or  the  business 
methods  of  said  exchange,  its  officers,  or  members  or  concerning  the  said 
Equity  Coperative  Exchange,  its  officers,  or  stockholders. 

(2)  Instituting  vexatious  or  unfounded  suits,  either  at  law  or  in  equity, 
against  said  Equity  Cooperative  P^xchange  with  the  purpose  or  intent  or  with 

V     the  effect  of  hindering  or  obstructing  the  business  of  the  sjiid  Equity  Cooper- 
tive  Exchange  or  injuring  its  credit  and  reputation. 

It  is  further  ordered  that  the  respondents,  the  Chamber  of  Commerce  of 
Minneapolis,  C.  A.  Magnuson,  C.  M.  Case.  William  Dalrymple.  A.  C.  Andrews. 
B.  F.  Benson,  W.  T.  Frasier,  H.  P.  Gallaher.  J.  I».  Gilftllan,  jr.,  H.  S.  Helm, 
Asher  Howard,  John  Mcljeod,  J.  H.  MacMillan,  F.  C.  Van  Dnsen,  John  G. 
McHugh.  and  all  other  members,  officers,  directors,  agents,  servants,  and 
employees  of  the  Chamber  of  Commerce  of  Minneapolis,  and  each  of  them,  and 
their  or  its  officers,  agents,  solicitors,  representatives,  servants,  and  employees, 
and  all  persons  acting  under,  through,  by,  or  in  behalf  of  it  or  them,  or  any 
of  them,  forever  cease  and  desist  from : 

(1)  Combining  and  conspiring  among  themselves  or  with  others,  directly 
or  indirectly,  to  induce,  persuade,  or  compel,  and  fnmi  inducing,  persuading,  or 
compelling  any  of  the  members  of  said  chaniber.  their  agents,  or  employees,  to 
refuse  to  buy  from,  sell  to,  or  otherwise  deal  with  the  St.  Paul  Grain  Exchange 
or  its  members  or  the  Equity  Cooperative  Exchange,  or  its  stockholders,  <u' 
the  customers  of  any  of  them,  because  of  the  putronage  dividend  plan  of  doing 
business  adopted  by  the  said  Equity  (Cooperative  Exchange,  or  by  any  of  the 
members  of  the  said  St.  Paul  Grain  Exchange,  as  more  particularly  set  forth 
in  paragraph  (4)  infra  of  this  order. 

(2)  Hindering,  obstructing,  or  preventing  any  telegraph  company  or  other 
distributing  agent  from  furnishing  continuous  or  periodical  price  quotations 
of  grains  to  the  St.  Paul  Grain  Exchange,  or  its  members,  or  to  the  Equity 
Cooperative  Exchange  or  its  stockholders. 

(3)  Passing  or  enforcing  any  rule  or  regulation,  or  enforcing  any  usage  (u- 
custom,  that  i)rohibits  or  i)revents  members  of  the  respondent  chamber  from 
conducting  their  business  of  dealing  in  grain  according  to  the  cooi>erativ^ 
method  of  marketing  grain  or  according  to  the  patronage  dividend  plan,  like  or 
similar  to  the  method  or  plan  adopted  by  the  E<iuity  Cooperative  Exchange. 

(4)  Denying  to  any  duly  accredited  re[)resentatives  of  any  organization  or 
association  of  farmer  grain  growers  or  shippers  adnnnission  to  membership 
in  said  respondent  chamber,  with  full  and  e<iual  privileges  enjoyed  by  any  or 
all  of  its  members  or  by  any  cr  all  coiu'erns  n'[>resented  by  UKMnhership  in  said 
respondent  chamber  of  conmierce,  because  of  the  plan  or  purpose  on  the  parr 
of  such  organization  or  association  to  pay  or  purjiose  to  i)ay  patronage  dividends 
or  to  operate  or  purpose  to  operate  according  to  the  coi>perative  plan  of  mai- 
keting  grain,  namely,  the  plan  of  returning  any  porthai  or  all  of  its  earnings 
or  surplus  to  its  patrons  or  members  on  the  basis  of  patronage,  whether  such 
earnings  or  surplus  is  derived  from  charging  patrons  or  members  connnissions 
or  otherwise. 
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(5)  Passing  or  enforcing  any  rule  or  regulation  or  enforcing  any  usage  (»r 
custom,  that  compels  shippers  of  grain  to  Minneapolis,  Minn.,  from  country 
points  or  from  St.  Paul,  Minn.,  to  pay  commission  or  other  charges,  unless  and 
until  like  commissions  and  charges  are  paid  by  shippers  of  grain  to  Minne- 
apolis form  Omaha,  Nebr..  or  from  Kansas  City,  Mo.,  or  other  sucli  favored 
markets. 

(6)  Passing  or  enforcing  any  rule  or  regulation,  or  enforcing  any  usage  or 
custom,  that  prohibits  members  of  the  respondent  chamber,  when  buying  grain 
on  track  at  country  points  from  paying  therefor  more  than  the  market  price 
of  similar  grain  prevailing  at  that  time  in  the  exchange  room  of  the  resi)ond- 
ent  chamber,  less  freight,  commissions,  and  other  cliarges. 

(7)  Promulgating,  interpreting,  or  enforcing  any  rule,  custom,  regulation, 
or  usage  in  such  a  manner  as  to  require  any  member  of  respondent  chanil>er  to 
pay  to  the  farmer,  or  country  shipper  or  other  person,  a  price  for  grain  limite<l 
to  a  price  equivalent  to  or  identical  with  the  Minneapolis  market  price,  or 
otherwise  limit  the  exercise  of  free  will  and  individual  independent  judgment 
of  any  such  member  as  to  the  price  which  he  shall  pay.  or  which  he  desires  to 
pay,  farmers,  country  shippers,  or  others  for  grain  on  track  at  country  points. 

It  is  further  ordered  that  the  respondents,  the  Chamber  of  Commerce  of 
Minneapolis;  C.  A.  Magnuson,  C.  M.  Case,  William  Dalrymple,  A.  C.  Andrews, 
B.  F.  Benson,  W.  T.  Frasier,  H.  P.  Gallaher,  J.  B.  Gilflllan,  jr.,  H.  S.  Helm, 
Asher  Howard,  John  Alcl^od,  J.  H  MacMillan,  F.  C.  Van  Dusen,  John  G.  Mc- 
Hugh, Manager  Publishing  Co. ;  John  H.  Adams,  and  John  H.  Fleming,  shall, 
within  60  da.vs  after  the  service  upon  them  of  a  copy  of  this  order,  file  with, 
the  commission  a  report  in  writing  setting  forth  in  detail  the  manner  and  form 
in  which  they  have  complied  with  the  order  to  cea.se  and  desist  heretofore 
set  forth. 

By  order  of  the  commission:  Commissioners  Van  Fleet  and  Gaskill  dissent- 
ing. 

[seal.]  Otis  B.  Johnson,  S^eerctarif. 

(Whereupon  the  coniniittee  then  adjourned  to  10  oV*kK-k  a.  m. 
Thursday,  January  10,  1924.) 
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THUBSDAY,  JANTTABY  10,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washingtoiu  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m.,  in 
room  324,  Senate  Office  Building,  Senator  George  W.  Norris  presid- 
ing. . 

Present:  Senators  Norris  (chairman),  Capper,  Keyes,  Gooding, 
Kendrick,  Heflin,  Norbeck,  McKinley,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  We  will 
continue  with  you,  Mr.  Ingerson. 

FURTHER  STATEMENT  OF  MR.  RALPH  INGERSON,  FLAXTON, 

N.  DAK. 

Mr.  Ingerson.  I  would  like  to  just  draw  your  attention,  gentle- 
men, to  this  further  statement  in  paragraph  24  of  the  opinion  of  the 
Federal  Trade  Commission  which  I  mentioned  yesterday.  In  dis- 
cussing it  yesterday  I  was  attempting  to  show  or  just  give  you  some 
idea  of  the  efforts  that  we  have  made  through  cooperative  methods 
to  alleviate  our  own  desperate  conditions,  and  some  of  the  reasons 
why  I  believe  we  have  failed.  It  seems  that  the  power  of  the 
Minneapolis  Chamber  of  Commerce  has  been  such  that  they  have 
been  able  to  raise  such  obstacles  in  our  path  that  it  was  impossible 
for  us  to  overcome  them,  and  this  was  one  of  the  methods  used  as 
found  by  the  Federal  Trade  Commission  in  their  investigation,  and 
this  report  is  full  of  similar  instances.  But  this  is  another  of  the 
glaring  ones.     This  is  in  paragraph  24 : 

The  said  National  Grain  Grower  and  Equity  Farm  News  prior  to  July,  1913. 
was  the  "  official  organ  "  of  the  American  Society  of  Equity,  an  association  of 
farmers  with  which  the  Equity  Cooperative  Exchange  during  the  first  years 
of  its  existence  was  affiliated,  and  it  supported  the  Equity  Cooperative  Ex- 
change and  advocated  cooperative  methods  of  doing  business.  In  that  month 
the  said  chamber  persuaded  owners  of  the  National  Grain  Growers  and  Equity 
L'arm  News  to  refuse  to  support  any  longer  the  said  Equity  Cooperative 
Exchange  and  its  methods  and  to  give  it  any  more  space  therein.  During 
the  following  year  the  said  National  Grain  Grower  and  Equity  Farm  News 
published  articles  in  condemnation  of  the  said  Equity  Cooperative  Exchange 
and  in  praise  of  organized  exchanges,  particularly  the  said  respondent  chamber, 
which  during  that  time  paid  the  National  Grain  Grower  and  Equity  Farm 
News  at  least  $2,500  for  extra  copies.  In  the  same  year  many  thousands  of 
extra  copies  of  the  said  National  Grain  Grower  and  Equity  Farm  News, 
containing  said  articles  defamatory  of  the  said  Equity  Cooperative  Exchange 
were  circulated  and  paid  for  by  tlie  respondent  chamber  w'hile  the  issues  of 
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the  Siiid  National  Grain  Grower  and  Equity  Farm  News  still  bore  the  lej,'end 
"  official  organ  "  of  the  American  Society  of  Equity,  notwithstanding  this  paper 
had  ceased  to  be  such  official  organ  after  July,  1913. 

That  is,  the  Chamber  of  Commerce  was  able  in  some  way  to 
persuade  the  avenues  of  publicity  that  we  had  built  up  through  our 
original  society,  the  American  Society  of  Equity,  to  turn  against 
us  and  to  discourage  us  and  to  arouse  suspicion  among  us,  so  that 
Ave  could  not  cooperate. 

This  report  goes  on.  I  will  not  attempt  to  read  it  all  in  the  record, 
as  1  understand  it  is  to  be  appended  to  the  hearings  in  full,  and  I 
hope  you  gentlemen  will  take  the  time  to  read  it  all.  It  shows  that 
tliere  were  false  charges  made  and  lawsuits  filed  with  no  foundation, 
leading  us  through  the  courts,  and  making  us  spend  our  efforts  in 
fighting  for  our  rights,  and  using  the  authority  of  the  Government 
to  prevent  cooperative  effort  being  successful. 

Senator  Gooding.  In  what  way  did  they  use  the  Government  t 

Mr.  Ingerson.  They  made  charges  of  insolvency,  unbased,  and 
officially  found  to  be  unbased,  and  carried  that  kind  of  cases  through 
the  courts  and  put  the  Equity  Cooperative  Exchange  to  the  expense* 
and  trouble  and  annoyance  of  defending  them,  and  at  the  same  time 
used  their  avenues  of  publicity  to  discredit  us  lx»cause  they  had  us 
in  the  courts,  and  to  throw  suspicion  on  us.  Although  those  charges 
w^ere  found  to  be  unfounded  and  were  dismissed  in  the  end,  never- 
theless, they  were  something  very  expensive  for  us  to  go  up  against. 

The  Chairman.  Now^,  I  want  to  ask  you  about  that,  Mr.  Ingerson. 
1  suppose  you  w^ere  connected  with  this  organization  during  those 
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Mr.  Ingerson.  I  was  not  personally  a  stockholder  in  the  Equity 
Cooperative  Exchange.  I  did  have,  however,  considerable  faith  in 
it.    I  had  belonged  to  the  Society  of  Equity. 

The  ChxVirman.  You  knew  about  these  charges  when  they  were 
made,  I  suppose. 

Mr.  Ingerson.  I  read  them  and  heard  of  them. 

The  Chairman.  As  I  understand  it,  this  organization,  when  it 
was  organized  and  established,  established  this  newspaper. 

Mr.  Ingerson.  They  did. 

The  Chairman.  And  it  became  their  official  organ  ? 

Mr.  Ingerson.  Yes,  sir. 

The  Chairman.  Now,  then,  after  they  were  established  and  had 
this  newspaper  supposedly  representing  them,  the  Chamber  of  Com- 
merce of  Minneapolis  got*^ control  of  the  equity's  own  newspaper? 

Mr.  Ingerson.  Yes. 

The  Chairman.  And  used  that  against  them  while  it  was  still  the 
official  organ? 

Mr.  Ingerson.  They  left  that  legend  or  that  slogan  on  the  paper, 

but  it  was  not  the  official  organ. 

The  Chairman.  I  mean  that  after  it  became  apparent  that  their 
own  organ  had  gone  under  the  control  of  the  chamber  of  commerce 
they  cut  it  out  as  an  official  organ? 

Mr.  Ingerson.  Oh,  yes. 

The  Chairman.  But  it  was  the  official  organ  when  these  people 
got  control  of  it,  was  it  not? 

Mr.  Ingerson.  Yes,  sir. 
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Senator  Gooding.  How  long  did  they  use  it? 

Mr.  Ingerson.  This  report  and  finding  of  the  commission  would 
show. 

Senator  Gooding.  I  thought  you  had  that. 

Mr.  Ingerson.  I  could  not  tell  you  how  long  it  was  used  for  that 
purpose.  I  think  that  the  name  was  changed  somewhat.  I  do  not 
know  to  just  what  extent.    It  is  a  rather  long  name. 

The  Chairman.  Now,  do  you  know  about  the  number  of  sub- 
scribers it  had?     Every  member  was  a  subscriber? 

Mr.  Ingerson.  Originally,  while  I  was  a  member  of  the  Society 
of  Equity,  there  was  a  $5  membership  fee,  and  the  subscription  was  a 
part  of  the  membership  fee. 

The  Chairman.  Exactly.  So  that  when  they  got  control  of  this 
they  had  access  to  every  member  of  the  organization? 

Mr.  Ingerson.  Yes ;  and  a  great  many  more.  I  want  to  say.  There 
was  not  a  very  active  organization,  as  I  told  you  yesterday,  of  the 
American  Society  of  Equity  in  my  part  of  the  State  at  any  time. 
There  were  a  few  locals,  as  they  called  them,  with  small  member- 
ships. But  they  also  put  this  paper  out  on  a  subscription  basis.  I 
don't  remember  what  the  price  was,  because  I  was  a  member  and 
got  it  through  my  membership ;  but  a  great  many  farmers  who  would 
be  approached  would  say,  "  Why,  I  don't  believe  I  will  join  the 
organization.  I  will  think  about  it.  But  I  would  like  to  read  your 
paper,  and  I  will  subscribe  to  your  paper."  So,  while  they  could 
not  prevail  upon  them  to  join  always,  they  could  very  often  get  them 
to  read  the  paper,  and  the  paper  had  a  very  much  greater  circulation 
than  the  actual  membership. 

Senator  Kalston.  Mr.  Chairman,  may  I  inquire  whether  this  is 
going  to  the  point  that  between  some  chamber  of  commerce  and 
some  farmers'  organization  a  controversy  arose  in  which  the  chamber 
undertook  to  put  the  farmers  out  of  business,  so  to  speak  ? 

The  Chairman.  I  would  not  say  there  was  a  controversy  arose; 
but  the  Chamber  of  Commerce  of  Minneapolis  was  trying  to  prevent 
the  farmers,  as  I  understand  it,  who  had  been  organized  under  the 
name  of  this  society  and  had  established  a  selling  place  at  St.  Paul, 
was  it  not 

Mr.  Ingerson.  Yes. 

The  Chairman.  And  established  a  selling  place  at  St.  Paul  of 
their  own. 

Mr.  Ingerson.  Yes.  The  society  did  not.  That  was  a  stock  com- 
pany called  the  Equity  Cooperative. 

The  Chairman.  I  understand,  but  it  came  about  through  their 
efforts. 

Mr.  Ingerson.  They  organized  that. 

The  Chairman.  In  order  to  sell  their  own  grain.  The  Minneapolis 
Chamber  of  Commerce  wanted  to  kill  that  agency  and  wanted  to 
handle  it  themselves.  That  was  one  of  the  things  they  undertook 
to  accomplish.  They  wanted  to  break  up  this  society  and  got  posses- 
sion of  the  society's  own  organ.  I  dont  know  that  they  bought  it ; 
but  in  one  way  thev  did,  because  I  know  they  bought*^a  whole  lot 
o  fextra  copies  of  the  paper,  or  at  least  this  finding  of  the  Federal 
Trade  Commission  says  so.    It  says  in  one  year  they  paid  them  about 
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Senator  GrooDiNG.  They  influenced  the  editorials. 

The  Chairman.  At  least  they  controlled  the  publication  and 
turned  it  against  their  own  members.  But  that  was  not  the  only 
thing  they  did.  They  commenced  litigation  of  various  kinds,  so  the 
Federal  Trade  Commission  says,  unfounded,  and  that  made  it  ex- 
pensive. 

Senator  Gooding.  And  broke  them  up  I 

Tlie  Chairman.  And  broke  tliem  up. 

I  hope  all  the  members  will  read  in  full  this  report  of  the  Federal 
Trade  Commission,  because  it  came  about  in  this  way :  The  Federal 
Trade  Commission  under  the  law  itself  made  a  charge  against  the 
chamber  of  commerce  and  various  individuals  connected  with  it, 
charging  them  with  unfair  competition.  That  is  the  real  object  of 
the  Federal  Trade  Commission — to  prevent  unfair  competition. 
Upon  that  charge  they  had  a  trial  and  took  evidence,  and  this  is  tlieir 
finding. 

Mr.  Ingerson.  I  referred  to  these  matters  in  tlie  Federal  Trade 
Commission's  report  to  show  that  we  have  actually  attempted  and 
are  now  actually  attempting  by  cooperative  methods  to  solve  our 
own  problems.  There  has  been*  a  great  agitation.  The  present  ad- 
ministration has  been  at  work  to  get  the  farmers  to  att<emi)t  coopera- 
tion. It  seems  to  me  that  they  have  not  taken  cognizance  of  the  fact 
that  they  have  already  been  going  througli  this  tight,  as  this  report 
says  for  the  last  10  yeai-s.  These  tactics  have  l^een  used  against  us, 
and  we  are  now  urged  through  Government  representatives  of  the 
War  Finance  Corporation  to  begin  to  attempt  a  cooperative  oigani- 
zation. 

Senator  Gooding.  What  help  are  we  getting  from  the  Secretary 
of  Agriculture  in  cooperative  work '( 

Mr.  Ingerson.  I  can't  answer  that  question. 

Senator  Gooding.  Mr.  Chairman,  should  we  go  into  that  ? 

The  Chairman.  Yes.  I  think  the  Secretary  of  Agriculture  and 
the  Agricultural  Department  is  rendering  all  the  assistance  they  can. 

Mr.  Ingerson.  I  think  they  are  reaching  out  in  the  War  Finance 
Corporation,  Mr.  Meyer  and  Mr.  Mondell. 

Senator  Gooding.  I  don't  think  the  Farm  Bureau  is  cooperating  or 
helping  very  much  along  those  lines,  are  they  ? 

The  Chairman.  They  are  to  a  certain  extent.  There  are  several 
farm  organizations  under  the  direction  of  the  Farm  Bureau. 

Mr.  Ingerson.  I  wish  to  present  this  as  showing  that  we  have  made 
efforts  to  cooperate  and  build  up  cooperative  nuirketing  machinery, 
and  all  these  things,  and  to  show  you  some  of  the  reasons  wh>^  we 
have  failed,  some  of  the  reasons  why  we  are  almost  discouraged 
to  go  ahead  with.  The  obstacles  that  they  seem  to  have  been  able 
to  throw  in  our  path  have  seemed  to  us  to  be  insurmountable.  We 
have  made  some  headway,  and  this  report  of  the  Federal  Trade 
Commission  is  a  gain  in  our  attempt  to  bring  about  cooperative 
methods,  but  the  farmers  themselves,  on  account  of  these  obstacles, 
are  harder  to  organize  to-day  a  great  deal  than  they  weie  10  years 
ago.  It  is  a  great  deal  harder  to  convince  the  farmer  that  he  has 
any  chance  of  success. 

Senator  Gooding.  Because  he  has  had  so  many  failures? 

Mr.  Ingerson.  Yes,  sir:   failuies  caused  bv  these  methods  used 
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And  so  we  believe  that  our  only  chance  of  having  a  cooperative 
marketing  organization  is  to  first  get  the  United  States  Government 
behind  such  a  proposition  as  the  Norris-Sinclair  bill.  It  is  my  hope 
and  my  belief  that  if  that  is  done  for  us,  to  show  the  cooperatives, 
througli  the  Government,  through  compulsory  pools,  if  you  wish  to 
call  it  that,  through  Government  operation  of  such  a  corporation 
as  this  provided  in  the  Norris-Sinclair  bill,  if  made  a  success,  it 
will  prove  absolutely  to  the  farmers  that  there  is  a  chance  of  con- 
trolling the  market  conditions  of  various  commodities  through  co- 
operation; and  if  it  is  put  upon  a  practical  basis,  and  is  successful, 
I  believe  that  in  time  it  can  be  turned  over  to  real  cooperatives, 
and  of  course  through  Government  operation,  possibly.  It  is  im- 
possible for  these  other  organizations  that  have  come  up  to  get  a 
sufficient  membership  because  of  these  failures.  I  believe  it  is  a  fact 
that  it  is  impossible  now  to  interest  farmers  in  a  movement  of  that 
kind. 

Senator  Gooding.  In  my  State  I  find  them  pretty  much  dis- 
couraged.   It  is  pretty  hard  to  get  them  interested  at  all. 

Mr.  Ingerson.  It  is. 

Senator  Gooding.  A  lot  of  them  in  my  State  are  going  to  the 
<'ities. 

Mr.  Ingerson.  Oh,  yes. 

Senator  Gooding.  And  I  have  discussed  this  situation  in  my  State 
this  summer.  I  found  this,  however,  that  bankers  are  taking  more 
interest  in  these  farmers'  cooperative  organizations  than  they  ever 
did  before,  yet  there  is  great  opposition  against  them.  They  are 
the  greatest  enemies  the  farmer  has  at  times — the  business  man  and 
banker  in  his  own  town — although  I  think  we  are  making  some 
progress  in  bringing  them  around,  because  they  can  not  be  pros- 
perous unless  the  farmer  is  prosperous. 

Mr.  Ingerson.  I  think.  Senator,  that  the  recent  condition  of  the 
farmer  reflected  back  in  their  business  activities  has  helped  to  bring 
that  around  a  great  deal  more  than  any  argument  that  we  have  been 
able  to  make  them. 

Senator  Gooding.  I  think  that  is  so,  yes.  Just  so  long  as  it 
comes,  that  is  what  we  are  after. 

Mr.  Ingerson.  Yes.  Their  help  is  welcome.  This  report  has  a 
paragraph  or  two  right  along  that  line.  The  chamber  of  commerce 
had  an  inquiry  started  from  the  big  banks  in  Minneapolis,  the  cor- 
respondent banks  of  the  small  banks  back  in  the  country,*  to  inquire 
into  the  financial  standing,  and  so  forth,  of  the  signers  or  guarantors 
of  the  obligations  of  the  cooperative  exchange,  scaring  the  good 
farmers,  the  financially-able  farmers,  away  from  us,  so  that  they 
would  not  be  able  to  get  financial  backing  in  their  own  ranks. 

The  Chairman.  I  understand  from  this  report  that  inquiries  wer^ 
started  out  through  large  financial  institutions,  making  inquiries  as 
to  the  financial  standing  of  various  people  in  the  community  when, 
as  a  matter  of  fact,  they  had  no  object  in  making  those  inquiries 
except  giving  publicity  to  the  fact  that  such  inquiries  were  being 
made  and  that  scared  the  fellow. 

Senator  Ralston.  With  the  object  of  doing  what? 

The  Chairman^  With  the  object  of  driving  people  out  of  the 
organization.     "  You  are  going  to  be  personally  responsible.     Thev 
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are  ^Treating  a  whole  lot  of  obligations  here.'-  In  that  way  tliey 
were  driving  financially  sound  people  out  of  the  organization. 

Senator  (toodtng.  It  was  a  plot  to  divide  the  farmers  among  them- 
selves, and,  of  course,  they  could  not  succeed  in  establishing  a  mar- 
ket organization. 

Mr.  Ingerson.  It  has  been  right  effective,  not  so  much  in  division 
of  opinion  as  to  the  righteousness  and  the  necessity  of  cooperation, 
but  making  it  impossible,  making  the  obstacles  so  great  that  they 
could  not  overcome  them. 

Senator  Gooding.  You  can  not,  of  course,  blame  the  grain  dealer 
and  the  man  who  trafficks  in  farmers'  products  for  fighting  the 
farmers,  but  when  a  great  commercial  club  and  the  bankers  and 
business  men  that  are  living  off  of  the  farmer  lend  themselves  to 
such  an  agency,  it  becomes  a  crime,  in  my  estimation,  and  an  out- 
rage. 

Mr.  Ingerson.  I  believe  there  was  a  certain  amount  of  coercion  in  it. 
That  is  my  opinion.  I  have  not  read  this  report  through  thoroughly, 
and  do  not  know  that  that  is  part  of  this  report,  but  it  is  my  opinion 
that  there  was  a  certain  amount  of  coercion,  because  it  has  been  my 
observation  in  North  Dakota,  at  least,  that  the  little  country  bank  is 
as  much  under  the  thumb  of  the  big  city  bank  as  the  farmer  is  under 
the  thumb  of  the  country  bank  at  home.  The  farmer  is  very  hard  to 
organize  into  a  cooperative  market.  I  state  this  advisedly,  because  I 
am  acquainted  with  a  large  number  of  farmers,  and  I  know  how  they 
feel  about  it.  We  do  believe,  however,  that  the  power  of  government 
is  great  enough,  exerted  in  the  farmers'  behalf,  to  overcome  these 
obstacles.  We  believe  that  this  cooperative — and  we  call  it  coopera- 
tive because  we  are  using  our  cooperative  government  to  bring  it 
about — is  great  enough  to  bring  it  about  for  us  through  such  legis- 
lation as  the  Norris-Smclair  bill.  We  know  that  the  Government  has 
helped  us.  We  have  a  rather  simple  conception  of  government.  We 
believe  that  it  exists  and  that  its  legitimate  function  is  to  prevent 
injustice  in  whatever  form  it  may  exist.  We  know  that  that  has 
been  the  practical  use  to  which  government  has  been  applied  in  the 
past.  It  has  for  a  long  time  pi*evented  us  quite  effectively  from 
cutting  each  other's  throats  or  taking  money  and  property  away 
from  each  other  by  force,  etc.;  and  we  believe  that  we  have  dis- 
covered a  more  dangerous  weapon  in  the  hands  of  those  who  are 
exploiting  jas  than  a  six-shooter  is.  In  fact,  after  the  Minneapolis 
marketing  system  has  gotten  through  with  the  farmer  in  North 
Dakota  he  tvould  be  very  poor  pickings  for  the  man  with  a  six-shooter. 

Senator  Gooding.  He  has  already  been  held  up. 

Mr.  Ingerson.  We  know  that  we  have  gotten  benefits  through  the 
Government  in  its  attempts  to  help  the  farmers.  When  they  passed 
the  Federal  land  loan  law,  through  which  we  were  able  to  get  some 
of  this  mortgage  indebtedness  reduced  to  a  lower  interest  rate,  it 
relieved  us.  Do  you  know  that  if  in  Burke  County  we  could  lower  all 
of  our  indebtedness  to  the  rate  that  some  of  the  rates  were  lowered 
on  the  Federal  farm  loans,  the  tax  problems  would  not  interest  us  at 
all  ?  If  you  could  lower  all  the  rates  down  to  that  on  the  amount  of 
mortgage  obligations  we  have  in  Burke  County,  we  could  pay  all 
of  our  State  taxes  and  county  taxes  with  the  saving  we  would  make. 

Senator  Capper.  You  mean  land  mortgages? 
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Mr.  Ingerson.  Land  mortgages. 

The  Chairman.  You  mean  that  there  would  be  saving  enough  in 
the  decreased  rate  of  interest  to  pay  all  your  taxes  ? 

Mr.  Ingerson.  Yes,  sir. 

We  have  got  some  relief  along  that  line.  We  have  legislation  in 
our  own  State  where  State  legislation  would  reach  it.  We  have  a 
rural  credits  bank  operating  there.  It  has  not  been  operating  so  very 
long.  It  has  been  making  loans  to  fannei-s  at  a  great  deal  less  than 
tlie  American  Bankers'  Association  makes  to  them.  That  has  meant 
a  saving  to  us. 

Senator  Keye.s.  What  rate  of  interest  do  you  pay  them  ? 

Mr.  Ingerson.  The  chattel-mortgage  rates  are  10  per  cent. 

The  Chairman.  You  have  reference  to  this  State  bank,  Senator? 

Senator  Keyes.  Yes. 

Mr.  Ingerson.  I  don't  know  what  the  present  rate  is.  I  think  it 
is  a  little  less  than  it  was.  I  have  a  loan  I  made  about  a  year  ago, 
and  under  the  law.  through  the  amortization  plan  running  only  over 
a  period  of  26  years,  it  raised  the  rate  somewhat — that  is.  the  install- 
ment payments.  The  rate  was  6  per  cent,  and  the  installment  pay- 
ments brought  it  up  to  8  per  cent. 

Senator  Capper.  To  pay  out  in  2G  years  ? 

Mr.  Ingerson.  To  ])ay  out  in  26  veai-s.  It  is  not  exactly  8  per 
<  ent.  The  installments  will  be  at  the  rate  of  8  per  cent  until  the  last 
payment,  tvhich  makes  up  the  fractional  percentage.  It  is  a  small 
fraction.  It  is  close  to  8  per  cent.  It  is  higher  than  the  Federal  rate, 
and  it  is  their  policy,  however,  to  lower  it,  and  I  think  the  rate  now 
is  somewhat  less.    It  is  around  7^  per  cent  with  the  amortization  and 

all. 

The  Chairman.  The  rate  on  those  loans  made  by  that  State  bank 

depends  on  how  they  can  sell  the  bonds? 

Mr.  Ingerson.  It  does. 

The  Chairman.  And  what  interest  they  have  to  bear? 

Mr.  Ingerson.  It  does. 

The  Chairman.  Do  they  have  any  trouble  selling  their  bonds? 

Mr.  Ingerson.  They  have  in  the  past. 

The  Chairman.  Are  they  having  any  trouble  now  ? 

Mr.  Ingerson.  I  don't  think  so.  I  think  they  are  able  to  sell  the 
bonds.  I  know  we  are  making  considerable  loans,  and  the  people 
look  to  that  as  one  of  the  means  of  their  salvation  out  there  because, 
as  I  described  yesterday,  the  interest-bearing  obligations  would 
practically  take  our  wheat  crop  away  from  us.  We  would  practi- 
cally have  to  live  upon  other  side  lines  that  we  produce  upon  the 
farm  in  order  to  just  stay  where  we  are. 

The  Chairman.  I  want  to  ask  you  something  else,  Mr.  Ingerson. 
I  understand  diversified  farming  is  being  advocated,  particularly 
in  North  Dakota.     You  have  been  raising  wheat  there? 

Mr.  Ingerson.  That  is  our  principal  crop. 

The  Chairman.  There  is.  I  think,  some  bill  pending  before  this 
committee  to  authorize  the  loaning  of  Federal  funds  under  certain 
conditions  to  enable  the  farmers  to  diversify  their  crops.  Is  there 
any  movement  up  there  looking  to  diversification  ? 

Mr.  Ingerson.  There  has  been  the  general  trend  towards  diversifi- 
cation ever  since  I  have  been  there.     There  were  some  started  out 
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under  that  proposition,  and  I  think  it  has  been  gaining  in  my 
county,  at  least. 

The  Chairman.  What  has  been  the  effect?  Has  it  improved  con- 
ditions where  they  have  diversified  ?  Is  your  countrv  such  that  you 
can  diversify? 

Mr.  Ingerson".  Oh,  yes. 

The  Chairman.  You  don't  have  to  just  raise  wheat? 

Mr.  Ingerson.  No,  we  don't.  In  my  county  we  have  never  just 
raised  wheat.  We  have  always  had  some  livestock.  That  is,  the 
maiority  of  the  farmers  have.  I  saw  something  in  one  of  the  North 
Dakota  papers  that  some  survey  had  l>een  made  somewhere  that 
showed  that  there  was  a  large  percentage  of  the  farms  that  did  not 
have  a  milch  cow  or  a  chicken.  Out  in  my  neighborhood  I  don't 
know  of  a  single  farmer  in  my  portion  of  the  State — and  I  travel 
around  a  good  deal  over  the  western  part  of  the  State — and  I  have 
racked  my  brain  to  try  to  try  to  think  of  one  and  don't  know  of  a 
single  farmer  who  does  not  have  some  milch  cows  and  chickens. 
That  may  be  true  in  a  few  cases,  but  there  is  no  appreciable  percent- 
age of  farmers  of  that  kind.  In  fact,  they  raise  sufficient  for  their 
own  needs  of  all  products  of  that  kind,  and  sell  some  meat  animals. 

The  Chairman.  Do  they  raise  hogs? 

Mr.  Ingerson.  Oh  yes. 

The  Chairman.  And  sell  a  good  many  hogs? 

Mr.  Ingerson.  Yes ;  there  are  a  good  many  hogs  sold.  It  is  not 
a  large  interest,  like  it  is  in  other  places. 

The  Chairman.  You  are  not  a  corn-producing  section? 

Mr.  Ingerson.  Well,  we  produce  a  certain  amount  of  com.  Not  a 
big  crop.    We  raise  alfalfa  and  sweet  clover. 

The  Chairman.  Is  alfalfa  a  success  in  your  State? 

Mr.  Ingerson.  It  is  not  much  of  a  success  in  my  part  of  the  State. 

Senator  Norbeck.  What  part  of  North  Dakota? 

Mr.  Ingerson.  The  northwestern  section. 

Senator  Gooding.  Your  sweet  clover.    Is  that  good  dairy  pasture? 

Mr.  Ingerson.  Good  pasture. 

Senator  Gooding.  What  kind  of  hav  does  it  make  ? 

Mr.  Ingerson.  It  makes  good  hay  if  it  is  properly  made. 

Senator  Gooding.  It  is  wonderful  pasture  in  my  countiy,  and  I 
was  wondering  how  it  grew  in  your  country.  It  is  a  great  fertilizer, 
too. 

Mr.  Ingerson.  Oh,  ves. 

Senator  Gooding.  It  you  grow  sweet  clover  you  don't  need  to 
fertilize. 

Senator  Ralston.  Mr.  Ingerson,  let  me  ask  you  a  question.  I  un- 
derstood you  to  say  that  some  of  your  farmers  do  not  have  cows 
and  do  not  raise  chickens.  Is  that  oecause  of  lack  of  funds,  or  is  it 
their  policy? 

Mr.  Ingerson.  I  think  partly  both.  I  think  it  was  partly  for  both 
reasons.  Some  I  think  would  never  consider  raising  either.  They 
are  constitutionally  opposed  to  it. 

Senator  Ralston.  Now,  you  speak  of  diversification  in  crop  rais- 
ing. To  what  extent  would  there  be  a  greater  variety  of  crops  in 
your  State  if  the  Government  should  come  to  the  relief  of  the 
farmers  ? 
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Mr.  Ingerson.  Well,  I  could  not  make  an  exact  statement.  I  could 
give  you  my  opinion  of  that  based  upon  certain  things. 

Senator  Ralston.  Well,  that  is  what  I  am  after. 

Mr.  Incjerson.  I  don't  believe  there  would  be  such  a  very  great  de- 
mand, even  if  the  Government  came  to  their  relief.  I  don't  believe 
that  a  veiy  great  number  would  take  advantage  of  it. 

Senator  Ralston.  That  is  the  reason  I  made  the  inquiry.  I  wanted 
to  find  out. 

Mr.  lN(iEK80N.  It  seems  to  me  that  way,  although  I  may  be  mis- 
taken. The  reason  I  say  that  is  that  in  North  Dakota  there  was  an 
effort  made  to  promote  diversification  through  State  law  at  one  time. 
There  was  a  bill  passed  in  the  State  legislature  that  provided  for  the 
^'ounty  helpmg  the  farmers  to  go  into  diversification,  which  made 
provisions  whereby  they  could  buy  thoroughbred  stock,  get  a  loan  of 
a  thousand  dollars  by  forming  a  stock  association  within  the  countv 
and  circulating  a  petition  among,  I  think  it  was,  50  freeholders  of 
the  county  demanding  that  the  county  issue  county  bonds  to  back  it 
withm  the  county ;  and,  so  far  as  I  know  or  have  been  told,  there  has 
never  been  any  instance  where  any  of  these  associations  were  formed, 
although  this  law  was  on  the  books  for  three  years,  I  think. 

Senator  Ralston.  I  have  been  reading  for  the  last  two  years  of  the 
efforts  of  the  Government  urging  the  farmers  to  have  greater 
diversity  of  crops.  In  Indiana  I  think  the  farmers  do  raise  a  great 
variety  of  crops,  and  I  have  just  wondered,  not  knowing  myself,  to 
what  extent,  if  the  Government  should  encourage  a  changed  policy 
on  the  part  of  farmers  in  that  respect,  they  would  avail  themselves 
of  it,  if  at  all. 

Mr.  Ingerson.  I  think  they  would  do  it  if  it  was  not  for  one  thing, 
and  that  is  that  they  are  loaded  up  with  mortgage  indebtedness 
already.  One  of  the  drawbacks  would  be,  if  it  were  taken  advantage 
of,  that  It  would  add  to  the  present  mortgage  indebtedness  of  that 
section.  \Yhether  that  would  be  used  much  or  not,  I  am  not  prepared 
to  say,  but  I  know  that  that  would  be  one  of  the  drawbacks  that 
men  that  are  head  over  heels  in  debt  would  not  see  a  chance  of  im- 
mediate relief  from  the  present  condition  through  that  course. 
But  I  believe  if  they  could  see  a  marketing  organization  established 
by  the  Government  that  would  bring  in  immediate  returns,  to  meet 
the  immediate  emergency  that  would  in  itself  give  a  great  boost 
to  divereification,  and  might  m  many  instances  put  them  in  a  position 
to  see  their  way  clear  to  assume  a  little  further  indebtedness  so  that 
they  could  ultimately  get  out.  In  our  section  of  the  State,  and  in 
my  own  instance-and  I  can  speak  from  experience^!  believe  that 
diversification  is  good.  Now,  I  don't  produce  much  milk  but  I 
produce  considerable  meat  animals,  and  I  do  that  on  account  of 
saving  labor.     I  think  that  there  is  probably  more  income  to  be 

tZ      J^?\^^^^^!}^  l'^i!5?  ""^  ^^^^>'  ^"^  ^^^^  '^  additional  ex- 
pense.    It  takes  better  buildings,  and  so  forth,  and  I  look  upon 

iiiy  divei-sification  and  stock  raising  part  of  my  business  as  a  neces- 
sary expense  in  order  to  produce  wheat.  I  can  produce  more 
wheat  by  having  hose  on  the  place,  having  a  few  cattle  clean 
up  the  wild  oats,  have  them  pasture  my  field,  put  in  this  sweet 
cloyeiN  and  raise  more  wheat  than  I  could  if  I  did  not  have  them 
But    1   have    to    charge   up    to   the    wheat    some    of   the   expense 
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of  that  operation,  imd  I  think  it  is  well  for  us  in  North  Dakota 
to  take  cognizance  of  this  one  fact.  We  can  produce  hetter 
of  wlieat  than  they  can  in  practically  any  other  State.  We  can  not 
produce  better  butter.  We  can  not  produce  better  wool.  We  can  not 
produce  better  or  cheaper  beef  than  some  other  States,  so  why  should 
we  go  into  that  to  any  very  great  extent?  I  believe  we  should  go 
into  it  to  the  extent,  as  I  say,  as  regarding  it  as  an  expense  for 
the  purpose  a  producing  that  which  we  can  produce  l)etter  than 
you  people  can. 

The  Chairman.  You  would  produce  that  just  to  the  extent  that 
you  could  coordinate  it  with  your  main  proposition? 

Mr.  Ingerson.  That  is  the  idea. 

The  Chairman.  It  should  be  on  the  same  principle  of  the  man  in 
the  packing  business  who  wanted  to  take  care  of  his  by-products  ? 

Mr.  Ingerson.  Certainly 

Senator  Gooding.  He  must  do  that  in  your  vicinity  in  North  Da- 
kota to  keep  up  the  fertility  of  the  soil  ? 

Mr.  Ingerson.  To  keep  down  the  weeds  rather  than  to  keep  up  the 
fertility  of  the  soil. 

Senator  Gooding.  Can  you  grow  wheat  without  putting  the  fer- 
tility back  in  the  soil  ? 

Mr.  Ingerson.  Yes;  we  can. 

Senator  Gooding.  How  long  can  you  do  that  ? 

Mr.  Ingerson.  I  don't  know.  We  have  done  it  for  25  years.  If 
we  can  keep  the  weeds  out  of  it  and  keep  moisture  in  it  we  can  raise 
wheat  without  fertilizer. 

Senator  Gooding.  You  get  some  fertilizer  out  of  your  dairy  cows? 

Mr.  Ingerson.  I  am  operating  a  farm  of  640  acres.  My  buildings 
are  all  together  on  one  side,  and  my  stock  is  centered  there,  and  the 
fertilizer  is  produced  there.  A  great  deal  of  this  land  is  out  of 
hauling  distance,  as  we  think,  of  the  manure  spreader.  We  do  not 
get  that  fertilizer  distributed  to  anywheres  near  all  of  this  land ;  still 
in  a  good  year,  under  otherwise  similar  conditions,  we  will  produce 
just  as  much  wheat  on  the  farthest  end  of  that  farm,  where  the  ma- 
nure spreader  has  never  been,  as  we  do  where  it  has  been  fertilized. 
This  is  a  kind  of  a  semiarid  region.  The  fertility  of  our  soil  has 
not  bee^  leached  out.  The  elements  of  fertility  are  there.  We  can 
not  release  them  fast  enough  to  make  a  good  crop  except  when  we 
get  plenty  of  moisture,  but  under  those  conditions  we  do  summer 
fallowing.  Raising  grain  helps,  because  it  carries  over  moisture 
from  one  season  to  another,  or  for  some  other  reason  the  fertility  is 
released,  but  there  seems  to  be  almost  an  inexhaustible  supply  of  it. 
But  I  know  that  it  is  not  inexhaustible,  and  the  time  will  come  when 
that  part  of  it  will  become  a  greater  factor  than  it  is  to-day  in  our 

instance. 

Senator  Capper.  Have  you  any  criticism  or  objection  to  the  pend- 
ing bill  which  seeks  to  promote  diversification? 

Mr.  Ingerson.  I  am  not  particularly  urging  it.  I  would  not  want 
to  say  that  I  wish  to  oppose  it,  because  there  may  be  a  greater  demand 
for  it  than  I  know  of.  I  have  not  a  very  clear  idea  about  it.  I  am 
just  giving  you  my  opinion  and  the  result  of  some  legislation.  Now 
that  legislation  that  was  on  the  books  in  North  Dakota  involved  more 
red  tape  than  this  does,  and  I  think  this  will  be  more  populai-  than 
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that  was  on  that  account.  It  involved  the  forming  of  a  local  asso- 
ciation, and  that  is  something  that  would  make  the  farmers  a  little 
harder  to  get  started  in.  But  the  Federal  land  bank  does  the  same 
thing,  and  they  got  into  that,  and  it  involved  putting  it  up  to  their 
own  county  officers,  and  lots  of  times  they  would  be  talked  out  of 
it,  on  account  of  local  conditions,  not  wishing  to  bond  the  county  for 
more  money,  and  all  of  those  things.  But  it  was  not  taken  up  there. 
And  then  the  other  proposition.  I  believe  this  bill  certainly  could 
not  be  considered  as  a  substitute  for  a  marketing  bill,  and  if  this 
bill  should  go  through  I  believe  that  the  other  one  would  be  received 
and  used  a  great  deal  more  than  if  it  did  not  go  through.  That  is, 
if  a  bill  such  as  the  Norris- Sinclair  can  be  made  into  law,  and  then 
effectively  administered  as  the  Federal  land  bank  system  has  been, 
so  that  we  can  actually  get  benefit  from  it,  it  will  be  a  long  step 
in  the  direction  of  solving  our  problems  in  marketing  our  grains 
and  other  products,  and  that  is  another  thing  I  like  about  the  Nor- 
ris-Sinclair  bill,  that  it  does  not  confime  its  operations  to  one  a^- 
cultural  crop,  and  that  it  does  not  necessarily  mean  a  price  fixing 
bill,  although  I  think  that  a  price  fixing  feature  would  necessarily 
have  to  be  coupled  with  it  in  its  administration. 

I  don't  know  that  I  can  say  any  more.  There  are  a  great  many 
other  witnesses,  and  so  I  thank  you  very  much  for  your  attention. 

STATEMENT  OF  MR.  J.  P.  ETTSSELL. 

The  Chairman.  Now,  Mr.  Russell,  will  you  give  your  name  an<^. 
residence? 

Mr.  Russell.  J.  P.  Russell;  Blue,  Okla.  Mr.  Chainnan  and  gen- 
tlemen of  the  committee,  in  testifying  before  you  I  would  like,  if 
1  might  be  permitted,  to  just  merely  go  ahead  and  state  some  of  the 
conditions  that  exist  in  our  country,  and  why  I  think  they  exist 

there. 

We  are  in  a  very  deplorable  condition  in  Oklahoma,  and  especially 
in  southeastern  Oklahoma  where  I  live.  A  great  many  of  our 
farmers  are  at  the  present  time  holding  sales.  I  see  advertisements 
throughout  the  country  that  such  and  such  a  man  is  selling  out  for 
the  purpose  of  leaving  the  farm  that  he  might  go  and  enter  public 
work  of  some  kind,  such  as  in  the  oil  fields  or  in  the  coal  mines,  for 
the  reason  that  he  has  failed  to  support  his  family  by  producing 
farm  products.  We  have  been  trying  for  some  time  to  get  th<* 
farmers  organized  in  that  country  in  order  that  we  might  better 
the  conditions,  but  we  have  been  greatly  handicapped  by  a  number 
of  things.  We  are  now  organizing  in  an  organization  known  as 
the  Farm  Labor  Union  of  America,  of  which  I  am  the  State  presi- 
dent of  the  Oklahoma  station.  So  far  we  have  made  great  progi*ess 
with  our  organization,  considering  the  time  we  have  been  organized, 
but  up  until  the  present  time  we  have  not  been  able  to  accomplish 
a  great  deal  through  the  marketing  of  farm  products  in  Oklahoma 
for  this  reason:  We  have  been  handicapped  out  there.  The  first 
thing  that  I  wish  to  mention  that  we  have  been  handicapped  on  is 
cottonseed.  The  cottonseed  is  a  great  item  in  the  cotton  country, 
and,  of  course,  southeastern  Oklahoma  is  a  cotton  country.  Wo 
have  down  there  the  cotton-oil  mills  that  have  be^n  handling  and 
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controlling  the  cottonseed  of  that  country  now  for  a  number  of 
years,  or  at  least  since  they  have  realized  the  value  of  cottonseed, 
and  the  cotton-oil  mills  have  been  successful  enough  to  capture  the 
most  of  the  cotton  gins  of  our  country,  and  by  owning  the  numbei* 
of  cotton  gins  that  they  do  they  have  been  able  to  control  the  cotton- 
seed situation  of  that  part  of  the  country. 

The  main  feature  that  I  want  to  get  before  you  is  with  regard  to 
our  cooperative  movement  that  we  have  started  down  there  for  the 
purpose  of  trying  to  handle  our  cottonseed  and  being  handicapped 
by  the  oil  mills  over  at  Caddoa,  Okla.,  in  the  northern  part  of 
Bryan  County,  the  county  in  which  I  live.  The  farmers  went  over 
there  and  bought  a  cotton  gin,  thinking  that  they  could  by  handling 
the  cottonseed,  by  owning  their  own  cotton  gin,  save  the  cotton  farm- 
ers something,  and  we  went  over  there  and  bought  a  cotton  gin.  Of 
course  we  were  patronizing  this  cotton  gin,  and  it  was  getting  most 
of  the  cotton  of  that  vicinity.  We  began  then  to  search  for  a  mar- 
ket. We  had  our  own  storehouses  for  our  cottonseed,  and  we  could 
store  the  cottonseed,  and  began  to  hunt  for  a  market  in  which  we 
might  get  a  better  price  for  our  cottonseed.  We  found  a  market  at 
Fort  Smith,  Ark.,  with  an  independent  seed  company,  and  we  found 
a*  iiiarket  at  other  places,  and  when  they  were  only  paying  us  $20  a 
ton  for  cottonseed  we  were  able  to  secure  a  price  of  $25  f.  o.  b.  the 
station  at  Caddoa.  Just  as  soon  as  we  found  this  market  the  cotton- 
oil  people  bought  the  cottonseed  at  $26  a  ton,  when  they  had  been 
paying  $20,  and  they  just  continued  to  raise  the  price  of  cottonseed 
m  Caddoa.  Every  time  we  got  a  raise  somewhere  else  they  would 
go  just  a  little  above  us,  in  order  to  try  to  induce  the  farmers  to 
sell  to  them  instead  of  selling  through  their  own  cooperative  mar- 
keting organization. 

In  the  same  county,  down  at  Bennington,  something  like  25  or  30 
miles  from  there,  at  the  time  they  kept  increasing  the  price  of  cot- 
tonseed at  Caddoa  until  they  had  reached  $46  a  ton — that  is  what 
they  were  paying  for  it — down  at  Bennington,  in  the  eastern  part 
of  the  county,  where  we  did  not  have  any  cotton  gin  and  did  not 
have  any  place  to  store  our  cotton,  they  were  lacking  $12  or  $15  a 
ton  of  paying  as  much  for  cottonseed  as  they  were  at  Caddoa. 

This  occurred  in  the  year  1922.  In  1923,  the  firet  of  the  year, 
when  the  last  State  legislature  met  at  Oklahoma  City,  we  decided 
to  see  if  we  could  not  get  a  bill  drafted  and  introduced  and  passed 
by  the  legislature  of  our  State  providing  for  an  undue  discrimina- 
tion law  which  would  prohibit  those  people  from  discriminating  in 
the  price  of  farm  products,  and  the  bill  provided  that  before  a  man 
could  deal  in  farm  products  in  the  State  of  Oklahoma  he  must  go 
to  the  State  Department  of  Agriculture  and  secure  a  license  at  a 
cost  of  $1,  and  any  time  that  he  was  caught  discriminating  in  the 
price  of  farm  products,  freight  rates  being  considered,  his  license 
could  be  revoked  and  his  store  closed  and  he  be  absolutely  put  out 
of  the  business.  But  the  oil  companies  j^nd  the  other  interests  that 
were  dealing  in  farm  products  of  that  country  seemed  to  have  too 
much  of  a  hold  on  our  legislature,  consequently  we  failed  tp  get  it 
passed  in  the  form  in  which  it  was  introduced,  but  we  did  get  an 
antidiscrimination  bill  passed,  but  as  it  was  passed  we  had  to  deal 
with  them  as  individuals.     We  have  to  go  and  deal  with  the  cor- 
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poration  as  individuals  under  the  antidiscrimination  law  that  we 
have  in  Oklahoma.  For  instance,  I  sell  the  cottonseed  out  of  the 
bale  of  cotton,  which  amounts  to  about  1,000  pounds,  and  they  dis- 
criminate in  the  price  of  that  cottonseed  from  one  place  to  another, 
and  I  only  have  six  or  seven  dollars  rebate  for  that  half  a  ton  of 
cottonseed,  I  can  not  afford  to  go  into  the  court  and  fight  the  cotton- 
oil  company  for  that  amount.  There  is  no  way  to  do  this  except 
through  a  cooperative  way,  and  they  have  been  successful  up  to  the 
present  time  in  keeping  our  men  away  from  the  cooperative  move- 
ment to  a  great  extent,  for  the  reason  that  when  we  get  sufficiently 
started  in  a  locality  for  the  purpose  of  trying  to  cooperate  amongst 
ourselves  with  our  products,  they  come  in  just  like  they  did  at 
Caddoa,  and  they  even  offer  more  money.  Of  course,  when  we 
in  time  get  the  farmers  educated  and  show  them  that  it  is  the 
cooperative  movement  that  causes  them  to  get  this  price  there  is 
not  any  reason  why  we  can  not  better  handle  the  situation,  but  we 
have  been  so  hard  hit  in  southern  Oklahoma  that  two  or  three  dol- 
lars a  ton  on  cottonseed  looks  mighty  good  to  some  of  our  fanners, 
and  consequently  they  have  almost  got  to  have  it  to  live. 

Now,  that  is  the  situation  that  we  have  to  deal  with,  with  some  of 
the  cooperatives  that  we  have  in  that  country. 

Senator  Ralston.  May  I  ask  you  right  in  that  connection  now,  if 
it  does  not  bother  you 

Mr.  EussELL.  No,  sir;  go  right  ahead. 

Senator  Ralston.  Speaking  of  this  antidiscrimination  law,  did 
you  have  a  criminal  provision  attached  to  that  measure  ? 

Mr.  Russell.  Nothing  only  that  it  would  just  prohibit  him  from 
operating  any  further. 

Senator  Ralston.  Did  you  attempt  to  have  a  criminal  feature  at- 
tached to  it  ? 

Mr.  Russell.  I  don't  think  it  was  mentioned  in  the  bill. 

Senator  Ralston.  Did  you  have  a  constitutional  question  raised 
to  that  sort  of  a  provision  ? 

Mr.  Russell.  About  a  criminal  provision? 

Senator  Ralston.  Yes. 

Mr.  Russell.  No,  sir.     I  don't  think  so.     I  have  not  heard  of  it. 

Senator  Ralston.  That  would  save  the  farmer  the  responsibility 
of  having  to  incur  the  expense. 

Senator  Gooding.  The  same  method  applies  all  over  the  country. 
We  had  the  same  thing  in  our  State,  although  we  did  succeed  in 
passing  a  law  that  stopped  discrimination  to  some  extent.  We  have,^ 
of  course,  got  one  now.  This  same  thing  has  been  going  on  for  years. 
That  is  their  method  of  breaking  down  cooperation. 

The  Chairman.  Yes;  that  is  the  whole  method. 

Senator  Gooding.  And  it  has  been  very  effective,  there  is  no  ques- 
tion about  that. 

The  Chairman.  And  one  of  the  objects  that  the  Congress  had  in 
view  when  it  passed  the  law  that  created  the  Federal  Trade  Com- 
mission was  to  meet  that  proposition.  Did  you  ever  take  that  up 
with  the  Federal  Trade  Commission? 

Mr.  Russell.  No,  we  have  not. 

The  Chairman.  I  presume  that  was  because  it  was  not  interstate 
commerce. 
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Mr.  Russell.  And  we  have  l)een  struck  a  very  hard  blow  in  our 
livestock  situation.  Of  course,  that  exists,  I  guess,  throughout  the 
country  in  regard  to  livestock.  I  luive  always  tried  to  carry  side 
lines  in  connection  with  my  farming  to  a  certain  extent,  and  try  to 
make  my  living  outside  of  the  farm  products  that  I  produce  upon 
the  farm.  I  have  always  handled  a  few  cattle — not  a  large  herd 
but  yet  a  few — and  during  the  war,  when  everything  was  good  and 
I  was  making  some  money,  I  took  advantage  of  the  money  that  I 
was  making  at  that  time  and  looked  over  the  country  and  bought 
myself  a  few  of  the  best  cows  that  I  could  find  in  the  country, 
thinking  that  the  time  would  come  when  I  could  accumulate  a  bunch 
of  cattle  sufficiently  large  that  the  increase  would  possibly  make 
me  a  living.  Well,  I  went  on,  and  in  1921,  along  in  the  fore  part  of 
the  year,  grass  was  getting  scarce,  and  it  was  impossible  for  me  to 
keep  my  cattle  any  longer.  So  cattle  that  I  had  paid  not  less  than 
$75  apiece  for,  and  as  high  as  $125  for  some  of  them,  1  was  forced 
to  put  on  the  market  at  anywhere  from  $25  to  $27.50  each.  Now,  I 
kept  some  of  those  cattle. 

Senator  (tooding.  What  grade  of  cattle  were  those  ? 

Mr.  Russell.  Some  of  them  were  Jersev  cows  and  some  of  them 

« 

were  Red  Durhams. 

Senator  Gooding.  That  is  the  danger  in  the  semiarid  country, 
countries  that  have  drought,  in  the  dairy  business,  very  largely,  that 
vou  mav  lose  in  times  of  drought. 

Mr.  Russell.  We  are  always  fortunate  enough  in  our  part  of  the 
coimtry  to  grow  feed  almost  every  year  for  cattle. 

I  kept  two  or  three  of  those  cows,  and  I  have  two  of  them  yet 
that  I  kept  for  my  milk  purposes,  and  just  the  other  day  1  asked  a 
man  who  was  dealing  in  cattle,  passing  up  and  down  the  highway 
in  front  of  my  house  every  few  days,  to  go  by  and  look  at  one  of 
those  cows ;  that  I  thought  it  was  not  necessary  for  me  to  winter  but 
one  cow  when  I  didn't  need  but  one.  I  asked  him  to  go  by  there  and 
look  at  that  cow  and  see  what  he  could  pay  me  for  her.  He  said, 
"  Well,  I  would  be  willing  to  go  and  look  at  your  cow  at  $10." 
He  says,  "  If  you  want  more  than  $10,  there  is  not  any  reason  for  me 
to  go  out  there  and  look  at  the  cow." 

Previous  to  this,  two  or  three  years,  this  same  man  had  offered  me 
a  number  of  times  $125  for  the  same  cow. 

Those  are  (mlv  a  few  instances  of  the  conditions  that  exist  in  the 
livestock  business  down  there. 

Senator  Keyes.  May  I  ask  you  was  the  cow  as  good  as  she  was 
three  years  before  ? 

Mr.  Russell.  With  the  exception  of  just  3  or  4  years  age. 

The  Chairman.  That  is  startling — $10  for  a  cow.  Why  was  it 
that  it  was  so  low  ? 

Mr.  Russell.  I  was  just  about  to  make  this  statement  in  regard 
to  the  general  run  as  to  how  the  cow  sells.  Here  just  a  few  days  ago 
I  was  driving  over  to  Durant  in  a  car,  and  the  fellow  in  the  car — 
Russell  is  the  county  seat  of  my  county — and  we  passed  a  herd  of 
Durhams  along  the  road,  something  like  100  to  125  head  of  average 
cattle  throughout  the  country. 

Senator  Gooding.  You  mean  the  average  dairy  cow? 
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Mr.  Russell.  No  ;  we  just  have  cows.  I  made  the  remark  that  there 
were  something  like  a  hundred  head  of  cattle  there,  and  I  presumed 
that  they  were  worth  a  hundred  dollars.  "  No,"  he  says ;  "  they  are 
worth  more  than  that,  for  there  are  12  head  in  that  bunch  that  I  sold 
just  the  other  dav  for  $80.  and  I  know  there  are  $80  there,  for  I  sold 
him  12  head  for  $80."  Thev  were  average  cattle  for  the  country,  be- 
cause there  is  not  anything  that  I  think  I  know  better  than  I  know  a 
bunch  of  cattle  when  I  look  at  them,  because  I  have  dealt  in  cattle  off 
and  on  all  my  life,  and  I  know  that  that  was  an  average  bunch  of 
cattle  and  12*  in  that  bunch  sold  for  $80. 

It  is  not  onlv  that,  but  everything  in  proportion. 

Now,  in  our' country  they  got  to  raising  turkeys  to  a  great  extent; 
that  is,  each  farmer  raising  on  a  small  scale.  Once  in  a  while  you 
can  see  a  farmer  in  that  part  of  the  country  that  will  have  a  flock 
of  something  like  500  turkeys,  and  of  c<^)urse  most  of  those  got  on  the 
market.  This  last  yeav  our  turkey  market  went  down  to  an  average 
of  about  10  to  14  cents  a  pound  in  our  part  of  the  country.  I  under- 
stand at  other  places,  when  these  turkeys  were  prepared  to  ship  to  the 
market,  thev  sold  as  high  as  a  dollar  a  pound  in  a  number  of  places; 
but,  then,  we  got  from  10  to  14  cents  a  pound  for  them  down  there. 

The  reason  the  farm  products  go  on  the  market  at  the  prices  at 
which  they  do  go  is  that  the  farmers  are  in  such  condition  that  it  is 
impossible  to  hold  their  stuff  off  the  market,  and  unless  we  can  get 
some  kind  of  provision  made  or  get  some  kind  of  a  law  passed  some- 
thing similar  to  the  Ncrris-Sinclair  bill,  or  other  laws  that  will  abso- 
lutely help  the  farmer  to  better  market  his  farm  products,the  farmers 
of  the  South  are  absolutely  going  to  have  to  just  close  their  doors  and 
quit  the  farms,  because  we  can  not  go  on  any  longer  under  the  condi- 
tions which  we  have  been  going  under.  It  is  going  to  be  a  matter  of 
impossibility  for  us  to  do  it. 

Every  farmer  in  my  part  of  the  covmtry  that  can  get  a  job  at 
public  work  is  selling  his  stuff*  regardless  of  what  he  gets  for  it, 
and  leaving  the  farm  and  going  to  work  on  public  work,  for  the 
reason  that  he  has  been  unable  to  support  his  family  by  producing 

farm  products. 

Of  course,  our  small  banker  down  there  has  done  a  great  deal  for 
the  farmer.  Of  coui*se,  they  realize  the.  fact  that  when  the  farmer 
goes  off  the  farm  they  are  out  of  business  as  well  as  any  other 
business  institution  there  is  down  there,  and  they  have  absolutely 
gone  further  with  the  farmers  than  I  expect  they  should  have  gone 
for  their  own  benefit.  Of  course  our  chattels  have  depreciated  in 
value  and  have  gone  down  now  until  there  are  just  hundreds  and 
hundreds  of  farmers  in  that  country  that  owe  the  bank  more  than 
you  could  absolutely  sell  eveiything  that  they  had  and  pay  it.  It 
would  not  pay  it  at  all.  Yet  at  the  same  time  the  bankers  realize 
that  this  agricultural  work  has  got  to  go  on,  and  they  have  been 
willing  to  pay  a  small  amount  of  money  to  those  farmers  each  year 
to  go  on  and  try  to  produce  more  farm  products,  because  we  live 
in  an  agricultural  country.  This  southeastern  Oklahoma  is  all  agri- 
cultural country,  and  whenever  you  stop  the  farmers  of  that  country 
you  stop  the  whole  thing. 

Those  are  merely  some  of  the  conditions,  and  the  organization 
which  I  represent  asked  me  to  come  to  Washington  to  try  to  insist 
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that  we  get  the  Norris-Sinclair  bill  or  some  similar  legislation  passed 
that  will  help  the  farmers  to  better  conditions  throughout  southern 

Oklahoma. 

I  believe  that  is  about  all  that  I  have  to  say  in  regard  to  the  matter. 

STATEMENT    OF    JOHN    N.    HAGAN,    SUPERVISOR    OF    GRADES, 
WEIGHTS,  AND  MEASURES  OF  THE  STATE  OF  NORTH  DAKOTA. 

The  Chairman.  State  your  name,  residence,  and  business,  Mr. 

Hagan.  i  ^       •  i         tt  i 

Mr.  Hagan.  My  name  is  John  N.  Hagan,  and  I  reside  at  Bismarck. 
N.  Dak.  At  the  present  time  I  am  supervisor  of  grades,  weights, 
and  measures  for  the  State. 

The  Chairman.  How  long  have  you  been  such  supervisor? 

Mr.  Hagan.  Since  December,  1922;  a  little  over  a  year.  I  have 
been  a  resident  of  North  Dakota  for  23  years,  and  was  operating  a 
farm  of  960  acres  at  the  time  I  took  office. 

The  Chairman.  Where  located? 

Mr.  Hagan.  In  McHenry  County,  in  the  northern  section,  up  in 

the  northwest. 

The  Chairman.  Were  wou  operating  a  farm  when  you  took  this 

office  that  you  now  hold  ?  ,      ^         ^      nr. 

Mr.  Hagan.  Yes,  sir.  I  have  owned  and  operated  a  farm  for  22 
out  of  the  23  years  that  I  have  been  in  the  State.  I  home- 
steaded  and  lived  on  the  farm  and  operated  it  for  14  years.  Tliere 
were  five  years  that  I  was  commissioner  of  agriculture  and  labor,  an 
elective  office,  and  my  work  took  me  to  all  parts  of  the  State.  That 
work  took  me  in  every  county  of  the  State  a  number  of  times  while 
I  was  there  in  that  department ;  I  had  an  opportunity  to  study  the 
agricultural  conditions  and  the  condition  of  the  farmers  in  all  parts 

of  the  State. 

The  Chairman.  When  did  you  quit  that  office  ? 

Mr.  Hagan.  In  1921.  ^  . 

The  Chairman.  Now,  does  your  present  office  take  you  over  the 

State  to  any  extent? 

Mr.  Hagan.  Yes,  sir.  It  takes  me  over  the  State  to  a  considerable 
extent.  I  have  supervision  of  all  the  elevators  located  all  over  the 
State  with  the  exception  of  the  State-owned  elevator.  In  1922  there 
was  a  law  passed  in  our  State  known  as  the  initiated  gram  grading 

act. 

The  Chairman.  And  you  are  administering  that  law  i 

Mr.  Hagan.  I  am  ti-ying  to  administer  that  law;  yes,  sir.  The 
day  that  the  canvassing  board  declared  the  law  passed  an  injunction 
was  placed  on  the  law,  thereby  preventing  the  carrying  out  of  any 
of  its  provisions. 

The  Chairman.  By  whom? 

Mr.  Hagan.  It  was  put  on  by  elevator  concerns,  something  lik»* 
being  connected  with  that  injunction,  of  which  96  per  cent  were  line 
elevators  operating  from  Minneapolis  and  Duluth,  and  the  others 
were  independent  and  farmers'  elevators.  * 

The   Chairman.  That   injunction   prohibited   them   from   doing 

what?  ^    ^    , 

Mr.  Hagan.  From  operating  under  any  part  of  the  law. 
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The  Chairman.  This  initiative  law  ?  ^ .,     •  ,u- 

Mr  Hagan.  Yes,  sir.  A  little  later  the  form  of  the  injunction  was 
modified  so  that  the  supervisor  of  graces,  weights,  and  measures 
could  supervise  the  proper  bonding  of  all  public  warehouses  to  pro- 
tect the  holders  of  storage  tickets  and  require  the  compliance  of  all 
other  laws  in  the  State  relating  to  public  warehouse^ 

The  Chairman.  What  became  of  that  injunction  hnally  i 

Mr  Hagan.  It  was  argued  before  three  district  judges  m  Jb  argo, 
January  5,  1923,  and  they  refused  to  take  jurisdiction,  and  then  an 
appeal  was  taken  and  that  injunction  stands  until  it  can  be  passed 
upon  by  the  Supreme  Court  of  the  United  States.  They  thought 
it  was  unwise  for  them  to  take  jurisdiction,  and  so  they  appealed 
to  the  United  States  Supreme  Court  direct. 

The  Chairman.  It  did  not  go  to  the  court  of  appeals? 

Mr.  Hagan.  No.  It  did  not  go  to  the  court  of  appeals,  and  it 
was  argued  before  the  United  States  Supreme  Court  on  May  4, 1922, 
and  as  yet  we  have  no  decision  in  that  case. 

The  Chairman.  How  are  you  administering  the  law? 

Mr.  Hagan.  Just  looking  after  the  bonding  under  the  moditied 

court  order.  ,  ,      ,,     i        xi.  i.  xi.-     • 

The  Chairman.  What  would  you  do  under  the  law  that  this  in- 
junction still  prohibits  you  from  doing?  .  .  -xu  -^ 
Mr  Hagan  Well,  there  are  a  number  of  duties  connected  with  it. 
Among  them  is  the  duty  to  look  after  the  weights,  inspection  of 
scales,  and  at  the  present  time  there  is  no  one  authorized  by  law,  be- 
cause of  this  injunction,  to  look  after  the  weighing  at  the  elevators, 
or  to  check  them  up  on  the  testing  or  in  the  proper  grading  of  gram. 
This  law  permits  rules  and  regulations  to  be  established  by  the 
supervisor,  and  also  authorizes  him  to  establish  grading;  that  is,  to 
establish  grades  upon  all  grains  that  the  United  States  Department 
of  Agriculture,  under  the  United  States  grain  standards  act,  has 
not  already  established,  but  where  they  have  established  it,  I  would 
not  be  permitted,  under  this  law,  to  change  that.  But  m  such  grains 
as  they  have  not  established  grades,  we  could  establish  grades. 

The  Chairman.  You  are  prevented  by  injunction  from  doing  that 
even  ? 

Mr.  Hagan.  Yes,  sir.  ^i.-  ^  i.v>  4^ 

The  Chairman.  You  can  not  inspect  scales  or  anything  of  that 

kind  ? 

Mr.  Hagan.  No,  sir. 

The  Chairman.  ^Hiat  other  duties  were  you  to  perform  under 
that  law,  besides  those  mentioned,  that  the  injunction  prohibits  you 
from  performing?  _ 

Mr.  Hagan.  One  was  the  supervising  of  the  proper  grading  of 
grain  and  the  proper  dockage  of  the  grain.  This  law  requires  that 
the  elevators  shall  pay  for  valuable  dockage  or  return  it  to  the  owner, 
the  man  who  produces  it.  At  the  present  time  the  elevators  of  our 
State  are  not  required  to  return  any  of  the  dockage,  no  matter  how 

valuable  it  may  be.  .         ,.  •  i.    ^    ^  u 

The  Chairman.  You  are  not  permitted  to  interfere  with  that  be- 
cause of  this  injunction?  ,     xt  •.  j  o..  ^ 

Mr.  Hagan.  Because  of  this  injunction.  Under  the  United  btates 
;grain  standards  act  this  power  is  given  to  the  Secretary  of  Agricul- 


124 


PURCHASE   AND  SALE   OF   FARM   PRODUCTS. 


lure,  but  the  Secretary  of  Agriculture  does  not  have  supervision  of 

country  elevatoi-s,  and  therefore  it  really  does  not  apply  out  there. 

The  Chairman.  At  the  present  time  they  render  no  account  of 

this  dockage? 

Mr.  Hagan.  No,  sir;  none  whatever.  ,      j  ^ 

The  Chairman.  Wliat  about  a  bond  ?  Did  they  give  a  bond  for 
damages  at  the  time  they  got  this  injunction? 

Mr.  Hagan.  I  don't  know  what  kind  of  a  bond  they  put  up. 

Hie  Chairman.  You  ai-e  not  a  lawyer? 

Mr.  Hagan.  No,  sir;  I  am  not. 

The  Chairman.  You  do  not  know  whether  they  have  a  bond  by 
which  they  will  be  required  to  pay  to  all  the  individual  farmers 
anything  they  might  be  liable  for  (m  this  dockage  account  if  the 
injunction  is  finally  dissolved? 

Mr.  Hagan.  I  don't  think  that  they  would  be  required. 

The  Chairman.  Is  there  anything  else  that  that  injunction  pro- 
hibits you  from  doing  that  you  could  otherwise  do  under  that  law? 

Mr.  Hagan.  Another  feature,  and  one  of  the  features  that  was 
contested  in  the  courts,  or  argued  in  the  courts— I  might  explain 
that  if  I  go  back  a  little  further.  In  1919  we  passed  a  grain  grad- 
ing act  in  the  State  legislature  of  North  Dakota  and  there  was 
an  official  put  in  charge  of  that,  and  that  law  permitted  the  fixing 
of  a  margin  of  profit  that  elevators  would  be  permitted  to  charge, 
and  the  man  in  charge  fixed  or  established  a  margin.  Of  course, 
that  was  contested  in  the  courts.  They  were  also  required  under 
that  law  to  pay  for  the  dockage,  and  that  was  another  thing  that 
was  contested  in  the  argument.  It  was  practically  the  same  people 
that  contested  the  1919  law  that  contested  this  one.  That  was  argued 
before  the  Federal  district  court  judge,  and  the  case  was  won. 

The  Chairman.  Who  won  the  case  ? 

Mr.  Hagan.  The  State  won.  And  then  it  went  to  the  court  of 
appeals  in  St.  Louis,  and  they  lost  the  case.  It  was  reversed.  It  was 
appealed  to  the  United  States  Supreme  Court,  and  the  United  States 
Supreme  Court  declared  the  law  unconstitutional  by,  I  believe,  a 
5  to  4  decision,  and  this  case  is  now  l)efoi-e  the  United  States 
Supreme  Court  practically  by  the  same  people.  It  is  claimed  by 
those  who  had  charge  of  it,  and  by  actual  computation,  that  there 
were  several  million  dollars  that  were  returned  to  the  farmers  in 
dockage.  At  the  same  time,  there  is  not  anyone  that  says  anything 
about  the  margin  at  all,  and  the  sky  is  the  limit,  if  they  can  get  by 

with  it. 

The  Chairman.  If  the  chamber  of  commerce  don  t  get  you,  the 

Federal  injunction  does? 

Mr.  Hagan.  Yes. 

The  Chairman.  Between  the  two  you  have  a  pretty  hot  time? 

Mr.  Hagan.  Yes,  sir.  That  very  well  expresses  it,  and  our  farm- 
ers think  so. 

The  Chairman.  And  so  do  I. 

Mr.  Hagan.  And  we  are  getting  rather  impatient  over  this, 
because  a  great  many  of  our  people  believe  that  whether  those  who 
contested  this  law  expected  to  win  or  not,  they  did  feel  as  though 
they  could  get  by  another  crop,  and  that  they  have  gotten  by  another 
crojp.    The  Supreme  Court,  of  course,  we  hope  will  decide  the  case 
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before  they  get  by  another  crop.    We  don't  know,  of  course,  when 

that  will  be.  ,  j  i.  x        4.i,« 

Senator  Keyes.  When  did  you  say  that  was  argued  before  the 

Supreme  Court?  ,  ,    -        ^i      o 

Mr.  Hagan.  Mav  4,  1923,  that  was  argued  before  the  bupreine 
Court  Our  State*^is  essentiallv  a  grain-raising  State.  It  is  prob- 
ablv  as  purely  agricultural  as  any  State  in  the  Union,  I  expect,  or 
verV  nearlv  si),  anyway.  I  have  a  compilation  here  taken  from  the 
re])ort  of  the  carriers  operating  in  North  Dakota— that  is,  all  the 
railwav  companies— showing  the  freight  originated  in  the  State.  I 
have  this  compiled  for  both  1921  and  1922.  They  have  not  yet 
made  their  report  for  1923,  so  I  do  not  have  that.  ,    ,,    .  ^ 

In  1921  of  all  the  freight  originating  m  the  State,  both  intra- 
state and  interstate  commerce,  72.17  per  cent  was  agriculture  Of 
that  amount  51.34  was  wlieat,  showing  that  more  than  half  the 
freight  originating  in  North  Dakota  in  1921  was  wheat,  and  of 
other  grains  7.46  per  cent,  showing  that  it  was  nearly  60  per  cent 
of  all  the  freight  originating  in  the  State,  including  nimes,  agri- 
culture, and  manufacture.  In  mining  products  I  think  it  was 
about  18.23  per  cent,  and  of  course  there  were  some  small  less-than- 
carload  lots  that  I  had  to  figure  in. 

In  19->2  I  made  the  same  kind  of  analysis  from  the  report  giv^n 
to  the  board  of  railroad  commissioners  by  the  carriers  operating  m 
North  Dakota.  Of  all  the  freight  originating  within  the  StMe  for 
that  vear,  72.14  per  cent  was  agricultural  products,  and  wheat  in 
that  year,  1922,  comprised  47.36  per  cent,  other  grains  13.74  per 
cent,  making  a  total  of  61.1  per  cent  of  all  the  freight  originating 

in  the  State.  ,    .       .       , 

I  am  giving  you  these  figures  for  the  pui^^ose  of  showing  to  you 
that  the  small  grains  produced  in  our  State  represent  an  important 
industry  within  the  State,  and  probably  we  will  always  remain  a 
small  grain-producing  section,  because  of  the  quality  of  the  soil  and 
conditions  of  the  country  being  adapted  to  the  raising  ot  small 

The  farmei^  of  our  State  are  getting  in  quite  a  deplorable  condi- 
tion When  I  say  that  I  don't  mean  that  they  are  very  much  worse 
off  than  they  are  in  some  of  the  other  States.  It  happened  to  be  my 
good  fortune  to  be  a  witness  before  the  Interstate  Commerce  Com- 
mission some  time  ago  at  Kansas  City  on  freight  rates  on  grain  and 
hay,  and  a  number  of  the  States  were  represented,  among  them  being 
Minnesota,  North  and  South  Dakota,  Nebraska,  Iowa,  Kansas,  Okla- 
homa, and  Texas.  Witnesses  testified,  and  in  hearing  those  witnesses 
testify  I  came  to  the  conclusion  that  they  were  in  practically  the 
same  kind  of  a  condition  that  the  farmers  of  North  Dakota  are  in. 
Probably  not  quite  so  bad.  I  give  this  as  a  reason  for  it.  Many  of 
our  farmers  are  leaving  the  farms.  Many  of  the  farmers  of  other 
States  are  leaving  the  farms.  The  Department  of  Agriculture  in 
1922  gave  this  out  as  statistical  information  that  2,200,000  people  had 
left  the  farm,  of  which  there  was  a  backwash  of  about  800,000, 
leaving  1,400,000  people  leaving  the  farms.  Of  course  they  could 
not  all  come  from  North  Dakota,  because  we  only  have  650,000  or 
640,000  people  in  the  State. 

The  first  of  all,  apparently,  to  leave  the  farms,  are  the  tenant 
farmers.     The  tenant  farmer's  equity  consists  of  what  little  live- 
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stock  he  has,  his  farm  machinery,  and  household  goods.  Since 
1920,  especially  at  that  time,  the  price  of  agricultural  products  has 
not  met  the  cost  of  production,  and  so  soon  as  the  tenant  farmer 
had  used  up  his  equity  in  his  livestock  and  his  household  goods  and 
his  farm  machinery  he  had  to  quit.  He  could  not  borrow.  His 
borrowing  ability  was  at  an  end. 

The  next  man  that  left  the  farm  was  the  small  farmer  who  had 
a  little  more  equity  than  the  tenant  farmer  had.  He  had  a  small 
tract  of  land.  He  is  the  next  man  to  leave,  because  his  equity  is 
small,  and  when  his  etjuity  was  used  up,  he  left. 

Now,  as  an  illustration  of  that,  comparing  the  figures  on  the  dif- 
ferent sized  farms  in  our  State,  in  1910  the  average  sized  farm  in 
North  Dakota  was  382  acres.  In  1920  it  was  466  acres.  Since  that 
time,  while  we  have  not  any  figures  compiled,  I  am  satisfied  that 
the  average  size  farm  is  larger  than  466  acres.  It  is  probably  500 
acres  or  more.  That  shows  that  the  small  farmer  is  being  wiped 
out,  is  being  cleaned  up,  and  only  those  holding  the  larger  farms 
can  remain.  If  this  condition  continues  long  enough  it  will  event- 
ually wipe  them  all  out,  because  there  is  no  industry,  m  my  opinion, 
that  can  survive  producing  when  tlie  market  price  does  not  meet 
the  cost  of  production,  and  that  is  where  agriculture  is  to-day,  as 
I^see  it. 

I  think  our  farmers  have  been  conservative,  and  they  have  cer- 
tainly been  practicing  the  most  rigid  economy  that  it  was  possible 
for  them  to  practice.  Their  standard  of  living  is  not  what  they 
would  like  to  have,  and  it  is  not  what  it  ought  to  be  compared  with 
the  products  that  they  produce.  I  believe  that  is  something  that 
should  be  of  national  concern.  When  we  reduce  the  standard  of 
living  of  a  large  part  of  our  population,  I  think  that  is  of  national 
concern. 

I  wrote  a  letter  to  each  sheriff  in  each  county  of  the  State,  and 
I  have  a  copy  of  it  here,  asking  tliem  to  fill  out  a  blank  in  this  letter 
with  reference  to  the  number  of  sheriff's  foreclosure  sales  in  each 
county,  and  return  same  to  me  in  an  inclosed  envelope.  "  In  the 
year  1923  there  were  the  following  number  of  sheriff's  sales  of 
real  estate  in  the  county  of  blank,  in  the  State  of  North  Dakota," 
and  I  enumerated  these  by  months,  as  you  will  see,  and  they  filled 
this  out,  and  I  have  a  report  from  every  county  in  North  Dakota. 

I  wanted  to  determine  as  near  as  I  could  tlie  number  of  sheriff's 
foreclosure  sales  in  the  State,  because  there  had  been  considerable 
controversy  over  it.  This  included  the  first  11  months  of  1923.  Then 
I  also  wrote  to  the  commissioner  of  agriculture  of  the  State  and  asked 
him  to  furnish  me  with  the  total  number  of  farms  in  each  county. 
I  did  that  in  order  that  I  might  work  out  the  percentage  of  fore- 
closures on  farms  in  each  county.  He  furnished  me  with  this  in- 
formation. He  gets  those  figures  from  the  report  of  the  county 
auditor,  who  compiles  these  from  the  assessor's  report  of  the  number 
of  farms.    It  is  not  an  estimate  at  all.    It  is  actual  figures. 

I  found  that  it  varied  considerably ;  that  it  varied  in  different  sec- 
tions of  the  State.  The  lowest  one  that  I  have  is  1.2  per  cent*  of  all 
the  farms  foreclosed  in  the  first  11  months  of  1923,  and  the  highest 
one  that  I  have  is  36.81  per  cent,  and  the  average  for  the  State  is 
9.76  per  cent,  or  practically  10  per  cent  of  farms  foreclosed  in  the 
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first  11  months  of  1923.    At  that  rate  you  see  it  would  only  take  10 
years  to  wipe  out  all  the  farms  in  the  State. 

Those  figures  mav  appear  to  be  startling,  but  they  are  official. 

I  want  to  give  you  the  figures  for  the  Red  River  Valley  section. 
That  has  long  been  known  as  the  bread-basket  section  of  the  North- 
west, because  of  the  large  amount  of  wheat  that  has  been  produced 
there,  and  they  have  plenty  of  moisture.  They  are  not  in  what 
would  be  called  marginal  territory  at  all.  Western  North  Dakota 
is  marginal,  but  eastern  North  Dakota  is  not  marginal  territory. 
They  have  a  sufficient  amount  of  moisture,  and  they  have  very  fertile 
land,  and  it  not  only  produces  wheat,  but  it  will  produce  practically 
any  kind  of  agricultural  products.  It  is  especially  noted  for  pota- 
toes and  other  things. 

I  might  read  some  of  these  figures  right  from  the  record. 

The  Chairman.  This  is  in  the  Red  River  Valley? 

Mr.  Hagan.  This  is  in  the  Red  River  Valley ;  yes,  sir.  I  will  not 
read  all,  but  if  anyone  desires  anv  particular  county,  they  can  ask 
for  that.  Cass  County  had  6.74  per  cent  of  all  the  farms  in  that 
county  foreclosed  on  in  the  first  11  months  of  1923. 

Cass  County  is  in  the  Red  River  Valley.  It  has  located  in  it 
Fargo,  the  largest  city  in  the  State.  That  is  in  a  good  productive 
part  of  the  State,  and  has  a  sufficient  amount  of  moisture.  They 
have  had,  gentlemen,  so  much  moisture  in  that  valley  that  drainage 
was  absolutely  necessary  through  that  section,  and  they  have  drained 
a  great  deal  of  it,  and  it  is  very  well  drained,  and  still  this  is  the 
result. 

Richland  County,  immediately  south  of  Cass  County,  had  6.56  per 
cent,  and  immediately  north  of  Cass  County  is  Trail  County.  Trail 
County  has  onljr  3.13  per  cent.  Then  Grand  Forks  County  had  5.72 
per  cent.  That  is  just  about  the  way  it  has  been  going  in  that  valley ; 
running  about  that  way.    Barnes  County  had  10.64  per  cent. 

Now,  gentlemen,  that  section  of  the  State  has  been  settled  for  yeai-s. 
I  don't  know  how  many,  but  at  least  40  years.  Those  farmers  were 
well  established  there  at  one  time,  but  they  are  quitting  very  rapidly 
now.  Not  only  that,  but  their  banks  are  also  getting  in  mighty  bad 
condition.  The  banks  of  our  State  are  in  bad  condition  because  of 
the  condition  of  agriculture,  upon  which  they  depend. 

I  might,  before  I  leave  this,  compare  this  lowest  one  of  1.02  per 
cent  with  some  other  county.  That  is  Mcintosh  County,  and  is  a 
county  in  which  they  diversify  a  great  deal,  and  they  have  the  largest 
cream-shipping  station  in  the  State.  There  is  only  one  county  that 
produces  more  cream  than  it  does,  but  that' is  only  because  of  the 
size  of  the  other  county.  They  also  raise  cattle  and  hogs  and  other 
agricultural  products  that  we  can  raise  there,  corn,  etc.  But  I  wish 
to  state  this,  that  their  standard  of  living  is  probably  lower  than  in 
any  other  county  in  the  State.  Those  people  are  Russian  Germans. 
They  came  from  Russia,  and  of  course  their  standards  that  they 
brought  with  them  are  not  as  high  as  the  American  farmer's  standard 
of  living.  By  that  I  mean  this,  that  they  have  done  very  little  road 
building,  they  have  bought  very  few  automobiles,  they  have  very 
poor  schools,  and  I  learned  the  other  day  that  they  did  not  have  one 
student  in  the  agricultural  college  of  our  State.     Our  people  are 
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very  much  interested  in  education,  as  I  think  they  should  be.  They 
are  very  economical.  While  they  dress  well,  you  might  say,  and  all 
that,  in  some  sort  of  style,  they  don't  get  very  much  out  of  life  except 
the  necessities.     So  I  think  that  is  largely  the  cause  of  that. 

I  want  to  compare  that  with  Cavalier  County,  in  the  northern  part 
of  the  State,  settled  by  what  I  would  call  an  entirely  different  class 
of  people,  and  they  had  7.38  per  cent  of  their  farms  foreclosed  on. 
Cavalier  County  was  settled  by  people  that  came  from  the  east  of 
Canada,  and  from  some  of  the  Eastern  States  and  from  the  Scandi- 
navian countries,  Norway  and  Sweden,  and  they  are  people  who  have 
built  roads  and  have  very  good  schools  and  send  a  great  many,  not 
only  to  their  high  schools  but  a  great  many  to  the  university  and  the 
agricultural  college.  They  are  also  f ollowmg  mixed  farming.  They 
raise  a  great  deal  of  livestock,  especially  beef  cattle.  They  are  not 
so  much  engaged  in  the  dairy  business,  but  they  raise  beef  cattle  and 
sheep  and  hogs  and  grain,  and  they  are  not  in  as  good  shape. 

I  want  to  touch  next  upon  the  banking  conditions  of  our  State. 
We  have  a  large  number  of  banks  in  our  State,  and  probably  too 
many.  I  think  we  have  at  least  twice  as  many  banks  as  we  should 
have.  In  our  State  the  percentage  of  bankers  to  the  population  is 
probably  greater  than  in  most  States.  In  Michigan  there  is  one 
bank  for  every  5,130  persons.  In  Wisconsin  there  is  one  for  every 
2,710.  In  Minnesota  there  is  one  for  every  1,600.  In  Montana 
there  is  one  for  every  1,350.  In  South  Dakota  there  is  one  for  every 
921,  and  in  North  Dakota  there  is  a  bank  for  every  768.     So  you  can 

see  there  are  too  many. 

Senator  Keyes.  Can  you  give  us  the  average  capital  of  the  banks  ? 

Mr.  Hagan.  No  ;  I  could  not  give  you  the  average  capital,  but  it  is 
small.  At  one  time  they  permitted  them  to  organize  State  banks 
under  $10,000  capital  stock,  and  now  they  are  required  to  have 
$15,000,  but,  of  course,  many  of  them  have  much  more  than  that, 

you  understand. 

Senator  Keyes.  Do  you  have  branch  banks  up  there — branches  of 

some  big  banks  ? 

Mr.  Hagan.  Yes ;  there  are  some  of  those.  They  are  what  we  term 
line  banks.  Those  banks  are  having  mighty  hard  sledding.  They 
are  in  very  bad  shape.  While  we  probably  have  more  bank  closures 
than  probably  any  other  State— I  rather  thmk  we  have— it  is  of  banks 
of  small  capital,  and  I  attribute  it  largely  not  because  they  did  not 
have  assets  sufficient  to  meet  their  liabilities  but  because  their  assets 
are  composed  largely  of  farmers'  paper.  I  got  this  from  the  State 
bank  examiner.  He  said  that  90  per  cent  of  their  assets  were 
farmers'  paper.  The  farmers  can  not  meet  their  obligations,  and 
when  they  can  not  meet  their  obligations  the  reserves  of  the  bank  run 
down  to  where  they  have  to  close,  because  they  can  not  meet  their 

obligations. 

Now,  I  honestly  believe  that  there  are  many  banks  open  yet  in 
North  Dakota  that  technically  should  be  closed  because  of  their 
reserves  being  entirely  too  low.  I  don't  know  how  many  banks  are 
closed  in  North  Dakota,  but  I  saw  a  newspaper  article  the  other  day 
that  in  the  past  two  year,  under  Governor  Nestes's  administration, 
there  were  197  banks  closed. 

I  did  not  know  whether  that  was  true  or  not,  so  I  called  up  the 
State  bank  examiner  and  asked  him  how  many  banks  were  closed 
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during-  Governor  Nestes's  administration  the  past  two  years,  and  he 
said,  "  I  haven't  time  to  bother  with  that  kind  of  stuff."  So  evi- 
dently it  must  have  been  conservative.  In  other  words,  they  have 
been  'dmng  all  that  they  can  to  keep  banks  from  closing  and  to  keep 
out  all  the  advertisements  they  can  about  some  of  our  banks,  which 
may  be  a  good  thing.  I  don't  know ;  but,  anyhow,  I  wanted  to  get 
the  actual  facts,  but  I  failed  to  get  them. 

The  capital  of  these  banks  is  small,  and  their  assets  are^  ^^^PJ?^^^ 
of  fa] 
their 

Many  luure  win  ciusc,  x  lihuiv.     xhcicj  *v«o  «,  i^xaxxv.  ^^^^^ —     - 

tjhecked  up  a  period  of  about  three  weeks— when  they  were  closing 
rat  the  rate  of  about  one  a  day.  Now  they  are  closing  not  quite  as 
ifast,  but  almost.    Perhaps  a  couple  of  days  intervenes. 

We  had  quite  a  number  of  bankruptcy  cases  in  our  State.  A  great 
many  have  taken  advantage  of  the  bankrupt  act.  I  was  talking  with 
a  banker  in  my  home  town,  in  which  my  farm  is  located,  and  I 
found  there  were  16,  according  to  his  statement,  who  had  taken  ad- 
vantage of  the  bankrupt  act  in  just  that  locality,  and  while  he  said 
it  did  not  affect  his  Imnk  very  much,  it  did  affect  the  other  ones;  but 
it  was  Tiot  verv  long  afterwards  until  the  other  bank  closed,  and  he 
made  fhe  remark  at  that  time,  "  These  16  were  no  good,  anyhow." 
He  said  that  those  16  fellows  that  had  taken  advantage  of  the  bank- 
rupt ai5t,  never  should  have  farmed.  I  happen  to  know  some  of  them, 
and  I  couldn't  quite  agree  with  him,  but  I  was  glad  to  get  his  view 
On  it,  and  I  said,  *^  If  the  present  condition  of  agiiculture  continues 
long  enough,  yon  "«rill  not  have  any  work  at  that  desk,"  which  is  a 
fact,  and  there  is  no  getting  away  from  it.  He  said,  "  Then,  we  have 
got  to  do  something  for  them."  I  said,  "  Yes;  I  think  so."  I  said, 
-*'  What  IS  your  ^hitlon  ?  "  He  said,  "  Diversified  farming."  "  Well," 
I  said,  ^  let  us  analyze  that  a  little."  I  said.  "  You  have  known  me 
as  a  farmer  here  on  my  farm  for  quite  a  long  time;  I  raised  wheat, 
rye,  oats,  barley,  and  I've  raised  corn,  and  I  have  had  dairy  cattle 
and  hogs  and  some  poultry,  and  the  result  of  my  last  seven  years  of 
iaTniing  has  been  tlwit  I  have  lost  more  than  $8,000  on  that  larm." 

Tlie  CiLAiKMAX.  You  mean  you  are  $8,000  worse  off  to-day  than. 
j<m  were  at  the  beginning  of  that  period  ? 

Mr.  Haoan.  Yes,  sir;  and  it  is  a  fact,  and  if  I  had  farmed  that 
farm  to  full  capacity  I  would  have  been  much  worse  off  than  I  am 
to-day.  I  could  see  tliere-  was  no  use  to  continue.  I  have  a  nucleus 
left  now,  so  that  if  agricultural  conditions  improve  to  the  point 
where  I  can  receive  a  reasonable  profit  above  my  cost  of  production 
I  can  increase  again,  and  if  conditions  do  not  improve,  I  am  not 
going  to  do  it.  That  is  the  position  I  am  in.  To-day  if  I  had  no 
other  resources  excepting  that  farm,  and  had  I  farmed  it  to  capacity 
during  the  last  seven  years,  I  would  have  lost  it. 

The  Chaikmax.  I  am  interested  in  the  conversation  you  were  hav- 
ing with  that  banker.    I  wish  you  would  pursue  that  a  little  further. 

Senator  Johnson.  Mr.  Hagan,  pardon  me,  but  I  have  to  go  and  f 
wanted  to  ask  you  some  questions.  You  will  be  here  to-morrow,  will 
you? 

The  Chairman.  I  presume  so. 

Senator  Johnson.  You  won't  get  through  now.    It  is  12  o'clock. 
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The  Chairman.  I  am  intei-ested   in  that  controversy  you   were 
having  with  this  banker  about  cUversitied  farming.    Did  you  pui-sue 

it  any  further?  ,  .      i  .     ,  •      i  i  ' 

Mr  Hagan.  Yes:  a  little  further.    1  explained  to  him  how  much 
I  had  lost  and  he  was  in  position  to  check  me  up  pretty  well  because 
I  did  most  of  my  banking  business  through  his  bank     ISot  all,  but       ^ 
a  great  deal  of  it.    ^'  Well,'^  he  says,  "  then  if  that  is  the  ^sf  I  don  f 

know  what  the  solution  will  be,  but,"  he  says,  "  I  think  that  that 

'^  Senator  Capper.  He  had  nothing  to  offer  by  which  the  farmer 

could  be  relieved  ?  «.         x  i  u 

Mr.  Hagan.  No:  he  hadn't  anything  to  offer.    I  have  been  a  cus- 
tomer  of  that  bank  for  some  time  and  have  been  in  position  where        ^ 
my  credit  has  been  good  at  that  bank,  very  good.     I  dont  know 
that  they  ever  turned  down  any  request  for  a  loan  that  1  have  ever 
made,  and  ordinarily  I  could  get  quite  a  large  sum  of  money  there 
on  my  personal  note  without  giving  any  security,  ^^^f »  I  J^^^^^^J^ 
for  a  long  period  of  time.    I  have  received  as  much  at  $3,840  on  my 
personal  note  there  for  six  months  and  not  even  a  request  for  pay- 
ment or  additional  security.    But  I  could  not  do  that  now,  bex^ause  , 
they  have  not  the  funds,  but  so  far  as  they  are  able  to  loan  me  funds       ^        . 
I  am  satisfied  that  they  would  loan  me  anything  within  reason,  com- 
pared with  the  funds  that  they  have.     We  get  along  very  ni^ly. 
We  have  no  difficulty  at  all.     Our  business  affairs  have  been  very 

congenial  indeed.  .  .  ,      y.^^  .i^. 

I  homesteaded  there  and  I  have  seen  farmers  in  my  locality  that 
have  tried  milking  cows  and  tried  raising  beef  cattle  and  tried  rais- 
ing hogs.  Most  of  those  farmers  have  gone.  It  may  have  been 
through  some  fault  of  their  own  at  times. 

The  Chairman.  I  suppose  that  was  true  sometimes,  that  it  was 

the  fault  of  the  men  themselves.  ,       .  .     , 

Mr  Hagan.  Sometimes  it  might  have  been  but  m  every  instance 
I  don't  think  it  was.  For  instance,  in  the  early  days  it  did  not  pav 
us  very  much  to  produce  dairy  products.  We  did  not  get  much 
of  Iprice  for  them.  When  I  homesteaded  there  at  first,  before  I 
ffot  to  milking  cows,  I  bought  butter  at  10  cents  a  pound  and  of 
fom-s^  there  was  not  much  use  to  think  about  going  into  daiiying 
to  w  out  any  obligations  when  you  only  got  10  cents  a  pound  for 
butter  It  could  not  be  done  and  that  is  one  reason  why  it  was  not 
S  TTien  beef  cattle  have  been  lower  at  times  when  they  were 
Jeady  to  get  rid  of  them,  and  instead  of  enabling  them  to  pay  out 
[hei/obli|ations  it  brok^  some  of  them.    So  it  goes  all  along  the 

^'"ff  «T>nPars  to  me  while  it  may  be  the  fault  of  some  of  the  farmers, 
the  averaTrun'^f  farmer  is  a  good  producer.  I  can  not  get  away 
Sm  that^fdea.  I  believe  he  knows  more  about  F^^^^r^g^ru"/??; 
S  elL  knows  about  producing.  We  have  beeri  taught  by  the 
Sed  States  Department  of  Apiculture,  our  land  grant  colleges. 
«,ph  M  th^TgricTltural  colleges,  and  by  the  extension  division  and  »» 
tWo^ntv  aS  how  to  proluce  more  and  we  have  been  producing 
morT  SeXve  b^n  trying  to  make  us  believe  that  that  is  the  way 
J^^t  out  of  our  difficulty,  ^y  producing  more  on  a  given  area  and 
Se^aris  haveTen  takinVthat  advice  very  largely  and  have 
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produced  more,,  until  we  get  to  the  point  where  the  Seci^tary  of 
Agriculture  of  the  United  States  tells  us  we  produce  too  much,  and 
that  is  the  reason  we  are  so  badly  off.  That  is  exectly  the  position 
that  we  are  in  to-day.  We  have  been  producing  too  much,  thev 
tell  us,  and  they  say  "  You  produce  too  much  of  this  and  not  enough 
of  something  else,"  but  by  the  time  you  get  over  into  something  else, 
vou  know  you  can't  change  farming  like  you  can  change  some  busi- 
nesses, or  as  rapidly.  When  you  get  an  equipment  to  do  a  particular 
kind  of  farming  you  can  not  make  a  rapid  change  over  into  ainother 
kind  of  farming  without  going  to  a  great  deal  of  expense,  and  when 
vou  do  go  to  that  expense  by  the  time  you  get  started,  possibly  down 
has  dropped  the  price  on  that  and  then  you  are  as  bad  off  or  woi-se 

off  than  you  were  before.  , 

So  farmei^  make  these  changes  gradually,  and  I  think  it  is  the 

proper  way  to  make  the  change. 

I  am  an  advocate  of  diversified  farming  and  I  practice  it  on  my 
own  farm  as  far  as  I  can.  So  that  the  change  can  not  be  made 
rapidly.  It  must  be  made  slowly  and  gradually,  and  you  have  to 
learn  how  to  handle  a  different  kind  of  farming  the  same  as  you 
would  learn  how  to  handle  any  other  different  kind  of  business.  It 
ic  a  business  and  should  not  be  considered  anything  but  a  Inismess 

I  don't  believe  that  the  farmers  have  been  extravagant.  ^  hile  I 
think  they  are  good  spendei-s,  they  spend  for  improvement  largely. 
They  are  not  spendthrifts  in  the  sense  thht  they  waste  their  money 
very  much.  Tliey  are  not  investors  in  wildcat  schemes  to  any  con- 
siderable extent.  Not  at  all.  They  will  improve  their  fanns  and 
they  will  improve  their  communities.  Ihey  will  vote  for  a  larger 
tax  for  school  purposes  to  educate  their  children  and  things  like 
that  but  that  is  an  improvement  and  a  necessary  improvement,  too. 
So  I  think  that  the  accusation  made  that  the  farmers  are  spending 
too  much  money  is  not  correct  at  all.  ,^14.- 

There  is  another  point  I  would  like  to  touch  upon,  and  that  is 
land  values.  Now  they  talk  the  increased  price  of  land  values 
putting  the  farmer  in  this  kind  of  a  condition.  xVt  Kansas  City  at 
this  grain-rate  hearing  I  heard  evidence  from  Iowa  that  ]ust  took 
(he  bottom  out  of  it,  so  far  as  that  is  concerned.  They  had  two 
counties  from  which  they  quoted  the  numbers  of  tnmsters  of  real 
estate,  one  county  in  Iowa  where  they  claimed  they  had  the  largest 
number  of  transfers  of  any  county  in  the  State,  and  in  hcott 
County,  where  the  price  of  land  was  high,  there  were  only  10  per 
cent  on  the  lands  that  changed  hands.  So,  for  the  life  ot  me,  I  don  t 
see  how  the  10  per  cent  would  affect  the  remaining  90  per  cent  wlio 
had  not  purchased  any  of  the  high-priced  land. 

The  Chairman.  In  what  length  of  time?  . 

Mr.  Hagan.  I  don't  recall  the  period.  I  guess  they  did  give  the 
exact  time  that  was  for,  but  I  don^t  recall  it.  ior  the  life  of  me  1 
don't  see  why  a  10  per  cent  transfer  would  affect  the  other  ^0  per 
cent,  because  of  a  man  living  across  the  road  from  me  was  foolish 
enough  to  pay  two  or  three  times  as  much  as  land  was  worth,  it  would 
not  prevent  me  from  raising  just  as  much  grain  or  of  getting  lust  as 
good  a  price  as  if  he  had  not  paid  that  price  for  the  land,  ho,  i 
can't  see  why  the  other  90  per  cent  could  have  been  affected  by  that 
price  of  land  at  all.     I  don't  believe  that  they  would  be.     ^^  e  hnd 
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foolish  business  men  once  in  a  while,  but  it  does  not  affect  all  the 
rest  of  business.  Not  at  all.  They  don't  consider  it  that  way,  and 
why  that  charge  should  be  made  against  agriculture  I  don  t  under- 
stand. ,  -   ^  - 

The  next  county  in  Iowa  that  they  quoted  figures  from  was  a 
triifle  over  7  per  cent  of  transfers.  And  then  in  western  Kansas, 
Senator  Capper's  State,  they  testified,  I  think,  that  it  was  IJ  per 
cent  of  the  land  that  they  transferred  during  the  period  of  inflation 
and  those  farmers  were  ir  mighty  bad  shape,  too.  bo  i  cant  see 
why  thev  should  attribute  it  to  high-priced  land  at  all. 

Now,  for  instance,  in  our  State  the  land  values  did  not  increase  to 
any  appreciable  degree  during  this  inflation  period.  \V  e  had  short 
crops,  which  was  probably  the  only  reason  for  it.    bo  that  would 

not  affect  us  scarcely  any  at  all.  .  ^    j      •    ^i.  4. 

The  difficulty,  as  I  see  it,  with  the  American  farmer  to-daj  is  that 
he  is  required  to  sell  his  product  upon  a  price  dictated  by  a  war- 
ridden,  bankrupt  Europe,  and  he  is  required  to  buy  the  products 
which  he  must  use  himself  in  a  highly  protexjted  American  market. 
That  is  the  way  I  would  sum  it  up.    I  think  that  is  one  of  the  great 

difficulties.  .,  ,  .  . .  vi   4^1  ^^^ 

The  Chairman.  I  would  like  to  ask  you,  in  connection  with  those 
various  computations  you  made  about  the  freight,  have  you  any  in- 
formation about  the  amount  of  freight  that  the  fanners  paKl  ^ 

Mr  Hagan.  No:  I  did  not  compile  that.  I  could  have  done  it. 
1  do  have  a  statement  here.  While  I  had  it  I  wanted  to  get  it  re- 
duced to  writing,  and  so  I  have  a  statement  here  from  the  rate 
expert  who  works  for  the  railroad  commissioners  of  North  Dakota, 
in  which  he  says  that  our  freight  rates  on  grain,  wheat,  and  coarse 
grains  has  increased  47  per  cent. 

The  Chairman.  Since  when?  ^  ,,  •    ,  ,^ 

Mr.  Hagan.  Since  1918.    I  will  read  this  letter : 

The  Board  of  Railboad  Commissionebs, 

Bismarck,  January  5,  1924 . 

^'     ^Supervisor  grades,  weights,  and  measures,  Bismarck,  N.  Dak. 

De\b  Mb  Hagan:  In  compliance  with  your  request  for  information  regard- 
in  ^fncrea^s  in  tlie  freight  rates  on  wheat,  carload,  from  North  Dakota  and 
otLr  XftUoducU  sit^^  to  terminal  markets,  please  be  advised  that  on 
June  25  1918,  the  rates  were  increased  25  per  cent  subject  to  a  maximum  n- 
crease  of  6  cents  per  100  pounds.  On  August  26,  1920,  there  was  a  further  in- 
crea^  of  35  per  cent,  and  January  1,  1922,  there  was  a  reductix)n  of  18  l>er  cent. 

As  an  illustration  we  will  take  the  rate  on  wheat  from  Bismarck,  N.  Dak., 
to  the  Twn  Cities  and  Duluth.  On  June  24,  1918,  the  rate  was  16  cents  per 
iSo  pounds  or  9.6  cents  per  bushel.  On  June  25  1918  the  rate  was  ujcreased 
10^20  cents  per  100  pounds,  or  12  cents  per  bushel  On  August  26,  1920,  the 
ratf was  fur&  increased  to  27  cents  per  100  pounds,  or  16.2  cents  ^r  bushel 
On  January  1,  1922,  the  rate  was  reduced  to  23i  cents  per  100  pounds,  or  14.1 
ppntq  ner  bushel,  which  is  now  in  effect. 

So  that,  considering  the  two  Increases  and  the  one  reduction,  there  has  been 
a  net  increase  of  47  per  cent. 

Yours  vcrv  truly 

^  Board  of  Railroad  Commissioners, 

By  E.  M.  Hendbicks,  Traffic  Expert. 

The  Chairman.  How  many  miles  is  it  from  Bismarck  to  Minne- 

aDolis  ? 
Mr.  Hagan.  About  450  miles. 
The  Chairman.  And  what  was  the  rate  per  bushel  i 
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Mr.  Hagan.  16.2  cents. 

The  Chairman.  Of  couree  much  of  the  wheat  had  to  be  trans- 
ported from  Fargo  to  Minneapolis.  Have  you  got  any  figures  on  the 
freight  rate  between  those  points?  ,  .      , 

Mr.  Hagan.  No;  I  don't  have  that.  I  will  say  this,  however, 
that  in  making  some  comparison  with  the  freight  rates  charged 
Canadian  farmers  to  their  terminals  and  the  freight  rates  that  are 
charged  in  the  United  States  to  our  terminals,  that  our  freight 
rates  are  considerably  higher.  For  instance,  I  have  in  mind  just 
one  particular  case  now,  to  eastern  Montana,  the  town  of  Snowden, 
which  is  just  across  the  line  from  North  Dakota.  The  distance  is 
650  miles  from  Duluth,  and  the  freight  rate  is  18  cents  a  bushel, 
and  a  town  over  in  Saskatchewan,  a  distance  of  649  miles  to  then- 
terminal,  Port  Arthur,  1  mile  less  than  ours,  their  rate  is  10.8  cents 
per  bushel.    The  difference  there  would  be  7.2  cents  on  every  bushel 

of  grain.  ^  ,        j.    i         1    i. 

Now  that  is  a  comparison.     I  compared  a  number  of  places,  but 

I  recall  that  particular  one. 

The  Chairman.  Of  course  as  you  went  further  out  west  the  dis- 
tance would  be  greater  and  as  you  came  this  way  it  would  be  less. 

Mr.  Hagan.  It  would  be  a  little  less,  but  not  very  much. 

The  Chairman.  We  will  have  to  adjourn  now  until  10  o'clock 
to-morrow  morning. 

(At  12  o'clock  noon  the  committee  adjourned  to  10  o  clock  a.  m., 
Friday,  January  11,  1924.) 
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FRIDAY,  JANUARY  11,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  324,  Senate  Office  Building,  Senator  George  W.  Norris, 
presiding. 

Present:  Senators  Norris  (chairman),  Capper,  Keyes,  Gooding. 
Ladd,  Norbeck,  McKinley,  Kendrick,  Heflin,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order  and  we  will 
proceed. 

Mr.  Hagan,  you  may  take  up  the  thread  of  your  discussion  where 
you  left  off  yesterday,  and  we  will  be  glad  to  have  you  continue. 

FURTHER  STATEMENT  OF  JOHN  N.  HAGAN,  BISMARCK,  N.  DAK., 
SUPERVISOR  OF  GRADES,  WEIGHTS,  AND  MEASURES  OF  THE 
STATE  OF  NORTH  DAKOTA. 

Mr.  Hagan.  I  believe  yesterday  I  closed  by  giving  the  increase  in 
freight  rates,  and  read  from  a  letter  written  by  E.  M.  Hendricks, 
traffic  expert  of  the  board  of  railroad  commissioners  of  the  State  of 
North  Dakota,  in  which  the  total  increase  in  freight  rates  as  it  now 
stands  on  wheat  and  coarse  grains  in  North  Dakota  from  1918  to 
the  present  time  is  47  per  cent.  We  hold  that  that  is  one  of  the 
things  which  the  agricultural  people  of  the  grain-raising  States 
can  not  stand.     It  is  entirely  too  high  a  rate. 

Senator  Ladd.  Let  me  ask  you,  had  there  been  any  material  in- 
crease for  the  four  years  preceding  that,  if  you  recall  ? 

The  Chairman.  He  went  into  that  yesterday. 

Senator  Ladd.  I  was  not  here  at  the  time  he  testified  ye^sterday. 
If  he  has  gone  into  it,  never  mind. 

The  Chairman.  This  rate  that  he  is  giving  now  is  the  net  increase 
during  that  time.     There  were  three  increases  and  one  decrease. 

Mr.  Hagan.  The  rate  on  wheat  reached  a  maximum  of  16.2  cents 
per  bushel,  and  at  the  present  time  it  is  14.1  cents  per  bushel,  as 
thei-e  w^as  a  13  per  cent  decrease. 

Senator  Gooding.  That  is  in  North  Dakota  ? 

Mr.  Hagan.  I  am  giving  this  rate  from  Bismarck,  N.  Dak.,  which 
is  a  distance  of  about  450  miles  from  the  terminal,  and  is  about  the 
average  distance  that  grain  is  hauled  from  our  State. 

I  also  gave  a  comparative  figure  on  the  Canadian  railroads,  show- 
ing that  there  is  a  lower  freight  rate  on  the  Canadian  wheat  to  their 
terminal  at  Port  Arthur.     There  is  quite  a  difference  there,  and 
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the  point  that  I  gave  was  Snowden,  Mont.,  where  the  rate  is  18 
cents  per  bushel  to  Duluth,  a  distance  of  650  miles.  At  another 
point  in  Saskatchewan,  that  was  649  miles  from  Port  Arthur,  the 
freight  rate  was  10.8  cents  per  bushel,  or  a  difference  of  7.2  cents  per 
bushel  in  favor  of  the  Canadians. 

The  Chairman.  It  would  follow  that  the  difference  would  in- 
crease as  the  distance  increased  and  decrease  as  the  distance  de- 
creased, would  it  not? 

Mr.  Hagan.  Yes,  sir. 

The  Chairman.  I  think  that  would  be  plain.  From  western 
Canada  as  compared  to  Montana  points  particularly  it  would  be 
an  increase. 

Mr.  Hagan.  Yes. 

The  Chairman.  Applied  to  points  east  of  Bismarck  it  would  be 
a  decrease? 

Mr.  Hagan.  A  slight  decrease. 

I  have  here  a  copy  of  the  report  that  was  given  by  Doctor 
Taylor,  Chief  of  the  Bureau  of  Agricultural  Economics. 

Senator  Ralston.  Just  before  you  leave  that,  Mr.  Chairman,  if 
the  witness  has  not  the  information  maybe  you  have.  Are  you 
familiar  with  the  difference,  if  there  is  any,  between  the  cost  of 
upkeep  of  Canadian  railroads  and  the  upkeep  of  American  rail- 
roads? 

The  Chairman.  No;  I  am  not  familiar  with  that.  Senator. 

Senator  Ralston.  Are  you,  Mr.  Plagan  ? 

Mr.  Hagan.  No;  I  am  not  familiar  with  that  particularly,  but 
I  will  say  that  in  North  Dakota  it  is  a  prairie  State,  and  the  upkeep 
of  the  roadbed  in  North  Dakota  is  very,  very  light,  exceedingly 
light,  more  so  than  in  most  of  the  States  in  fact,  and  we  feel  as 
though  we  are  imposed  upon  by  paying  the  freight  rates  that  we 
are  paying  now. 

The  Chairman.  In  what  study  I  have  made  of  this  rate  question 
and  comparing  Canadian  rates 'with  American  rates — and  I  have 

fone  into  it  somewhat,  but  the  point  that  Senator  Ralston  raises 
have  never  considered — I  have  gone  on  the  assumption,  which 
may  be  erroneous,  I  confess,  that  the  upkeep  on  the  average  would 
vary  but  very  little.  The  roads  are  parallel,  and  to  a  great  extent 
run  through  a  similar  kind  of  country. 

Senator  Ladd.  Very  largely  prairie  country. 

The  Chairman.  Yes;  and  when  they  get  further  back  they  get 
into  the  mountains  and  timl)er  on  both  sides  of  the  line. 

Mr.  Hagan.  This  report  deals  with  the  bankruptcy  cases  of  farm- 
ers and  covers  the  years  1913,  1921,  1922,  and  1923  for  the  States  of 
Iowa,  Montana,  and  North  Dakota. 

In  1913  in  Iowa  there  were  358,  of  which  15.76  per  cent  were 
farmers. 

In  Montana  there  were  in  1913,  144  total,  of  which  26.39  per  cent 

were  farmers. 

In  North  Dakota  there  wore  in  1913,  165,  of  which  55.77  per  cent 

were  farmers. 

In  1921  in  Iowa  there  were  275  bankruptcy  cases,  of  which  27.27 
per  cent  were  farmers. 

In  Montana  in  1921  there  were  226,  of  which  36.28  were  farmers. 
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r  In  North  Dakota  in  1921  there  were  146,  of  which  63.7  per  cent 
were  farmers. 

In  1922  Iowa  had  704,  of  which  52.27  per  cent  were  farmers. 

In  1922  Montana  had  363,  of  which  59.23  per  cent  were  farmers. 

In  1921  North  Dakota  had  302,  of  which  78.48  per  cent  were 

farmers. 

In  1923 — this  is  for  the  fiscal  years,  ending  June  30 — Iowa  had 
935,  of  which  52.30  per  cent  were  famiers. 

Montana  had  611,  of  which  59.9  per  cent  were  farmers. 

North  Dakota  had  615,  of  which  82.11  per  cent  were  farmers. 

I  have  given  these  figures  in  order  to  show  that  a  larger  percent- 
age in  North  Dakota  were  farmers  than  persons  following  any  other 
occupation  that  resorted  to  the  bankruptcy  court. 

Senator  Gooding.  78  per  cent,  is  that? 

Mr.  Hagan.  In  1923  it  was  82.11  per  cent. 

Senator  Gtooding.  My  State  has  the  honor  of  being  next. 

Mr.  Hagan.  Wh^it  is  your  State '( 

Senator  Gooding.  Idaho. 

Mr.  Hagan.  I  do  not  have  that. 

I  have  here  the  report  of  the  State  bank  examiner  of  the  banks 
and  trust  companies  that  are  operating  in  North  Dakota. 

Senator  Ladd.  Is  that  the  State  banks? 

Mr.  Hagan.  State  banks  and  trust  coinpanies.  This  does  not  in- 
clude the  national  banks.  This  is  as  of  September  8,  1923.  I  tried 
to  get  a  report  of  the  same  month  of  1920,  but  they  only  had  one 
report  in  the  office,  so  I  copied  the  figures  of  the  things  I  desired. 

In  their  reports  they  are  required  to  give  their  banking  house, 
furniture,  and  fixtures  valuation,  and  also  all  their  real  estate,  which 
would  mean  farm  lands. 

September  8,  1920,  they  reported  as  having  $2,343,231.13,  and  on 
September  8,  1923,  just  three  year^  later,  they  had  $5,557,538.75. 

The  Chairman.  That  is  the  value  of  the  real  estate  they  owned  ? 

Mr.  Hagan.  Their  real  estate  which  would  mean  the  farms. 

The  Chairman.  Yes. 

Mr.  Hagan.  Which  showed  an  increase  in  the  three  yeai-s  of 
$3,214,307.62,  or  an  increase  of  approximately  150  per  cent  in  real 

estate  holdings. 

The  Chairman.  That  is  outside  of  their  banking  houses  ? 

Mr.  Hagan.  Yes,  sir;  outside  of  their  banking  houses. 

Now,  the  banks  of  North  Dakota  did  not  desire  to  acquire  this  real 
estate,  but  it  is  just  simply  that  they  were  required  to  take  it  over 
because  the  farmers  were  not  making  a  success  of  it,  and  they  have 
become  overloaded  with  real  estate,  and  the  bankers  of  our  State 
are  learning  a  lesson  in  agriculture,  because  as  they  take  this  land 
<)ver  in  order  to  break  even  until  such  a  time  as  land  might  increase 
in  value  they  must  necessarily  make  the  interest  and  taxes  on  this 
land,  whatever  investment  they  may  have  in  it,  and  they  are  begin- 
ning to  find  out  that  the  farmers  have  been  right  in  saying  that  it 
does  not  meet  the  expense  of  cultivation,  and  they  are  doing  every- 
thing in  their  power  to  prevent  the  taking  over  of  real  estate  at  the 
present  time  in  our  State.  They  are  trying  to  persuade  the  people 
to  remain  on  the  farms  and  continue  to  work  them  and  to  keep  what 
little  equity  they  have  in  them,  and  continue  on  rather  than  that  they 
sliould  take  it  over. 
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Senator  Ladd.  I  presume,  in  a  general  way,  the  same  thing  would 
be  true  of  the  national  banks? 

Mr.  Hag  AN.  I  think  that  is  true  of  the  national  banks,  also;  yes,  sir. 

This  report,  I  think,  illustrates  the  tremendous  increase  that  has 
been  forced  upon  them  in  their  holdings  of  real  estate,  which  is 
against  their  wishes,  I  am  sure. 

The  Chairman.  Have  you  any  figures  or  statistics  to  show  what 
has  been  the  result  of  the  banks  holding  this  extra  real  estate?  I 
suppose  every  bank  that  gets  a  piece  of  real  estate  keeps  a  book  of 
just  exactly  how  they  come  out  on  that  real  estate.  It  would  be  in- 
tt^resting  to  know,  if  you  have  that  information,  how  the  banks  have 
come  out  on  their  operations  of  that  real  estate. 

Mr.  Hagan.  I  have  not  any  statistics  on  that  or  anything  definite, 
but  I  have  talked  with  a  great  many  bankers  of  the  State,  and  those 
with  whom  I  liave  talked  have  said  that  thev  can  not  make  interest 
and  taxes.  Thev  have  conceded  that  to  me,  I  think  without  an  ex- 
caption,  and  I  have  talked  to  a  gre^t  many. 

Senator  Gooding.  Is  it  not  a  fact  in  vour  State  that  manv  of  them 
are  holding  their  farms  because  the  banks  do  not  want  to  foreclose, 
and  if  the  banks  foreclosed  on  everything  that  they  could  out  there 
foreclosures  and  bankruptcy  cases  would  be  a  great  deal  larger  in 
number  than  they  are  now '? 

Mr.  Hagan.  Yes,  sir.  I  know  the  banks  are  holding  a  great  many 
people  on  the  farms  without  foreclosing  on  the  farm.  They  are  try- 
ing to  persuade  them  to  remain  on  so  that  they  won't  have  to  take 
those  farms  over.         y^ 

Senator  GooniNo.'ihat  is  the  condition  in  my  State,  and  so  I 
imagine  likely  it  must  be  your  condition,  because  it  is  the  same  with 
bankers  everywhere.  They  have  discovered  that  the  man  who  is  on 
the  farm  can  come  nearer  paying  the  taxes  than  anybody  else,  and 
they  are  not  foreclosing  out  in  my  State.  They  are  encouraging  the 
f armei-s  to  stay  on  the  farms,  hoping  that  they  will  work  out. 

The  Chairman.  It  is  the  very  best  kind  of  evidence  to  show  whether 
farming  is  profitable  or  not,  where  a  book  account  is  kept  and  charges 
made  of  all  the  expenses  and  credits  made  for  all  the  income  that  be- 
longs to  the  farms,  and  the  banks,  when  they  take  a  faim,  have  to 
keep  that  kind  of  account  of  every  farm  they  take,  and  it  would  be 
a  very  good  demonstration  as  to  whether  you  could  take  land  and 
charge  up  everything  on  both  sides  of  the  ledger  and  make  it  pay. 

Mr.  Hagan.  That  would  be  about  the  best  kind  of  evidence  you 
could  procure. 

The  Chairman.  I  think  so,  yes.  After  all  the  farmer,  it  seems  to 
me,  ought  to  be  allowed  to  make  a  profit  after  he  has  charged  up 
everything  that  a  bank  would  charge  up.  Other  businesses  are 
operated  that  way.  Corporations  do  that.  Of  course  it  is  not  satis- 
fied and  ought  not  to  be  satisfied  unless  on  the  whole  transaction  it 
makes  a  profit.  If  you  can  take  a  farm  and  do  the  same  thing  on  a 
business  principle  and  keep  books  on  it  and  it  brings  in  a  loss,  it  is 
pretty  near  conclusive  evidence  that  there  is  something  wrong  with 
farming  operations. 

Mr.  Hagan.  Now  yesterday  I  gave  the  number  of  sheriff  fore- 
closures in  the  State,  but  you  were  not  here  yesterday.  Senator  Ladd, 
and  I  will  just  review  a  little  of  that. 
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For  the  entire  State  there  were  9.76  per  cent  of  the  total  farms 
foreclosed  on  the  first  11  months  of  1923.  The  county  that  had 
the  largest  amount  went  as  high  as  36.81  per  cent  in  the  fii-st  11 
months  of  1923.  There  was  Ward  County,  the  county  that  my  house 
is  located  in,  in  the  northwestern  section  of  the  State,  which  was  a 
trifle  over  20  per  cent.  That  would  mean  there  was  one  farm  out  of 
every  five.  In  my  county,  McHenry  County,  there  were  something 
over  12  per  cent,  or  one  farm  out  of  every  eight.  In  the  Red  River 
Valley  it  ran  from  about  5  per  cent— I  think  Traill  County  was  a 
little  lower — to  7  and  8  per  cent. 

Senator  Ladd.  They  had  larger  reserves  to  draw  on. 

Mr.  Hagan.  That  is  what  I  tried  to  explain  yesterday,  that  they 
had  larger  reserves  to  draw  on,  and  were  in  a  favored  section  of  the 
State,  where  there  was  a  sufficient  amount  of  moisture,  and  where 
there  was  so  much  moisture  in  fact  that  a  large  part  of  that  country 
had  to  be  drained,  and  that  is  not  in  the  marginal  territory,  and  not 
considered  so  at  all. 

Now  in  explaining  that  yesterday  I  did  not  explain  that  there  were 
a  large  number  of  assignments  of  property  where  farmers  were  giv- 
ing up  and  where  they  did  not  go  through  the  foreclosure  proceed- 
ings at  all,  but  would  assign  their  property  over  to  the  mortgage 
holder  and  then  go  away. 

The  Chairman.  Those  instances  are  not  included  in  the  records 
you  gave  of  the  foreclosures? 

Mr.  Hagan.  They  are  not  included  in  the  records  I  gave  of  the 
foreclosures  at  all.  I  have  no  way  of  arriving  at  that  definitely, 
but  I  know  there  is  a  great  deal  of  it. 

The  Chairman.  1  think  it  is  a  fair  assumption  to  say  any  man 
who  has  had  experience  as  an  attorney  realizes  that  it  very  often  oc- 
curs, instead  of  foreclosing,  a  settlement  is  made  and  the  man  deeds 

the  land  over. 

Senator  Gooding.  I  think  there  are  more  cases  of  that  kind  than 
where  there  are  real  foreclosures.  There  are  in  my  State,  in  my 
own  neighborhood,  that  1  have  knowledge  of. 

Mr.  Hagan.  The  number  of  farms  that  were  lost  in  North  Dakota 
in  the  first  11  months  of  that  year  would  be  much  mo^e  than  the 
figure  I  gave,  which  was  something  over  9  per  cent. 

The  Chairman.  I  should  think  it  is  fair  to  say  that  in  those 
cases  it  often  happens  there  is  more  equity  that  the  farmer  gets  than 
there  is  in  a  forecloslure  case. 

Mr.  Hagan.  Yes.     Sometimes  they  give  him  a  little  money. 

The  Chairman.  Yes.  I  know  in  my  experience  it  is  a  very  com- 
mon thing,  even  when  they  did  not  think  there  was  any  equit\  they 
would  give  them  what  it  would  cost  them  to  foreclose,  at  least,  and 
settle  it  up  at  once  and  save  foreclosure  proceedings. 

Mr.  Hagan.  I  tried  to  get  the  retail  prices  of  farm  machinery 
from  the  International  Harvester  Co.'s  office  at  Bismarck,  where 
they  have  a  distributing  point,  and  where  I  have  lived  for  a  period 

of  years. 

I  called  them  up  over  the  phone  and  asked  them  if  they  could 
give  me  this,  and  told  them  that  I  wanted  it  for  the  purpose  of 
showing  that  the  farmers  were  not  receiving  a  fair  price  for  their 
products,  and  1  was  told  that  they  did  not  know  anything  about 
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the  retail  prices  of  farm  machinery,  which  I  thought  was  a  rather 
peculiar  statement  for  them  to  make,  and  so  I  then  went  to  a  retail 
dealer  at  Bismarck,  and  while  he  did  not  have  things  compiled  in 
a  very  systematic  manner,  and  he  had  to  dig  up  a  great  deal  of  it 
out  of  his  records  and  invoices  and  so  forth,  he  did  give  me  the 
prices  of  quite  a  number  of  implements  that  are  used  on  a  North 
Dakota  farm. 

For  instance,  a  14-inch  gjing  plow  of  the  kind  we  use,  the  retail 
price  was  $125  in  1923,  and  in  1915  the  retail  price  was  $80. 

A  24-foot  harrow,  the  retail  price  in  1923  was  $30,  and  in  1915  it 
was  $18. 

A  16  by  16  disk,  the  retail  price  in  1923  was  $65,  and  in  1915  it 
was  $45. 

A  20-disk  grain  drill,  double  disk,  is  now  $195,  and  in  1915  it  was 
$127.50. 

A  single-disk  grain  drill  in  1923  was  $185,  and  in  1915  it  was  $115. 

An  8-foot  corn  binder  in  1923  was  $245,  and  in  1915  it  was  $168. 

A  12-foot  grain  header  that  they  use  in  parts  of  our  State  in  1923 
was  $400.  and  in  1915  it  was  $200.  That  is  exactly  100  per  cent 
increase. 

In  fact,  all  of  the  machinery  prices  that  he  gave  me  ranged  from 
about  50  per  cent  to  100  per  cent  increase  during  this  time. 

Now,  I  think  I  had  better  read  some  more  of  these  things. 

A  farm  wagon,  U  by  10  inch  skein,  in  1923  was  $150.  and  in  1915 
it  was  $80. 

A  36-incli  wagon  box,  complete,  in  1923  was  $48  and  in  1915  $35. 

A  2-row  corn  planter  in  1923  was  $75  and  in  1915  was  $47.50. 

A  1-row  cultivator  in  1923  was  $57.50,  and  in  1915  it  was  $32.50. 

A  corn  binder  in  1923  was  $200,  and  in  1915  it  was  $150. 

A  potato  planter  in  1923  was  $75,  and  in  1915  it  was  $65. 

A  5-foot  mower  in  1923  was  $90,  and  in  1915  it  was  $55. 

A  10-foot  hayrake  in  1923  was  $45,  and  in  1915  it  was  $30. 

A  sweep  rake  in  1923  was  $40,  and  in  1915  it  was  $21. 

A  hay  stacker  in  1923  was  $90,  and  in  1915  it  was  $45. 

A  gas  engine,  2^-horsepower,  the  ordinary  size  that  is  used  on  the 
farms  for  pumping  water  and  doing  light  engine  work,  in  1923  was 
$77.50  and  in  1915  was  $50. 

A  cream  separator,  500-pound  size,  the  De  Leval,  one  of  the  stand- 
ard makes  and  considered  one  of  the  best,  in  1923  was  $92.50,  and 
in  1915  it  was  $62.50. 

I  might  state  in  connection  with  this,  however,  that  in  1920  I  paid 
$120  for  that  size  myself. 

A  good  bobsled,  the  retail  price  in  1923  was — well  he  could  not 
give  me  that.  He  did  not  know  what  he  was  going  to  charge,  but 
it  cost  him  wholesale  $43,  and  in  1915  it  was  retailed  at  $25. 

Senaton  Ralston.  Mr.  Ha^an,  to  what  are  those  enormous  in- 
creases in  the  price  of  farm  implements  that  you  have  mentioned 
attributed  by  the  dealers? 

Mr.  Hagan.  Well,  I  have  asked  that  question  of  several  dealers, 
and  one  of  the  things  that  they  all  agree  upon  is  the  high  freight 
rates.  And  then  they  also  claim  that  the  material  that  goes  into  the 
raw  material  has  increased,  and  the  labor  costs  have  increased  so  as 
to  make  these  prices. 
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Senator  Ralston.  Have  you  made  any  investigation  to  ascertain 
whether  those  increases  were  natural  or  abnormal,  whether  reason- 
able or  abnormal? 

Mr.  Hagan.  That  is,  you  mean  the  retail  price  ? 

Senator  Ralston.  Yes. 

Mr.  Hagan.  Whether  the  retailer  gets  too  much 

Senator  Ralston.  Whether  considering  the  causes  assigned  for 
the  increases  in  price  you  have  made  any  investigation  to  ascertain 
whether  they  are  normal  increases  or  not. 

Mr.  Hagan.  No  ;  I  have  not.  I  heard  some  testimony  before  the 
Interstate  Commerce  Commission  at  Kansas  City  by  a  representa- 
tive of  the  John  Deer*  Implement  Co.,  of  Moline,  111.,  in  which  he 
stated  that  the  freight  rate  played  a  very  important  part  in  the  in- 
creased price  of  farm  machinery,  and  that  the  farmers  he  claimed 
because  of  the  tremendous  prices  they  were  required  to  get  for  this 
machinery  were  not  able  to  buy  it,  and  were  doing  without  much 
machinery  that  they  ought  to  have,  and  that  their  output  for  1923 
was  only  28  per  cent  of  normal. 

I  did  ask  the  International  man  what  the  prices  were  going  to  be 
for  1924,  and  he  told  me  that  farm  machinery  was  going  to  increase, 
that  the  International  was  going  to  increase  20  per  cent  for  1924, 
and  repairs  15  per  cent.    I  did  not  ask  him  why. 

The  Chairman.  Do  you  know  whether  the  freight  increase  that 
you  have  given  on  grain  applied  to  all  other  things  in  the  same  ratio 
that  you  have  given  to  farm  machinery  ? 

Mr.  Hagan.  No,  I  did  not  make  that  analysis. 

The  Chairman.  What  is  the  increase  in  percentage  in  freight  rates 
on  your  grain  from  Bismarck  ? 

Mr.  Hagan.  Forty-three  per  cent. 

The  Chairman.  You  don't  know  whether  the  same  ratio  of  in- 
crease would  appl}'  to  farm  machinery  ? 

Mr.  Hagan.  No,  sir. 

The  Chairman.  We  know  there  was  some  increase? 

Senator  Gooding.  IVlieat.,  Mr.  Chairman,  was  increased  less  than 
other  farm  product.    The  inceases  were  not  made  quite  as  high  at 

the  time. 

The  Chairman.  Of  course  farm  machinery,  Senator,  is  not  a  farm 
product,  but  it  is  what  the  farmer  has  to  buy,  and  he  has  to  pay  the 
freight. 

Senator  Gooding.  You  had  two  horizontal  increases,  first  by  the 
Director  General  of  Railroads  of  25  per  cent,  and  then  came  the 
Esch-Cummins  Act  under  which  they  were  increased  by  the  Inter- 
state Commerce  Commission  from  25  per  cent  to  45  per  cent  on  all 
railroads  and  on  all  commodities,  a  horizontal  increase  of  33J  per 
cent  from  one  group  of  railroads  to  another.  I  think  the  two  hori- 
zontal increases  of  freight  rates  were  from  67  per  cent  to  71  per  cent. 
Wheat  was  increased  aoout  50  per  cent.  The  increase  is  a  little  less. 
It  did  not  make  the  increase  on  wheat  quite  as  much  as  they  did  on 
other  products,  that  is,  the  percentage,  but  on  the  whole,  take  the 
average  of  farm  products,  it  is  67  per  cent  made  by  the  Government, 
and  the  Government  has  increased  the  price  of  labor  on  the  railroads 
120  per  cent,  even  with  the  reductions  at  the  present  time.  At  one 
time  it  was  147  per  cent,  and  it  was  made  by  the  Government.    That 
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is  what  is  the  matter  with  the  farmer.  He  is  not  responsible  for  tliat. 
He  can  not  help  himself.  He  has  an  impossible  condition  that  is  con- 
fronting him,  brought  about  by  the  Government  itself  in  the  in- 
creased labor  of  2.000,000  men  on  the  railroads  and  increase  of 
freight  rates.  The  farmer  pays  more  freight  rates  than  anybody 
else.  He  has  more  to  ship  as  aii  individual,  and  has  more  to  buy,  as 
far  as  that  is  concerned,  and  longer  hauls.  I  don't  think  it  is  any 
trouble  to  understand  what  is  the  matter  with  the  farmer  in  my  esti- 
mation. The  Government  itself  is  responsible  for  it. 
The  Chairman.  All  right,  Mr.  Hagan. 

Mr.  Hagan.  Now,  I  have  here  a  report  cm  the  cost  of  producing 
wheat  in  our  State  for  1923  that  I  think  might  be  interesting.     This 
is  a  report  that  was  compiled  by  Eex  Willard,  of  the  agricultural 
college  at  Fargo.     They  took  a  number  of  farms  in  different  sections 
of  the  State,  where  they  kept  cost  accounts  of  the  production  of  wheat 
in  our  State,  and  in  1923  he  has  given  the  figure  as  $1.49  a  bushel. 
Senator  Ladd.  As  the  cost  price  of  production  ? 
Mr.  Hagan.  As  the  cost  price  of  production  of  wheat. 
Senator  Ladd.  And  that  does  not  mclude  any  profit  for  the  farmer  ^ 
That  is  the  actual  cost  price  ? 

Mr.  Hagan.  No,  that  does  not  include  profit.     That  is  the  actual 
cost  price. 

I  have  seen  a  report  since  having  these  figures,  from  the  Secretary 
of  Agriculture,  on  the  hard  red  spring  wheat.  That  is,  he  includeil 
North  Dakota  and  South  Dakota.  He  seems  to  have  omitted  Mon- 
tana. I  don't  know  why.  But  he  gave  as  the  cost  in  those  three 
States  $1.21  per  bushel,  excluding  land  rentals. 
Senator  Gooding.  For  what  year? 
Mr.  Hagan.  For  1923. 

Senator  Gooding.  Yes.  but  they  figured  that  on  6  per  cent 
interest,  which  the  farmer  does  not  get. 
Mr.  Hagan.  He  does  not  get  it  in  our  country. 
Senator  Gooding.  No,  and  he  does  not  get  it  in  mine.  I  saw 
those  figures  and  asked  them  what  rate  of  interest  they  figured,  and 
they  said  6  per  cent,  and  in  my  State  they  pay  any^vliere  from  8  to 
10  per  cent. 

Mr.  Hagan.  This  $1.21  as  computed  by  the  Secretary  of  Agricul- 
ture does  not  include  the  interest  on  the  investment  and  does  not 
include  the  taxes,  which  I  would  consider  as  land  rental,  and  he 
had  it  as  $1.21,  so  if  that  was  added  I  think  it  would  be  comparable, 
would  compare  very  favorably  with  the  figures  Mr.  Willard  has 
compiled  from  our  agricultural  college. 

This  was  taken  from  actual  cost  records  of  farmers  who  kept  these 
records  for  the  agricultural  college,  and  then  they  computed  them 
and  took  an  average  for  the  State.  They  would* have  a  group  of 
farmers  in  one  section  of  the  State  and  a  group  of  farmers  in 
another  section  of  the  State,  and  then  they  compared  them  all. 
Senator  Gooding.  Will  you  put  those  figures  in  the  record  ? 
Senator  LaDd.  If  I  understand  con*ectly,  Mr.  Willard  will  be 
here  and  we  can  ask  him  about  that. 

Senator  Gooding.  That  is  all  right.     This  is  on  the  farm?     This 
does  not  include  the  elevators:  it  is  on  the  farm? 
Mr.  Hagan.  Yes,  sir. 
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He  says  in  the  Red  River  Valley  section  the  cost  per  bushel  was 
$1.78.  In  central  North  Dakota  the  cost  per  bushel  was  $1.82.  In 
the  northwest  section  of  the  State  the  cost  per  bushel  was  $1.11. 
In  the  southwest  portion  of  the  State  the  cost  per  bushel  was  $1.20. 
The  average  for  the  Stiite  taken  from  these  figures  is  $1.49. 

The  Chairman.  Now,  what  about  the  crop  that  year?  What 
kind  of  a  crop  was  it? 

Mr.  Hagan.  The  crop  was  low  in  yield  this  year — that  is,  the 
year  of  1923.  It  was  a  little  below  the  average.  The  average  for 
the  State  is  about  10  bushels  per  acre,  or  approximately  10  bushels, 
over  a  period  of  years,  and  this  year  these  figures  were  computed 
on  the  basis  of  8.2  bushels.  However,  since  that  time  the  agricul- 
tural statistician  reports  that  the  average  yield  for  1923  was  7.1 
bushels.  So  if  it  was  figured  on  the  latest  average  it  would  still  be 
at  a  higher  cost. 

The  average  price  that  we  received  in  North  Dakota  for  wheat  on 
December  1,  1923,  as  given  by  the  agricultural  statistician  was  86 
cents. 

Senator  Ladd.  When  was  that? 

Mr.  Hagan.  On  December  1,  1923. 

Senator  Ladd.  That  was  for  No.  1  ? 

Mr.  Hagan.  That  would  be  for  No.  1  wheat.  Understand  that 
our  wheat  does  not  all  grade  No.  1.  There  is  a  great  deal  of  it  that 
grades  No.  2,  No.  3,  No.  4,  No.  5,  and  sample  grading,  and  while 
this  year,  judging  from  my  experience  with  the  elevators  and  re- 
ports from  them,  probably  No.  2  would  be  an  average  grade  for 
this  year. 

The  Chairman.  Now,  what  was  the  price  ? 

Mr.  Hagan.  That  price  would  be  about  3  cents  less. 

Senator  Ralston.  Mr.  Chairman,  let  me  ask  right  in  that  connec- 
tion this  question:  It  may  be  really  foreign  to  the  point  at  issue 
right  now,  but  I  have  no  knowledge  on  the  subject,  and  I  don't 
know  whether  it  has  ever  been  investigated  or  not,  or  whether 
there  is  any  ground  for  what  is  in  my  mind,  but  to  what  extent 
do  farmers  suffer  by  the  arbitrary  grading  of  wheat  by  an  ele- 
vator man.    Has  that  question  ever  been  up  ? 

The  Chairman.  There  has  been  a  great  deal  of  discussion  about 
that. 

Senator  Gooding.  That  was  presented  here  last  winter. 

Senator  Ralston.  You  knew  about  this? 

Senator  Gooding.  The  elevators  take  every  advantage  that  they 
can. 

The  Chairman.  Nobody  ought  to  underestimate  the  importance 
of  the  subject,  because  a  great  deal  of  difference  can  be  brought  about 
by  the  grading  of  the  grain.  There  is  not  any  question  about  that. 
It  is  a  very  important  thing. 

Senator  Gooding.  It  gives  the  elevators  an  opportunity,  if  they 
are  inclined  to  take  advantage  of  it. 

The  Chairman.  It  is  natural  that  the  buj^er  would  try  to  have  it 
graded  down  as  low  as  possible  and  the  seller  as  high  as  possible. 

Senator  Gooding.  The  fixing  of  grades  has  not  inured  to  the  inter- 
est of  the  farmer,  has  it,  Senator  Ladd,  at  all  ? 
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Senator  Ladd.  No,  sir;  it  has  not.  Not  only  that,  but  very  fre- 
quently the  elevator  man  has  had  instructions  that  no  grain  of  a 
particular  class  for  that  year  should  be  graded  above  a  certain  grade, 
and  of  that  I  have  official  records. 

The  Chairman.  This  witness  gave  us  some  testimony  yesterday 
about  a  law  that  it  is  his  duty  in  North  Dakota  to  administer  which 
has  been  held  up  by  an  injunction  for  the  last  two  or  three  years, 
and  you  will  remember  he  called  our  attention  to  one  of  the  things 
that  the  law  provided  for,  and  that  was  for  the  payment  to  the 
farmer  for  the  dockage,  if  it  was  valuable,  or  the  return  to  the 
farmer  of  the  dockage.  As  I  understand  it,  there  is  some  dockage 
that  is  very  valuable. 

Mr.  Hagan.  Yes,  sir ;  it  has  a  market  value. 

The  Chairman.  Yes ;  it  has  a  market  value. 

Mr.  Hagan.  There  are  times,  especially  when  other  feed  grains 
are  high  priced,  it  has  a  very  high  market  value,  and  under  the 
present  conditions,  with  this  injunction  hanging  over  the  initiated 
grain  grading  act,  they  are  not  required  to  give  back  any  of  that 
to  the  farmer  or  to  pay  him  for  it,  and  we  contend  in  North  Dakota 
that  this  is  valuable  dockage,  and  after  the  cleaning  charges  have 
been  deducted  the  balance  of  it  belongs  to  the  farmer.  Authority 
is  given  the  supervisor  of  grades,  weights,  and  measures  to  formu- 
late rules  governing  that,  and,  of  course,  that  is  one  of  the  objections 
that  especially  the  old-line  elevators  make,  because  for  years  and 
years,  outside  of  the  short  time  that  the  1919  grain  grading  act  in 
North  Dakota  was  in  operation,  they  have  been  appropriating  that 
unto  themselves. 

The  Chairman.  That  is,  you  have  been  prohibited  by  this  in- 
junction from  looking  after  that? 

Mr.  Hagan.  Yes,  sir.    I  am  prohibited  and  restrained. 

Senator  Ladd.  Before  the  in]  unction  was  secured  is  it  not  a  fact 
that  some  of  the  elevators  were  obliged  to  and  did  pay  the  farmers 
for  a  single  elevator  several  thousand  dollars  ? 

Mr.  Hagan.  Yes,  sir.  I  think  there  was  some  elevator,  as  I  recall 
it,  that  paid  something  like  $18,000  back. 

Senator  Ladd.  That  is  right. 

The  Chairman.  In  how  long  a  time  ? 

Mr.  Hagan.  Well,  it  was  during  one  season. 

Senator  Gooding.  In  dockage  ? 

Mr.  Hagan.  Yes ;  for  dockage. 

The  Chairman.  They  don't  account  for  that  at  all  now  ? 

Mr.  Hagan.  No  ;  they  don't  account  for  it  at  all. 

Senator  Gooding.  Let  me  ask  you  about  moisture.  Sometimes  the 
wheat  in  your  counti-y  does  not  reach  the  standard  of  moisture  pre- 
scribed, does  it? 

Mr.  Hagan.  No.    It  usually  does  not. 

Senator  Gooding.  Does  the  farmer  get  any  benefit  for  below 
standard  ? 

Mr.  Hagan.  No,  sir. 

Senator  Gooding.  That  is  what  I  understand  out  in  my  country. 
It  is  seldom  that  it  ever  goes  over.  This  year  it  was  a  wet  year  and 
it  went  over. 
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Mr.  Hagan.  The  wheat  in  our  State  very  seldom  exceeds  the  mois- 
ture as  prescribed  by  the  Federal  standard,  but  we  receive  no  benefit 
from  it  if  it  is  lower.    We  receive  no  benefit  at  all. 

Senator  Gooding.  That  measure  came  out  of  the  Department  of 
Agriculture,  too,  didn't  it  ?    Do  you  remember  that,  Mr.  Chairman  % 

The  Chairman.  The  grain  grading  act.  Senator,  was  introduced 
and  championed  by  the  Senator  from  North  Dakota,  Mr.  McCumber. 
He  kept  at  that  for  a  long  time,  until  he  succeeded,  until  we  passed 
the  grain  grading  act,  and  I  think  that  is  the  act  that  is  now  on  the 
Federal  statute  book  and  is  being  enforced. 

Senator  Gooding.  I  think  the  Secretary  of  Agriculture  was  gen- 
erally asking  for  it,  but  it  has  not  worked  out  well  for  some  reason 
or  other. 

The  Chairman.  I  think  there  were  some  good  things  about  it,  and 
I  am  not  criticizing  the  Senator  from  North  Dakota. 

Senator  Gooding.  There  were  some  good  features,  in  my  judg- 
ment, in  that  act,  but  there  were  some  very  bad  features  also  in  the 
law  as  it  was  administered  by  the  Secretary  of  Agriculture,  as,  for 
instance,  the  15  per  cent  moisture. 

The  Chairman.  And  complaint  has  come  on  account  of  rules 
and  regulations  that  have  been  made  by  the  Department  of  Agricul- 
ture in  carrying  the  law  into  effect. 

Senator  Ladd.  Yes :  and  there  were  many  features  that  are  unfair 
to  the  farmer  and  favorable  to  the  millmen. 

Mr.  Hagan.  Of  course  the  act  gives  the  Secretary  of  Agriculture 
very  broad  power  in  formulating  rules  regulating  the  grading  and 
weighing  of  grain,  and  there  are  some  features  about  those  rules 
and  regulations  that  we  do  not  like  particularly.  We  have  had 
numerous  hearings  before  the  Secretary  of  Agriculture,  both  out 
through  the  country  and  here  in  Washington,  and  we  have  gotten 
but  very  little  consideration  in  the  final  analysis.  Very  little.  I 
will  say  that. 

Senator  Ladd.  The  terminal  men  seem  to  get  their  influence  in 
last. 

Mr.  Hagan.  I  think  I  have  attended  most  of  those  hearings,  and 
T  never  attended  a  hearing  except  that  the  terminal  elevator  men 
and  the  millers  were  always  represented  by  some  of  the  very  best 
skill  that  they  could  produce,  sometimes  by  attorneys  of  considerable 
skill  in  the  grain  trade. 

Senator  Ladd.  If  the  wheat  contained  about  12  per  cent  moisture, 
by  the  time  it  is  converted  into  flour  in  the  mills  it  usually  con- 
tains the  full  15  per  cent,  does  it  not? 

Mr.  Hagan.  Yes,  sir.  They  temper  it  by  adding  moisture  to  it 
for  milling  purposes;  but  if  it  contains  a  certain  percentage  of 
moisture  above  the  prescribed  moisture  content,  then  we  are  pen- 
alized for  that,  although  they  put  in  the  moisture  to  grind  the  wheat. 
That  is  one  of  the  objections  we  have  to  it,  in  case  we  have  excess 
moisture  some  years. 

Senator  Ladd.  But  in  North  Dakota,  as  a  rule,  there  is  almost  no 
excess  moisture? 

Mr.  Hagan.  No;  no  moisture. 

Senator  Ladd.  In  the  other  more  moist  regions  there  would  be,  in 
southern  Minnesota. 
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Mr.  Hagan.  Yes.  On  that  point  drought  localities  would  get  liit 
worse  than  North  Dakota  would  get  hit. 

Senator  Ladd.  But  we  get  no  benefit? 

Mr.  Hagan.  Nobody  would  get  any  benefit  except  the  miller.  He 
does  get  benefit  sometimes. 

Senator  Ladd.  Yes. 

Mr.  Hagan.  Another  thing  in  the  rules  that  we  do  not  like  in 
North  Dakota  is  the  rule  on  foreign  material,  in  grading  grain  down 
because  it  contains  foreign  material.  We  take  the  position  that  the 
wheat  should  be  graded  and  the  foreign  material  used  as  dockage 
rather  than  to  permit  a  certain  amount  of  foreign  material  in  the 
wheat  to  reduce  the  grade  of  the  wheat. 

The  Chairman.  Let  us  consider  for  a  moment  tliat  foreign  mate- 
rial.   Sometimes  it  is  rye,  is  it  not? 

Mr.  Hagan.  Yes,  sir ;  it  is  sometimes  rye. 

The  Chairman.  That  cuts  down  the  price  by  reducing  the  grade? 

Mr.  Hagan.  By  reducing  the  grade. 

The  Chairman.  Then  they  take  the  rye  out,  and  it  has  a  value  on 
the  market,  the  same  as  any  other  rye  would  have? 

Mr.  Hagan.  Yes,  sir. 

The  Chairman.  There  would  In?  an  illustration,  as  I  understand 
it,  of  where  the  elevator  man  would  get  the  advantage  of  the  pro- 
ducer, in  that  he  is  not  required  to  ac^-ount  for  that  rye  that  he  takes 
out. 

Mr.  Hagan.  Yes,  sir. 

The  Chairman.  Would  that  be  dockage? 

Mr.  Ha(,ax.  There  is  a  certain  amount  that  is  permitted  in  thei-e 
after  that  goes  through  screening.  If  there  is  over  a  certain  amount 
of  rye  left  in,  or  barley  or  wild  oats,  commonly  known  as  mill  oats, 
or  any  other  foreign  material 

Senator  Ladd.  Cockle. 

Mr.  Ha<jan.  Cockle  and  wild  pea,  etc.,  and  then  they  reduce 
the  grade  on  what  is  left  in  there,  which  reduces  the  price. 

Senator  Ladd.  And  they  do  this  on  the  basis  that  the  cockle  and 
the  wild  pea,  if  it  is  in  the  flour,  it  injures  the  quality  of  the  flour. 
Is  not  that  correct  ( 

Mr.  Hagan.  Yes,  sir. 

Senator  Ladd.  But  is  it  not  a  fact  that  it  is  also  claimed  that  by 
modern  methods  of  milling  and  cleaning  all  this  can  be  and  is  re- 
moved ? 

Mr.  Hagan.  It  is  removed.  That  is  the  way  I  understand  it. 
There  is  very  little  of  it  left  in,  and  any  part  that  might  be  left  in 
would  not  be  injurious  to  the  flour,  and  they  have  modern  processes 
by  which  they  can  eliminate  it. 

The  Chairman.  Now  you  think,  if  that  is  reudced  to  its  last 
analysis,  there  ought  to  be  a  reduction  made  for  this  dockage  unless 
the  dockage  itself  is  as  valuable  as  the  wheat,  but  it  ought  not  to 
be  entirely  excluded.  If  it  has  any  value  at  all,  whatever  value  this 
dockage  has,  the  man  who  owns  the  wheat  and  sells  it  ought  to  get 
credit  for  it.     Is  that  rigl^t  ? 

Mr.  Hagan.  We  take  this  position,  that  where  that  dockage  can 
be  removed  and  is  removed  the  elevator  should  be  permitted  to  make 
a  charge  and  should  be  paid  for  the  cleaning  process,  and  after  that 
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the  farmer  is  entitled  to  the  market  value  of  that  dockage,  whatever 
might  \ye  its  market  value. 

Senator  Ladd.  But  they  must  keep  clearly  in  mind  the  diiference 
between  the  dockage  and  foreign  matter. 

The  Chairman.  Well,  I  am  speaking  of  dockage  only  that  has 
value.  Now  of  course  that  value  is  less.  Senator,  than  the  wheat 
itself,  and  there  ou£:ht  to  be  a  deduction  made  in  the  price  of  the 
wheat,  and  then  credit  ought  to  be  given  for  whatever  the  value 
of  the  dockage  is. 

Mr.  Hagan.  But  in  the  case  of  dockage,  they  would  say  there  if 
10  per  cent  dockage,  and  they  don't  pay  you  anything  for  that. 
They  take  that  right  off.     That  dockage  many  times  embraces  a 
considerable  portion  of  flaxseed,  which  is  worth  two  and  a  half 
times  as  much  as  the  wheat. 

Tlie  Chairman.  In  that  case  they  ought  to  get  more,  it  seems  to 
me.  In  other  words,  suppose  I  had  a  bushel  of  wheat,  and  there 
was  10  per  cent  of  rye  in  it.  Now^  when  you  take  that  10  per  cent 
out  you  would  not  have  a  bushel  of  wheat  left.  You  ought  to  be 
paid  for  whatever  w^ieat  there  is  there,  and  then  you  ought  to  be 
paid  for  the  value  of  the  rye  there,  less  the  expense  of  separating  it. 

Mr.  Hagan.  You  ought  not  to  be  paid  only  for  that,  but  for  the 
value  of  the  dockage  there  is  there,  because  that  dockage  is  sent  by 
carload  lots  after  it  is  cleaned  by  the  local  elevator  directly  to  Min- 
neapolis, where  the  grain  is  sold,  and  has  a  value  every  day. 

The  Chairman.  I  understand  that,  or  at  least  I  think  I  do,  and 
that  is  why  I  included  that  in  my  question.  Let  me  repeat  that 
question.  Senator,  and  I  wish  the  witness  would  tVllow  this.  Sup- 
pose wheat  is  worth  a  dollar  a  bushel,  and  you  present  a  bushel  of 
wheat  to  me  and  there  is  10  per  cent  rye  in  it,  and  suppose  rye  is 
only  worth  50  cents  a  bushel.  Now  if  you  take  that  rye  out  of  that 
bushel,  there  is  not  a  bushel  of  wheat  left.  Now  I  should  pay  you 
for  whatever  wheat  is  left.  On  the  other  hand,  I  ought  to  give  you 
credit  for  the  value  of  the  rye  that  I  take  out,  less  the  cost  of  taking 
it  out.    Is  that  a  correct  statement  of  the  operation? 

Mr.  Hagan.  I  don't  follow  you  completely  there.  Wlieat  is 
worth  a  dollar  a  bushel,  and  then  there  is  10  per  cent  of  rye? 

The  Chairman.  Ten  per  cent  of  rye,  and  I  take  it  out.  Tliat  is 
dockage. 

Senator  Ladd.  And  you  pay  for  the  bushel  of  wheat,  which  is 
more  than  the  wheat  would  be  worth  for  the  wheat  itself. 

The  Chairman.  I  pay  at  the  rate  of  a  dollar  a  bushel,  which 
would  not  be  quite  a  dollar  in  this  case. 

Senator  Ealston.  It  would  be  90  cents. 

The  Chairman.  It  would  be  90  cents,  yes. 

Senator  Ladd.  You  would  pay  for  the  amount  of  wheat  you  got. 
but  if  there  happened  to  be  a  little  cockle  or  wild  pea  in  there  they 
grade  that  down  again  and  make  the  grade  lower,  but  when  they 
get  it  down  to  the  mill  all  that  is  taken  out  and  the  wheat  is  then 
raised  from  No.  2  to  No.  1. 

The  Chairman.  I  understand.     And  they  get  a  higher  rate  for  it. 
Senator  Ladd.  They  get  a  higher  rate  for  it. 

The  Chairman.  And  the  farmer  ought  to  get  the  benefit  of  it. 
But  still  there  is  not  a  bushel  of  wheat  left. 
Senator  Ladd.  No. 
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The  Chairman.  That  might  change  it  from  No.  2  grade  to  No.  1 
grade,  whatever  is  left,  and  he  ought  to  get  the  benefit  of  that. 
Likewise  he  ought  to  get  the  market  vahie  of  whatever  you  have 
taken  out. 

Senator  Ladd.  Less  the  cost  of  taking  it  out. 

The  Chairman.  Yes;  less  the  cost  of  taking  it  out. 

Senator  Goodinc..  Let  me  put  it  this  way,  Mr.  Chairman.  There 
is  60  pounds  to  a  bushel  of  wheat,  and  5  pounds  is  foreign  matter. 
The  difference  consists  of  what  they  call  dockage.  Now  I  under- 
stand that  they  take  out  that  5  pounds,  and  they  only  pay  him  for 
55  pounds  of  wheat? 

The  Chairman.  Yes. 

Senator  Gooding.  I  asked  the  question,  do  they  put  a  certain  per 
cent  because  that  foreign  matter  is  in  the  60  pounds  to  commence 
with  ? 

Mr.   Hagan.  You  mean   grade   it   down? 

Senator  Gooding.  Grade  it  down. 

Mr.  Hagan.  They  would  take  a  small  quantity  in  a  tester,  then 
they  run  that  through  a  screen,  and  whatever  dockage  is  taken  out, 
of  course  the  farmer  does  not  get  anything  for.  You  understand 
that. 

Senator  Gooding.  No;  I  don't  understand  that. 

Mr.  Hagan.  If  there  is  some  remaining  in  there  after  going 
through  the  ordinary  screening  device  that  the  elevator  man  would 
use,  the  grade  is  reduced. 

Senator  Gooding.  I  understand. 

Mr.  Hagan.  He  only  gets  pay  for  the  number  of  pounds  of  wheat 
that  are  left,  and  if  there  is  a  little  foreign  material  left  in  there  he 
would  be  paid  for  that  small  amount,  you  understand,  but  it  reduces 
the  grade,  and  he  gets  a  less  price  for  that  bushel,  and  a  small  por- 
tion of  some  of  this  foreign  material  is  permitted  in  the  higher 

grades. 

Senator  Gooding.  And  on  all  those  things  the  elevator  man  passes 

himself? 

Mr.  Hagan.  Yes:  he  passes  on  that  himself,  and  the  Deaprtinent 
of  Agriculture,  even  though  it  has  broad  powers  under  the  United 
States  grain  standards  act,  does  not  presume  to  take  jurisdiction  of 
the  local  elevators  throughout  the  country.  They  only  work  at  termi- 
nal points.  Under  our  State  law  we  are  trying  to  make  this  also 
apply,  to  see  that  the  correct  grade  is  given  at  the  local  market  point. 

Senator  Gooding.  Your  work  is  supervisory,  in  other  words? 

Mr.  Hagan.  Yes,  sir;  at  the  local  point,  where  the  Federal  De- 
partment of  Agriculture  does  not  presume  to  take  any  jurisdiction. 

The  Chairman.  But  this  is  the  law  which  you  are  restrained  from 

enforcing?  . 

Mr.  Hagan.  We  are  restrained  from  operating  that  now  and,  as 
I  said  yesterday,  so  far  as  the  grading  of  grain  is  concerned  now  in 
North  Dakota,  the  sky  is  the  limit.  There  is  no  one  that  can  prevent 
i^hem  from  taking  as  much  or  as  little  as  they  like,  as  a  legal  matter. 

The  Chairman.  If  there  is  any  dispute  the  elevator  man  decides 

that?  ,        ..  Ox  X     1 

Mr.  Hagan.  He  decides  that  now,  but  if  our  State  law  was  in 

operation  a  case  of  that  kind  would  be  taken  before  the  department, 
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and  it  would  be  properly  graded  by  a  Federal  licensed  inspector, 
and  a  certificate  issued  for  it  in  this  controversy. 

Senator  Heflin.  Your  farmer  now  has  no  appeal  ? 

Mr.  Hagan.  He  has  no  appeal  now.    None  whatever. 

Senator  Gooding.  And  the  condition  is  getting  worse  all  the  time  ? 

Mr.  Hagan.  Getting  worse. 

Senator  Gooding.  And  it  is  in  every  other  line.  There  is  no  ques- 
tion about  that. 

Mr.  Hagan.  It  is  getting  worse. 

Senator  Heflin.  A  few  years  ago  the  cotton  exchanges  had  what 
they  called  a  committee  on  grades,  and  they  did  that  themselves, 
just  as  they  are  doing  on  your  wheat,  and  we  changed  that  and  gave 
the  right  of  appeal  to  the  party  to  bring  the  samples  to  the  Agricul- 
tural Department  here  and  let  experts,  disinterested  parties,  determine 

the  grade. 

Mr.  Hagan.  That  is,  you  had  a  State  law  covering  that,  did  you? 

Senator  Heflin.  A  United  States  law. 

Mr.  Hagan.  Yes.     That  is  on  cotton. 

Senator  Heflin.  But  before  that,  the  man  who  sold  the  cotton  had 
no  appeal.  The  committee  of  the  exchange  fixed  it  just  as  they  are 
fixing  it  now  on  your  wheat. 

The  Chairman.  As  the  witness  has  said,  in  North  Dakota  the  juris- 
diction of  the  Government  does  not  extend  to  the  local  elevators,  to 
regulate  what  happens  between  the  farmer  and  the  local  elevator. 
That  is  what  the  State  of  North  Dakota  undertook  to  control  by  the 
passage  of  that  law  which  the  witness  tells  us  he  was  prevented  from 
enforcing  by  a  Federal  injunction,  which  is  now  pending  in  the 
Supreme  Court.  If  the  Supreme  Court  upholds  that  law  the  contro- 
versy will  be  over. 

Senator  Heflin.  This  Federal  law  could  be  amended  to  extend  its 
jurisdiction. 

The  Chairman.  Of  course,  if  the  Supreme  Court  upholds  the  law 
the  thing  is  all  settled  in  North  Dakota. 

Senator  Gooding.  The  grain-grading  act  just  gives  the  dishonest 
elevator  man — and  there  may  be  one  occasionally — an  opportunity  to 
hide  behind  the  Government.     Is  not  that  the  case? 

Mr.  Hagan.  It  gives  him  an  opportunity  to  take  advantage  of 
the  farmer  if  he  desires  to  do  so. 

Senator  Heflin.  And  yet  that  is  the  law. 

Mr.  Hagan.  I  will  not  say  they  are  all  dishonest,  but  there  is  a 
percentage  of  elevator  men  who  are  dishonest,  the  same  as  there  is 
a  percentage  of  men  in  any  other  occupation  who  are  dishonest, 
and  they  have  the  opportunity  to  take  advantage  of  their  dishonesty. 

Senator  Ladd.  Is  not  this,  m  substance,  the  fact,  that  the  elevators 
of  Minnesota  a  few  years  ago  said,  in  substance,  that  they  did  not 
get  a  square  deal  when  they  shipped  their  grain  to  the  terminal 
elevators,  and  they  got  a  law  passed  to  protect  them,  but  they  for- 
got, in  doing  that,  to  extend  that  law  back  to  the  local  elevator,  to 
protect  the  farmer  here  at  the  local  elevator,  and  the  mills  object 
to  the  law  for  the  farmer,  although  they  wanted  it  for  themselves? 

Mr.  Hagan.  They  object  to  it,  and  the  farmers  do  not  get  that 
protection. 
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Senator  Ralston.  Is  it  a  fact,  Mr.  Chairman,  that  there  can  be 
a  considerable  percentage  of  foreign  matter  ground  up  into  tlie  flour 
without  diminishing  the  quality  of  the  flour? 

The  Chairman.  It  depends  upon  the  character  of  the  foreign 
matter,  you  understand.  I  have  heard  experts  testify  at  various 
times  that  there  are  some  things  that  will  inci-ease  rather  than 
diminish  the  value  of  the  flour  for  some  purposes.  There  may  be 
more  gluten  in  it,  more  food  value,  although  the  flour  might  not  be 
as  white.  I  presume  this  witness  can  tell  us  exactly  what  the  facts 
are. 

Mr.  Hagan.  There  was  a  bulletin  issued  by  the  Department  of 
Agriculture,  known  as  Bulletin  No.  828,  a  few  years  ago  that  in  sub- 
stance said  this :  That  rye  in  wheat  not  to  exceed  3  per  cent  did  not 
materially  aft'ect  the  quantity  or  quality  of  the  flour.  That  was  in 
substance. 

Senator  Ladd.  And  that  would  apply  to  the  rye  in  the  North 
Dakota  wheat,  would  it  not? 

Mr.  Hagan.  Yes. 

Senator  Ladd.  And  as  a  matter  of  fact  is  it  not  true  that  probably 
a  large  measure  of  those  experiments  were  actually  made  in  North 
Dakota  ? 

Mr.  Hagan.  Yes ;  they  were  made  in  North  Dakota. 

Senator  Gooding.  How  about  barley?  It  still  makes  a  whiter 
flour  than  wheat  ? 

Mr.  Hagan.  Barley  is  a  rather  difficult  grain  to  separate,  ])ut  they 
do  separate  it,  and  I  don't  know  whether  it  makes  a  whiter  flour  or 
not,  but  it  is  not  very  much  liked  by  the  miljers,  of  course.  But 
you  take  3  per  cent  of  rye  in  wheat,  left  in  after  it  is  screened,  they 
would  give  us  No.  3  for  that — No.  3  grade^  even  though  the  wheat 
weighed  60  pounds  to  the  bushel  itself. 

The  Chairman.  Suppose  you  took  that  rye  out.  What  grade 
would  it  be  then  ? 

Mr.  Hagan.  If  we  took  the  rye  out  it  would  be  No.  1,  but  accord- 
ing to  the  United  States  Department  of  Agriculture  bulletin  that 
would  not  affect  the  quality  of  the  flour  at  all. 

The  Chairman.  Exactly.  That  is  the  point  that  the  Senator  from 
Indiana  wanted  to  have  brought  out. 

Mr.  Hagan.  Now,  I  would  like  to  sum  up  briefly  such  suggestions 

as  I  have. 

One  of  the  difficulties  the  farmer  is  experiencing  at  the  present 
time,  as  I  stated  yesterday,  is  that  he  is  selling  a  product  on  a  price 
establislied  by  a  war-ridden  bankrupt  Europe,  and  he  is  purchasing 
the  product  that  he  needs  on  his  farm  in  a  very  highly  protected 
American  market.    That  is  one  of  the  things. 

Another  thing  that  is  going  through  right  at  this  time 

Senator  Gooding.  What  do  you  call  a  protected  market  ? 

Mr.  Hagan.  Why,  on  manufactured  goods. 

Senator  Gooding.  There  is  not  any  protection  on  farm  machinery. 

Mr.  Hagan.  Well,  but  there  is  on  the  raw  products  that  go  into  it. 

Senator  Gooding.  That  go  into  it ;  yes. 

Mr.  Hagan.  That  eventually  get  there  and  helps  make  the  price 

larger. 

Senator  Gooding.  It  is  very  little.    Have  you  looked  that  up? 
Mr.  Hagan.  No;  I  have  not  looked  it  up  definitely. 
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Senator  Gooding.  I  have  those  figures.    It  is  very  small. 

Mr.  Hagan.  But  I  know  that  they  have  some  protection.  Also, 
the  matter  of  clothing. 

The  Chairman.  Suppose  we  take  paint,  for  example.  Now,  did 
you  look  that  up  on  the  tariff  schedule? 

Mr.  Hagan.  No;  I  didn't. 

The  Chair^ian.  Paint  and  white  lead.  But  I  don't  suppose  we 
want  to  go  into  a  tariff  discussion. 

Senator  Gooding.  Unless  we  want  to  take  it  off  of  wheat  and 
everything  else,  and  I  don't  imagine  AVe  want  to  do  that,  Mr. 
Chairman. 

There  is  less  tariff  on  what  the  farmer  buys  than  on  what  anybody 
else  buys  in  America.  There  is  none  on  lumber,  none  on  shingles, 
none  on  boots  and  shoes,  none  on  clothes,  none  on  farm  machinery. 
Take  everything  that  the  farmer  buys,  and  he  has  more  on  the  free 
list  than  any  other  class  of  citizens  in  the  country. 

The  Chairman.  He  has  to  buy  clothes. 

Senator  Gooding.  Yes;  he  buys  clothes.  We  all  have  to  buy 
clothes. 

The  Chairman.  And  according  to  his  business,  I  think,  he  buys 
more  paint  than  any  other  class  of  people  in  the  world. 

Senator  Gooding.  Not  in  the  last  10  years,  Mr.  Chairman. 

Mr.  Hagan.  He  has  not  had  any  money  to  buy  it. 

Senator  Ladd.  Neither  has  the  other  man  any  money  to  buy  it. 

riie  Chairman.  The  things  that  go  into  paint  are  very  high. 

Senator  Heflin.  He  buys  more  sugar,  and  pays  3  cents  a  pound 
on  sugar,  and  he  pays  a  tariff  on  salt. 

Senator  Gooding.  You  don't  think  he  is  affected  by  the  tariff  on 
salt  out  in  the  interior,  do  you? 

Senator  Ralston.  I  don't  think  we  can  agree  on  that  question.  I 
tJiink  we  had  better  stay  away  from  it. 

Mr.  Hagan.  Yes.  I  just  wanted  to  mention  that  to  show  his 
condition. 

Another  thing  that  is  affecting  the  farmer  very  materially  is  the 
increase  in  freight  rates  since  August,  1918,  because  the  price  of 
his  product  is  established  by  the  terminal  market  less  the  freight 
charge. 

Senator  Gooding.  Including  1918,  because  the  first  25  per  cent 
increase  occurred  in  1918. 

Mr.  Hagan.  The  first  25  per  cent  was  added  in  1918,  and  we  think 
that  it  is  exorbitant.  To  be  frank  with  you,  I  will  say  that  the 
majority  of  the  people  of  our  State  believe  that  the  law  that  is  now 
in  effect,  the  Federal  law,  relative  to  freight  rates,  should  be  modi- 
fied or  repealed.  That  is  their  honest  opinion.  I  am  giving  this  as 
the  general  opinion  of  the  people  of  our  State.  Something  must 
be  done  with  that  in  order  to  reduce  the  freight  rates.  They  can 
not  stand  that  burden.  It  is  too  heavy.  Just  how  that  should  be 
done,  or  just  on  what  basis  I  won't  presume  to  mention,  but  I  will 
say  that  the  Congress  enacted  that  law  and  the  result  is  that  our 
fieight  rates  are  too  high,  and  I  think  it  is  up  to  Congi-ess  to  find 
the  remedy.  They  know  how  they  made  the  law,  and  they  ought 
to  know  how  to  find  the  remedy. 

Senator  Gooding.  Congress  increased  the  price  of  2,000,000  men 
on  the  railroads  120  per  cent,  so,  of  course,  as  a  matter  of  necessity 
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there  should  have  been  some  increase,  in  freiglit  rates,  but  not  to  the 
extent  that  they  have  been  increased. 

*u^xT  p^®^^-  ^^  believe  that  agriculture  is  the  basic  industry  of 
the  Nation,  and  we  believe  that  it  should  be  permitted  to  live/and 
taking  aU  ot  these  combinations  together,  agriculture  can  not  live 
under  those  conditions,  unless  you  lower  the  standard  of  living  below 
that  which  the  American  farmer  ought  to  have. 

Senator  Heflin.  What  percentage  of  the  farmers  in  your  section 
of  the  country  are  involved  in  debt  and  have  mortgaged  their 

The  Chairman.  Senator,  just  as  a  matter  of  saving  time,  the  wit- 
ness has  been  over  that  very  fully. 

Senator  Heflin.  He  has  been  over  that? 

The  Chairman.  Yes;  and  I  hope  we  will  not  have  to  so  over  it 
again.  ° 

Senator  Heflin.  If  he  has  already  stated  it,  I  do  not  want  to  ffo 
mto  it  again.  ^ 

Mr.  Hagan.  It  is  all  in  the  record,  but  answering  your  question 
there  I  will  say  that  practically  all  of  the  farmers  of  our  State  are 
m  debt. 

Senator  Heflin.  This  talk  about  people  being  prosperous  and 
prosperity  having  returned  is  not  correct  ? 

i^  ¥^:  Hagan.  The  farmer  has  not  felt  that  prosperity  vet  in  North 
iJakota,  but  the  farmer's  equity  in  his  property  is  diminishing  year 
by  year,  and  he  is  using  up  his  equity. 

Senator  Gooding.  Only  the  farmer's  boy  who  lias  left  the  farm 
^'^^T^^^T  ^^^  industry  is  prosperous,  and  most  of  them  are  leaving. 
Mr.  Hagan.  Our  condition,  which  I  think  is  the  same  as  in  other 
fetates,  as  I  understand  it,  from  my  observation  and  experience  in 
talking  with  other  people  in  other  States,  is  that  it  is  ahnost  an  im- 
possibility to  keep  the  boys  and  girls  on  the  farm  any  more     The 
higher  wages  which  industry  is  able  to  offer  are  an  inducement  for 
them  to  go  away.    Whether  they  better  their  condition  in  a  finan- 
cial way  or  not,  I  am  not  so  sure,  but  I  do  know  that  it  is  very 
appealing  to  them.     They  are  getting  tired  of  remaining  on  the 
farms  year  after  year,  working  long  hours  and  working  hard,  and 
at  the  end  of  the  year  finding  that  they  are  no  better  off  and  in 
many  instances  worse  off  than  they  were,  and  using  up  their  equity, 
and  I  think  the  younger  people  are  a  little  quicker  in  seeing  that 
than  the  older  people  do,  and  the  older  people,  while  they  do  see  it 
are  not  m  position  to  make  the  change,  and  something,  we  think' 
must  be  done  to  assist  agriculture  to  get  back  on  its  feet.     If  it  is 
not,  in  my  opinion  we  will  not  produce  enough  foodstuffs  to  keep 
the  Amencan  people  going,  and  it  will  be  necessary  to  import  food- 
stuffs, and  that  necessarily  will  make  the  cost  of  living  still  higher 
unless  vou  lower  the  standard  of  living  of  the  American  farmer' 
and  I  do  not  believe  we  want  to  do  that  with  such  a  large  percent- 
al of  our  population,  something  like  40  to  45  per  cent. 
Senator  Gooding.  You  can  not  have  two  standards  in  America. 
Mr.  Hagan.  No;  I  do  not  think  we  should  have. 
Senator  Gooding.  There  is  too  much  intelligence  here  for  that 
because  we  are  one  people,  and  speak  one  language,  and  we  can  not 
have  it. 
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Mr.  Hagan.  Now  it  is  not  a  matter  of  production,  to  my  mmd. 
It  is  not  a  matter  of  whether  or  not  the  American  fanner  can  pro- 
duce enough  of  that  that  he  does  produce.  As  I  stated  yesterday, 
the  Department  of  Agriculture  up  here  tells  us  now  that  we  have 
been  producing  too  much,  and  that  is  the  reason  we  are  not  receiv- 
ing prices  which  are  high  enough.  So  it  is  not  a  matter  of  produc- 
tion, and  must  be  a  matter  of  marketing.  That  seems  to  be  our 
great  difficulty— the  marketing  of  agricultural  products  at  such  a 
price  that  it  will  meet  the  cost  of  production  plus  a  reasonable 
profit  that  these  people  may  remain  in  the  industry  and  keep  up 
their  standards  of  living  and  education. 

Now,  there  might  be  two  ways,  in  my  mind,  in  which  it  could  be 
done.  One  is  through  cooperative  organization;  and  I  believe  in 
cooperative  organization.  I  belong  to  several  of  them,  and  have  had 
some  experience  with  them,  but  we  have  had  cooperative  organiza- 
tions in  the  United  States  for  the  past  50  years  and,  to  put  it  m 
plain  language,  I  might  say  that  we  have  not  gotten  away  from  the 
home  plate  yeti  That  is  in  the  broad  sense.  So  I  see  no  immediate 
results  that  could  be  obtained  through  purely  voluntary  cooperative 

organizations.  .  •    i    -^ 

Senator  Gooding.  Would  there  be  any  question  m  your  mmd,  if 
we  could  organize  the  farmei-s,  but  what  you  could  get  results? 

Mr.  Hagan.  Yes,  if  you  could  have  them  organize  the  same  as 
other  industries  are  organized,  he  could  get  results,  but  that  is  an 
impossibilitv,  especially  in  a  short  period  of  time.  We  have  had 
this  experience  for  50  years  of  trying  to  organize  the  farmers,  and 
nearly  all  of  the  farmers  belong  to  some  kind  of  a  cooperative 
organization,  and  still  they  have  not  gotten  anywhere,  and  so  I  don't 
see  any  immediate  result  that  is  going  to  come  from  that  source. 

Then  the  other  step,  as  I  see  it,  would  be  that  there  should  be  a 
governmental  agency  established  so  that  the  Government  would 
become  a  cooperative  organization  for  the  farmers  of  the  United 
States,  and  I  believe  that  is  the  only  thing  we  can  get  immediate 
results  from,  and  I  believe  that  this  Norris- Sinclair  bill  that  has 
been  introduced,  and  which  I  have  read  over  a  few  times,  offers  the 
best  source  of  relief  that  we  have  ever  had  introduced  in  the  xlmeri- 
can  Congress  for  the  American  farmer. 

There  will  be  another  bill,  and  I  think  they  are  having  hearings 
now  before  the  Agricultural  Committee  of  the  House,  on  what  is 
known  as  the  Burtness  bill,  or  the  Coulter  plan,  in  which  they 
propose  to  appropriate  $50,000,000  for  the  purpose  of  permitting 
the  grain  farmer  to  make  a  change  from  grain  farming  to  diversified 
farming,  in  the  purchase  of  livestock.  Now  I  think  that  is  a  very 
good  bill,  but  it  is  not  broad  enough.  It  only  touches  a  certain 
locality,  and  it  will  benefit  only  a  certain  class  of  farmers.  I  think 
it  will  be  of  material  benefit.  I  don't  want  to  say  anything  to 
discourage  the  passage  of  that  act.  Considering  the  amount  of 
wealth  that  the  farmers  of  the  United  States  produce,  they  are 
certainly  entitled  to  at  least  one  bill,  and  I  don't  know  that  it  would 
hurt  Congress  to  pass  two  bills  to  help  them  out,  if  they  are  going 
to  do  anything  for  agriculture  at  all. 

The  people  throughout  the  country  are  getting  very  much  dis- 
satisfied with  the  fact  that  other  industries  are  succeeding  and 
agriculture  is  not  succeeding,  and  we  believe  that  the  American 
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farmer  works  as  hard  as  anyone  else  does.  We  have  practiced 
diversified  farming  in  North  Dakota  as  far  as  we  are  able  to.  V\  e 
did  not  start  as  early  as  we  should  have.  That  is  true.  Indiana  is 
my  native  State.  You  are  a  Senator  from  Indiana,  Senator  Kalston. 
I  came  from  Fort  Wayne,  Ind.,  and  Fort  Wayne  is  m  the  north- 
eastern part  of  the  State,  and  I  am  60  years  old  now,  and  so  I 
remember  quite  distinctly  for  the  past  forty  years  the  experiences 
that  those  farmers  have  had. 

Fort  Wayne,  the  county  seat,  has  a  population  of  approximately 
100,000  people.  It  is  only  150  miles  from  Chicago,  and  not  very  far 
from  Buifalo,  so  it  is  right  at  the  market.  Fort  Wayne  is  well 
located  as  to  markets,  and  Fort  Wayne  itself  furnishes  a  very  good 
market  for  all  agricultural  products  grown  in  that  region,  and  those 
farmers  there  have  followed  diversified  farming,  to  my  knowledge, 
for  40  years.  I  believe  they  understand  diversified  farming,  and 
still  we  find  the  farmers  there  in  this  condition.  I  visit  there  quite 
often— once  or  twice  a  year— and  I  find  that  the  farmers  there  are 
having  difficulties.  They  are  having  difficulty  in  the  same  propor- 
tion that  our  farmers  are,  compared  to  their  equity  in  their  real 
pst  jite 

Senator  Ralston.  Our  farmers  are  very  much  depressed.    There 

is  no  question  about  that. 

Senator  Gooding.  And  thev  divei-sify  in  Indiana  ? 

Mr.  Hagan.  This  diversifiication  that  we  hear  so  much  about  is 
overplayed.    There  is  no  question  about  that. 

Senator  Ralston.  Our  farmers  diversify,  and  they  have  done  so 

Mr.  Hagan.  In  our  State  there  is  a  class  of  farmers  who  are  about 
at  the  end  of  their  rope,  and  if  they  were  given  $1,000  to  purchase 
some  hogs,  cattle,  dairy  cattle,  or  some  sheep,  they  might  be  able  to 
hold  on  a  little  longer,  but  that  alone,  without  getting  a  fair  price 
for  their  product,  is  not  going  to  keep  them  there  very  long.  In 
other  words,  I  might  say  that  it  prolongs  the  agony.  . .    ,    , 

Senator  Gooding.  The  trouble,  Mr.  Chairman— I  have  studied  the 
problem  and  have  been  on  the  farm  all  my  life— is  that  we  have  an 
overproduction  in  America.  We  are  producing  now  40,000,000  acres 
of  crops  more  than  we  consume.  We  have  not  got  a  balanced  con- 
dition on  the  farm.  We  are  importing  a  great  deal  of  farm  prod- 
ucts that  we  ought  to  grow  in  this  country,  and  we  are  growing  too 
much  wheat  and  not  enough  wool,  and  so  it  runs  all  the  way  down 
the  line.  And  now  we  are  going  to  increase  the  dairy  industry. 
We  are  going  to  buv  more  dairy  cows.  It  seems  to  me  the  tremen- 
dous increase  in  dairying  in  the  last  few  yeai-s  has  brought  about 
practically  an  overproduction  in  dairy  products  at  the  present  time, 
and  it  is  a  very  serious  problem,  and  it  is  only  because  of  the  pros- 
perity of  the  laboring  men,  and  the  tremendous  increase  in  the  use 
of  milk  that  he  takes  for  his  lunch,  and  so  on  that  saves  the  dairy- 
ing industry  from  the  same  condition  that  other  agriculture  is  m. 
If  you  study  that  you  will  find  it  is  true.  That  is  what  the  Ameri- 
can farmer  thinks.  He  turns  from  one  industry  to  another.  There 
is  not  a  balanced  condition  on  the  farm,  and  he  will  never  have  it 
without  organization.  I  don't  know  whether  he  will  ever  organize, 
and  if  he  can  not,  I  think  his  case  is  hopeless. 
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Senator  Heflin.  Do  you  agree  with  Senator  Gooding  that  one 
of  the  causes  is  overproduction? 

Mr.  Hagan.  Through  overproduction  along  some  lines  of  agricul- 
ture that  is  true,  and  probably  underproduction,  as  he  stated,  of 
some  other  lines,  but  if  you  changed  these  farms  over  you  would  still 
have  an  overproduction  of  some  things.  •      *         •  t 

Senator  Heflin.  This  is  what  we  have  got  to  do  in  America,  i 
have  studied  agi-iculture  myself  on  the  agricultural  committees  of 
the  House  and  Senate  for  over  16  years.  You  have  got  to  have  a 
place  in  the  banking  system  where  the  farmer  can  go  when  he  does 
have  this  production  and  tie  his  stuff  up  and  get  money  on  it  and 

keep  it  off  the  market.  •      i  ^         .. 

Mr.  Hagan.  Yes:  the  American  fanner  has  been  required  to  put 
his  products  on  the  market.  He  has  been  required  to  follow  the 
dumping  system.  • 

Senator  Heflin.  These  ci^dit  facilities  have  affected  him.  and  he 
has  been  forced  to  sell  his  stuff  at  ruinous  prices. 

Mr.  Hagan.  I  might  give  you  this  illustration.  In  our  btate 
we  have  the  Federal  reserve  banking  system,  and  one  Federal  Reserve 
Bank  is  located  in  Minneapolis.  '  they  put  out  money  in  North 
Dakota  to  their  meml)er  banks,  which  in  turn  was  loaned  to  the 
farmer.  I  believe  it  was  in  1920  when  they  had  nearly  $6,000,000 
loaned  in  North  Dakota  they  made  a  call  for  that  money  m  the  fall 
at  the  time  that  the  farmer  threshes  his  gi-ain  and  puts  his  livestock 
and  other  products  on  the  market,  and  they  collected  over  40  per 
cent  of  all  they  had  in  that  State  at  that  time. 

Senator  Heflin.  When  the  farmer  needed  it  most  i 

Mr.  Hagan.  When  the  farmer  needed  it  most,  when  he  wanted 
to  hold  his  products  off  the  market,  but  he  could  not  do  it  l>ecause. 
the  small  bank  must  necessarily  require  him  to  pay  when  he  had 
something  to  pay  with,  and  therefore  forced  him  to  place  his  ]M-od- 
ucts  on  the  market  in  a  very  short  space  of  time. 

Senator  GoomNO.  That  was  in  1920  i 

Mr.  Hagan.  That  was  in  1920.  It  is  not  a  matter  of  getting  more 
credit.    That  is  not  going  to  save  the  farmer,  in  my  opinion,  at  all. 

Senator  Ralston.  That  was  in  the  fall  of  1920? 

Mr.  Hagan.  Yes,  sir. 

Senator  Heflin.  In  1921  also,  but  I  don't  know  the  figures. 

Senator  Ladd.  In  60  days  in  the  marketing  season  of  the  fall  of 
1920  the  Federal  Reserve  Bank  of  Minneapolis  Avithdi-ew,  accord- 
ing to  their  personal  statement  to  me,  over  two  millions  of  dollai-^ 
from  the  agricultural  region  of  North  Dakota,  mostly,  or  a  large 
percentage  of  it,  from  the  western  part  of  the  State,  from  the  small 
banks,  and  that  left  the  faiiner  and  small  business  man  without  any 
funds  or  credit  available,  and  the  price  of  everything  dropped  to  the 

bottom. 

Senator  Ralston.  Why  was  that  done.  Senator  Ladd?    ^Y\\lxt  was 

the  object  ? 

Senator  Ladd.  Well,  I  think  that  I  have  stated  it  in  some  of  my 
remarks,  and  I  think  Senator  Heflin  has. 

Senator  Ralston.  Why  was  this  demand  made  by  the  Federal 
reserve  banks  to  pay  up  ? 

Senator  Heflin.^  It  grew  out  of  a  conspiracy  of  the  Wall  Street 
financiers  and  certain  members  of  the  Federal  Reserve  Board  to 
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bring  that  panic  on  in  order  that  they  could  make  millions  of  dol- 
lars in  speculation  in  grain  and  cotton  and  Liberty  bonds,  and  they 
made  millions.  The  same  Federal  Reserve  Board  that  sat  there  then 
is  the  board  that  is  sitting  there  now,  with  the  exception  of  Mr, 
Crissinger,  who  has  been  appointed,  and  I  think  a  very  good  man. 
I  made  a  hard  fight  to  driv^.  Grovernor  Harding  off  the  board.  The 
same  board  that  presided  at  the  time  this  panic  was  brought  about 
by  the  Federal  reserve  banking  system  sits  there  now. 

Senator  Gooding.  I  will  send  you  an  article  from  the  Manufac- 
turers' Record  that  you  ought  to  read. 

The  Chairman.  I  wonder  if  we  can  not  let  the  witness  proceed  and 
not  take  up  the  time  with  discussion  among  ourselves. 

Mr.  Hagan.  I  don't  know  that  I  have  any  more  evidence  to  offer 
to  show  the  agricultural  conditions.  I  think  I  have  offered  enough^ 
and  it  does  not  differ  materially  from  those  in  other  States.  It  may 
be  just  a  little  more  aggravated,  because  we  have  less  equity  in  our 
real  estate,  or  because  we  are  so  s:ituated  from  climatic  conditions  that 
we  can  not  follow  quite  as  much  diversified  farming  as  they  do  in 
other  sections,  but  other  than  that  I  think  it  is  about  the  same.  But 
I  do  believe  that  there  is  only  one  relief  that  the  American  farmer 
can  get  now  that  will  help  him  materially  and  that  will  put  agricul- 
ture upon  a  sound  basis,  and  that  is  some  kind  of  national  legis- 
lation that  will  provide  a  means  of  marketing  his  product  in  an 
orderly  way  and  placing  it  upon  the  market  in  an  orderly  way,  and 
I  think  that  this  bill  offers  more  than  any  bill  that  I  know  an>  thing 

about.  . 

Senator  Heflin.  Is  there  anything  that  will  enable  him  to  place  it 
on  the  market  in  an  orderly  wky  more  than  having  a  banking  insti- 
tution to  which  he  can  go  and  get  money  to  keep  his  product  off  the 

market? 

Mr.  Hagan.  Yes;  but  when  you  have  a  banking  institution  de- 
manding money  of  him  at  the  time  that  his  product  is  ready  to  go 
onto  the  market,  that  makes  it  necessary  for  him  to  dump  his  crops 

right  there. 

Senator  Heflin.  That  has  been  hampering  many  farmers  now 
right  in  my  country.  The  thing  that  disturbs  the  farmer  and  de- 
stroys him  sooner  or  later  is  that  as  soon  as  his  crop  is  harvested  the 
banking  institutions  call  on  him  to  sell  his  cotton  and  pay  his  debts. 
The  big  bank  calls  on  the  local  bank,  and  the  local  bank  calls  on  the 
merchant,  and  the  merchant  calls  on  the  farmer  to  put  his  cotton  on 
the  market,  and  that  is  what  destroys  him.  Now,  if  he  can  go  to 
the  bank  and  say,  "  We  want  money  on  this  cotton,  we  are  not  going 
to  sell  it  at  the  present  time,"  if  he  can  do  that,  can  go  to  the  bank  and 
get  money  on  it,  and  hold  it  off  the  market  until  he  can  get  a  fairly 
good  price  for  it,  and  take  the  money  that  he  gets  from  the  bank 
and  pay  off  his  debts  and  keep  the  cotton  off  the  market  until  he  can 
get  a  good  price  for  it,  he  can  get  along.  On  the  other  hand,  if  he 
can  not  hold  his  cotton  off  the  market,  if  he  can  get  no  money  on  it 
whatever,  and  if  they  force  him  to  sell  it  in  order  to  pay  his  debts, 
he  is  going  to  be  ruined.  If  you  could  get  money  from  some  insti- 
tution, and  hold  it,  could  you  not  make  a  profit  ? 

Mr.  Hagan.  Yes,  we  could  do  that,  but  that  would  require  an 
organization  of  the  farmers. 
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Senator  Heflin.  You  ought  to  have  both,  but  your  organization 
is  not  worth  anything  if  you  can  not  get  money. 

Mr.  Hagan.  That  is  one  thing  that  we  have  to  have.  Our  organ- 
izations are  small  and  scattered  all  over  the  United  States.  Some 
of  them  are  pretty  large,  that  is  true,  but  nevertheless  they  are  not 
consolidated  into  any  one  organization,  and  I  believe  that  it  is  nec- 
essary to  do  that. 

Senator  Gooding.  But  the  Nor ris- Sinclair  bill  does  not  fix  the 
price  of  any  product,  does  it? 

Mr.  Hagan.  No. 

Senator  Gooding.  How  are  the  wheat  growers  going  to  get  any 
benefit  unless  you  can  increase  the  price  of  wheat  ? 

Mr.  Hagan.  There  will  be  a  lot  of  details  to  be  worked  out 
through  this  corporation,  as  I  understand,  that  is  provided  for  in 
the  Norris-Sinclair  bill.  This  corporation  has  some  pretty  broad 
powers. 

Senator  Gooding.  Yes,  but  you  understand  there  was  an  increased 
production  in  Canada  of  150  per  cent  during  the  war,  and  there  has 
been  an  increased  production  in  practically  every  country  in  the  world, 
How  are  you  going  to  increase  the  price  of  wheat  with  the  Norris- 
Sinclair  bill,  which  we  have  got  to  have  in  North  Dakota  and  the 
wheat  growers  all  over  the  country  generally,  if  they  are  going  to 
exist  at  all?  I  am  for  anything  that  will  help  the  farmer.  I  have 
introduced  a  bill  that  will  stabilize  the  price  of  wheat.  If  there  is 
anything  better  than  that  I  want  to  be  for  it,  and  I  don't  care  what 
it  IS  or  where  it  comes  from.  I  know  the  farmer  has  got  to  have 
help.  I  know  he  is  facing  a  most  impossible  condition,  and  that  he 
can  not  continue  under  the  present  conditions.  We  do  not  have  to 
farm  in  this  country,  you  know.  Canada  will  grow  all  the  wheat 
we  need.     We  can  go  out  of  the  wheat  business  entirely. 

Senator  Heflin.  What  is  your  plan  of  stabilization  ? 

Senator  (tooding.  I  introduced  the  same  bill  I  had  a  year  ago, 
fixing  the  price  of  wheat  for  two  years  in  the  primary  markets,  the 
same  as  the  GoATi-nment  did  during  war  time. 

Senator  Ladd.  You  spoke  of  cooperative  marketing  and  said  that 
it  had  been  a  failure.  These  cooperative  organizations  have  been 
organized  in  North  Dakota  for  a  number  of  years,  have  they  not? 

Mr.  Hagan.  Yes,  sir. 

Senator  Ladd.  Were  tliey  able,  except  for  the  small  saving  they 
made  in  handling  their  grain  products,  to  get  any  particular  ad- 
vantage on  the  market  ? 

Mr.  Hagan.  They  made  a  small  saving  on  the  local  market,  but 
other  than  that  they  did  not  get  anywhere,  because  they  could  not 
control  the  terminal  market  facilities.  It  is  claimed,  and  I  think 
correctly  so,  that  they  have  been  discriminated  against  very  mate- 
rially by  those  who  handle  the  exchange. 

Senator  Ladd.  Have  you  seen  the  report  of  the  Federal  Trade 

Commission  ? 

Mr.  Hagan.  I  have  a  copy  of  it.  I  have  not  analyzed  it  and  gone 
through  it  except  in  a  general  waj. 

Senator  Ladd.  Tliey  show  there  very  conclusively  that  a  con- 
spiracy existed  on  the  part  of  the  Minneapolis  Grain  Exchange  for 
the  purpose  of  driving  the  farmers'  cooperative  from  the  market  by 
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various  means,  and  if  that  is  true  that  would  account  for  or  be  one 
reason  why  the  cooperative  had  not  succeeded  there,  would  it  not  ? 

Mr.  Hagan.  It  was  very  difficult  for  the  Equity  Cooperative  Ex- 
change to  succeed.  One  thing  that  they  ran  up  against  immediately 
was  lack  of  sufficient  funds.  They  were  practically  boycotted  by  the 
banks  of  the  Twin  Cities.  That  was  one  of  the  fundamental  things 
that  made  it  very  difficult  for  them. 

Then  another  thing;  in  the  sale  of  their  products  they  were  dis- 
criminated against,  and  the  Chamber  of  Commerce  of  Minneapolis 
and  the  Board  of  Trade  of  Duluth  did  everything  in  their  power  to 
prevent  sales  by  the  Equity  Cooperative  Exchange.  There  is  not 
any  doubt  about  that  at  all.  I  think  that  is  generally  conceded 
throughout  the  Northwest,  and  was  even  before  the  Federal  Trade 
Commission  ever  made  their  investigation.  I  think  you  covered  that 
the  other  day.  didn't  you  ? 

The  Chairman.  Yes. 

If  that  is  all,  we  are  very  much  obliged  to  you,  Mr.  Hagan. 

Mr.  Hagan.  Thank  you,  gentlemen. 

The  Chairman.  There  are  quite  a  number  of  gentlemen  here  who 
are  very  anxious  to  get  away,  and  I  would  like  to  accommodate  all 
of  them,  but  it  is  going  to  be  an  impossibility. 

(Mr.  Hagan  sul)mitted  the  following  table  as  part  of  his  state- 
ment:) 

Bankruptcy  cases  of  farmers. — Cases  concluded  in  fiscal  year  endinn  June  SO. 


1913 

1921 

Total. 

Farmers. 

Total. 

Farmers. 

Number. 

Per  cent 
of  all 
cases. 

Number. 

Per  cent 
of  all 
cases. 

Iowa..         

358 
144 
165 

60 
38 
92 

16.76 
26.39 
55.77 

275 
226 
146 

75 
82 
93 

27.27 

Montana 

36.28 

North  Dakota 

63.70 

Total 

667 

190 

28.49 

047 

250 

38.64 

1922 

1923 

Total. 

Farmers. 

Total. 

Farmers. 

Number. 

Per  cent 
of  all 
cases. 

Number. 

Per  cent 

of  all 

cases. 

Iowa 

704 
363 
302 

368 
215 
237 

52. 27 
59.23 

78.48 

935 
611 
749 

480 
366 
615 

52.30 

Montana 

59.90 

North  Dakota 

82.11 

Total 

1,369 

820          59.90 

2,295 

1,470 

64.05 
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STATEMENT  OF  MR.  J.  C.  THOMPSON,  TEXARKANA,  TEX.,  PRESI- 
DENT OF  THE  FARM  LABOR  UNION  OF  AMERICA. 

The  Chairman.  State  your  name  and  your  business. 

Mr.  Thompson.  J.  C.  Thompson,  Texarkana,  Tex.  I  am  presi- 
dent of  the  Farm  Labor  Union. 

The  Chairman.  We  Avould  like  to  liave  you  tell  us,  in  your  own 
way,  what  your  organization  wants  at  our  hands. 

Mr.  Thompson.  It  will  not  take  me  very  long  to  tell  you. 

We  are  producing  cotton  in  Texas  as  a  money  crop.  Of  course, 
we  are  producing  otlier  things  also  to  use  at  home,  but  in  order  to 
pay  our  taxes  and  other  things  it  takes  money,  and  we  have  to  have 
a  money  crop,  and  our  money  crop  is  cotton. 

We  rind  that  we  have  been  producing  cotton  down  there  and  sell- 
ing it  below  the  cost  of  production.  We  have  suspicioned  that  for 
several  years,  because  of  the  fact  that  Ave  seemed  to  be  getting  poorer 
and  poorer:  but  until  we  formed  this  organization  we  really  did 
not  know  how  much  below  the  cost  of  production  we  were  selling. 

Our  agricultural  department  in  Arkansas  does  not  seem  to  func- 
tion.    It  does  not  seem  to  give  us  verv  much  information.     So,  when 

•  •  •     * 

we  formed  the  organization,  we  insisted  on  each  one  of  our  members 
keeping  an  accurate  account  of  his  crop.  I  have  not  the  figures 
for  1923 — I  wish  I  did  have — but  due  to  the  fact  that  our  State 
office  was  being  moved  in  the  latter  part  of  the  tear,  1  failed  to  get 
that,  but  I  have  them  for  the  crop  of  1922. 

It  cost  our  membership  about  29.5  cents  to  produce  the  crop  of 
1922,  and  we  sold  it  at  an  average  of  about  21.5  cents. 

Senator  Ladd.  That  is  actual  cost,  without  profit^ 

Mr.  Thompson.  Without  profit;  yes,  sir.  Xow,  that  does  include, 
in  some  instances,  interest  on  the  investment,  but  in  many  instances 
our  membership  failed  to  figure  in  the  interest  on  their  investment. 
Of  course,  they  are  new  to  the  business  and  have  not  been  keeping 
accounts,  and  the  accounts  possibly  were  not  absolutely  correct  in 
every  instance,  but  approximately  there  was  a  loss  of  8  cents  per 
pound  for  the  crop  of  1922. 

Now.  the  crop  of  1923,  from  the  information  I  have  gathered  over 
a  few  counties,  will  possil)ly  run  from  6  to  7  cents  loss.  Our  manner 
of  keeping  account  was  to  take  an  inventory  the  first  of  the  year, 
just  as  a  merchant  would  do — find  out  how  much  we  have  invested 
in  the  farming  business — and  then  figure  the  interest  on  that  at  the 
prevailing  rate  at  the  local  bank,  8  per  cent  or  10  per  cent  or  7  per 
cent — whatever  it  was,  usually  about  10  per  cent:  then  charge 
against  each  crop  everything  that  went  into  the  cost  of  producing 
the  crop.  For  instance,  the  see,  the  fertilizer,  and  every  day's  work. 
Now%  we  have  insisted  that  our  people  charge  against  their  crops  a 
fair  wage,  something  like  $5  a  day  for  a  man  and  team,  and  $2  for 
a  single  nian — a  living  wage,  at  least. 

I  heard  a  Congressman  state,  since  I  have  been  here,  that  he  was 
producing  cotton  in  Mississippi  and  was  making  a  clear  profit  of 
3  per  cent  on  his  investment:  and  there  are  men  in  Arkansas  who  are 
producing  cotton  and  making  a  profit,  but  they  are  doing  it  with 
negro  labor  at  four  bits  and  six  bits  a  day,  a  wage  at  which  no  white 
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man  could  Inirdlv  afford  to  work,  and  certainly  could  not  live  on, 
and  a  wage  that  no  negro  should  be  required  to  live  on.  At  the  wage 
paid  on  some  of  our  plantations  in  Arkansas  it  is  utterly  impossible 
to  educate  the  children.  You  can  not  do  it.  Our  farmers  are  not 
educating  their  children  in  Arkansas.  I  am  told  by  the  county  super- 
intendents— and  1  have  consulted  and  talked  with  possibly  20  or  ^) 
of  them  this  past  year — that  the  chilch'en  in  Arkansas  on  the  farms 
are  losing  from  «35  to  50  per  cent  of  the  time  that  thej^  should  go 
to  school,  due  to  the  fact  that  the  farmers  in  my  State  have  to  keep 
those  children  in  the  fields.  For  instance,  the  schools  begin  in 
October.  The  children  are  still  in  the  cotton  fields  and  can  not  be 
spared  until  the  crop  is  gathered.  The  schools  then  close  in  May,  and 
they  have  to  take  them  out  of  the  schools  sometimes  in  April  and 
put  them  in  the  fields,  causing  them  to  lose  anywhere  from  30  to  50 
jx^r  cent  of  the  time  from  the  schools,  due  to  the  fact  that  they  have 
to  have  them  in  the  fields  in  order  to  make  a  living. 

Now,  we  think  we  should  have  at  least  cost  of  production,  with 
interest  on  the  investment,  in  the  production  of  cotton.  We  do  not 
get  that,  because  we  are  absolutely  at  the  mercy  of  the  cotton  specu- 
lators. We  pay  a  profit  to  I  don't  know  how  many  men  between  the 
man  who  puts  the  cotton  on  the  street  and  the  man  who  finally  sells 
it  to  the  spinner.  I  don't  know  how  many  of  those  fellows  there  are, 
but  there  is  a  string  of  them,  and  some  of  them  are  getting  rich. 

The  Chairman.  That  is  what  I  was  going  to  ask  you.  I  don't 
mention  this  in  criticism  of  the  middleman,  because  he  ought  to 
send  his  children  to  school  and  ho  ought  to  make  a  living  and  he 
is  probablv  doing  a  perfectly  legitimate  business,  like  most  of  us 
would  do  if  we  had  the  opportunity  to  do  the  same  thing.  But  as 
a  rule  those  men  who  handle  your  product  now  after  it  leaves  your 
hands  and  until  it  reaches  the  consumer  are  well  to  do? 

Mr.  Thompson.  Yes;  they  are  pretty  well  to  do. 

The  Chairman.  Take  them  as  a  class,  all  over  your  State,  they 
are  the  rich  men  of  the  country? 

Mr.  Thompson.  The  rich  men  of  our  country,  some  of  the  best- 
to-do  men.  Some  of  the  men  who  make  the  most  money  in  the 
South  handle  cotton.  For  instance,  I  have  in  mind  a  man  who 
made  $20,000  in  the  season  of  1921,  handling  cotton.  In  one  season  ! 
While  the  farmer  sold  his  cotton  below  the  cost  of  production,  that 
man  grew  rich. 

Now,  I  am  not  envious  of  that  man,  but  I  do  object  to  the  man- 
ner in  which  he  does  it,  because  it  costs  us  too  much  hard  work. 

As  Mr.  Milliard  said,  we  are  organizing  the  farmers,  and  we  ai-e 
trying  to  sell  cooperatively,  and  we  have  a  rather  effective  organiza- 
tion that  is  really  gettinj?  some  results. 

Now,  our  folks  are  selling  by  pooling  their  cotton  and  having  it 
])roperly  graded  by  our  own  grader-salesmen.  We  are  getting  a 
little  more  than  the  man  outside  of  the  union  is  getting,  usilally  about 
from  five  to  ten  or  fifteen  dollars,  or  from  one  to  three  cents  a  poiind. 
We  accomplish  that  by  selling  in  pool  lots.  Sometimes  we  sell  1  y 
grade — grade  lots.  But  still  we  are  not  getting  the  cost  of  ])ro(lu('- 
tion.  We  are  not  getting  it  due  to  the  fact  that  our  notes  come 
due  usually  in  Arkansas  about  the  15th  of  September,  our  notes  ^ire 
made  out  at  the  bank  or  the  credit  merchants.  By  the  15th  of 
September  we  are  just  beginning  to  gather  cotton,  and  then  all  the 
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time  that  we  get  is  from  the  15th  of  September  to  the  1st  of  No- 
vember, when  the  crop  is  practically  out,  and  we  sell  it  because  the 
banker  does  not  foreclose.  It  is  grace  given  us  by  the  bankers. 
They  insist  on  making  the  notes  due  in  Septeml)er. 

Now,  we  think  if  we  had  some  kind  of  a  marketing  plan  or  some 
kind  of  assistance  similar  to  the  Norris-Sinclair  bill,  where  the  Gov- 
ernment could  step  in  and,  if  necessary,  hold  that  cotton  off  the  mar- 
ket, say,  until  we  could  sell  it  gradually  throughout  the  winter  and 
spring  season,  we  would  get  something  in  the  neighborhood  of  at 
least  cost  of  production  with  that  assistance.  Of  course,  some  of  the 
banks  are  kind.  Some  of  the  banks  will  carry  us  over,  but  when  they 
do  it  means  that  Ave  must  pay  those  banks  from  8  to  10  per  cent  inter- 
est, and  that  is  a  drain  that  we  believe  we  should  be  saved  from.  In 
a  few  instances  we  secure  that  extension  of  credit  during  the  winter. 

Senator  Heflin.  Don*t  you  believe  that  it  would  be  a  good  thing 
for  you  to  change  the  date  of  making  those  notes  due  ? 

Mr.  Thompson.  We  can't  do  it.  •        i      i  • 

Senator  Heflin.  Whv  could  not  your  organization  do  that— just 
oro  to  the  banks  or  the  mercantile  people  or  whoever  you  deal  with 
and  say,  "  We  are  not  going  to  make  notes  this  year  that  come  due 
in  the*heart  of  the  cotton-picking  season;  we  will  make  them  due 
December  26,  when  the  year's  work  is  practically  ended  "  ?  If  you 
are  strong  enough  to  do  that,  they  would  fall  for  your  trade,  because 
you  could  say  vou  would  not  trade  with  them  unless  they  did  that. 

Mr.  Thompson.  We  are  organized  sufficiently  to  get  some  conces- 
sions from  the  banks,  and  we  hope  to  be  strong  enough  to  do  that, 
but  up  to  the  present  time  we  have  not  been  able  to  do  very  much. 
But  even  if  we  made  them  due  in  December  that  would  mean  that 
we  would  have  to  dump  the  entire  cotton  crop  on  the  market,  or  prac- 
tically all  of  it,  by  the  25th  of  December. 

Senator  Heflin.  No  ;  I  don't  think  so ;  because  if  you  could  keep  it 
off  between  the  picking  season  and  December  25  these  fellows  that  are 
using  it  all  the  time  would  hold  the  price  up  in  order  to  get  you  to 
sell  it,  and  you  would  sell  it  along,  but  the  price  would  be  satisfac- 
tory ;  but  now  they  know  that  when  those  notes  come  due  all  oveT 
the  South,  in  vour  State  and  in  my  State,  the  farmers  have  got  to 
put  so  much  cotton  on  the  market,  regardless  of  what  the  price  is. 

Mr  Thompson.  I  rather  think.  Senator  Heflin,  that  to  be  effective 
we  would  have  to  distribute  the  selling  over  a  much  longer  period 

than  that.  ,.      .,  ,         n-         i.  i         t 

Senator  Heflin.  You  could  distribute  the  selling  if  you  pleased. 

but  I  am  talking  about  fixing  it  so  that  they  can  not  force  you  to  sell. 

Mr.  Thompson.  Well.  I  don't  seem  to  get  the  point.    In  my  State 

the  farmer  owes  his  i)anker  the  entire  cotton  crop.     He  has  no 

surplus  that  he  can  hold  over  himself.     He  is  from  one  to  two  years 

behind  there.  .  i     ,      , ,     r?      • 

Senator  Heflin.  I  understand  you  are  m  a  deplorable  hx,  just 

as  thev  are  in  my  State.  .  i-    , 

Mr.  Thompson.  As  evidence  of  that — this  may  be  just  a  little 
bit  foreign,  but  I  don't  know  that  it  is,  either— in  the  country  ad- 
joining me,  Little  Kiver  County  (I  am  in  Miller  County,  of  whicli 
Texarkana  is  the  county  seat)  in  Little  River  County  just  north, 
last  spring,  there  were  45,000  acres  of  agricultural  land  sold  for  taxes. 
The  farmers  could  not  pay  their  taxes. 
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In  B.nt<.n  Cuntv,  I  nndei-stand.  there  were  1,400  farms  sold  last 

'Z  ?o.n^;TcV,untv  I  saw  in   the   paper  where   (here   were    1,250 

'"  The  piople  jitnl;  get  e^^^^^^^^^^  money  there  to  pav  their  taxes 
()„r  t.xes  uV  L.rniallv  h  That  is  a  State  s.tuatum  that  you 

f  Iks ;^..nt  anything  with:  but  if  we  had  a  fay  n.arketing 

system  ="ndc..ud  get  somewhere  in  the  neighhorhoo.l  of  eos*  of  pro- 
ducHon  for  our  cotton,  we  could  certainly  pay  even  the  exorb.tan 
Sta  eTaxes  So  we  think  it  is  time  that  the  Federal  Tovernment 
came  in  Tml  ateast  helped  us  as  it  helped  the  radroads  '•"'  or  Ui. 
Esdi-c"unmins  Transportation  Act.  If  the  (i<,vermnent  can  do  that 
fo  tl,;  IXllls.  it  seen.s  to  n.e  that  the  welfare  of  the  tanner  ,s 
more  important  than  that  of  a  few  radroad  magnates, 
"we  are  asking  that  the  Government  step  in  «"'l;!fl--^«  •''•"(:« 
to  finance  our  crop  so  that  we  can  save  oui'selves.  Ihat  s  all.  \\  e 
are  not  asking  f<.i  a  price-fixing  program  and  are  not  askuig  for  any 
guaranty  We  belieye  we  can  handle  the  situation  if  we  can  get 
the  Government  to  furnish  money  free  of  interest  in  order  to  help 

"'S^enfto* HKFuT'The  Government  passed  a  bill  through  the  House 
the  last  is™of  Congress  providing  for  a  ship  subsidy  and  they 
had  a  provirn  in  that^by  wliich  the  Shipping  Trust  could  borrow 
mnnpv  out  of  the  Treasury  at  2  per  cent. 

M?  Thompson.  Yes;  I  think  we  are  of  just  as  much  importance 
and  are  fuTI^  much  a'part  of  the  Government  -  ?  f- ^J'Po-ers. 

Now  I  believe  that  is  all  I  care  to  say.  I  think  ^nf  f"\""' 
situation  iTf ore  you.  I  might  go  on  for  an  hour  and  tell  yo .  of 
insuS  andd'tferent  things,  b^t  I  think  you  understand  that  we 
a,^  just,  as  the  old  saying  is,  un  against  it  ,n  Arkansas. 

Senator  Rat.stok.  You  are  about  down  and  ou 

Mr  Thompson.  Yes:  we  are  ]ust  down  and  out  W  e  have  tiud 
to  hein  Sves.  We  have  done  everything  we  knew  how  to  do. 
We  hLe  rStd  the  point  now  where  we  have  g<.t  to  have  help 
4^r.Tn  anmpwhere  or  we  are  going  to  quit  farming.  . 

^nXr  Hef^in  Let  me  iUuitrate  the  point  that  I  have  in  nnnd 
abSrXt  the  farmer  could  do  if  he  could  hold  the  cotton  off  the 
Zlkpt  I  have  in  mind  a  good  cotton  farmer  who  held  his  1920 
market,  i  ^^^^  ^I^  1022  crops  and  sold  it  all  this  last  fall  for  3i. 
3  a  pound.  'He  was  enXedTo  do  that  because  ho  could  get  the 
cents  a  P«\*"!;^  iT^Z  n^^ir^r^  Thpv  could  not  mako  him  sacrifice  that 
SI  and  Slw'it  on  the  m^^et! tcause  he  had  several  thousand 
acr^s  of  f arm Tnd  and  houses  and  lots,  and  he  mortgaged  all  this 
Sand  tied  it  up  and  had  a  PJ^t^  ^^ard  pid^son.e  of  the  time,  but 
liP  tided  it  over,  and  he  was  not  hurt  in  the  long  lun.  \^  n}.  "f 
caus^  credit  facilities  were  extended  to  him  and  he  was  enabled  to 

'^^'^^^l^'t^r'^cL^  extended,  though.  Senator, 
„.l;  interest  charges,  and  interest  will  soon  %;;P  ^JJ/'un  "et- 
Senator  IIkfi.ix.  Yes,  but  he  i)aid  interest.  The  point  1  am  get 
tin-  at  now  is  if  you  could  do  that,  all  of  us  in  the  Sou  h.  le  the 
mafket  up  hard  and  fast,  the  price  would  go  up  so  rapidly  that  it 
.  would  take  care  of  your  interest. 
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lemJoT  Hr\-.' B;.?' the  trouble  is  when  these  papers  an-  .mi- 

ingX  and  speculators  begin  to  cooperate  together  to  '"'«';''"; 

ht  uWce  and  vou  go  to  the  bank  to  get  money  and  can  t  get  it    xou 

ivf.  ot   ^  part  with  your  cotton  when  it  is  20  cents  a  poun<l.  al- 

itnitrh   t  cost  vou  no.  .m<l  you  «>e  an  opportunity  that  vou  have  to 

cle  n^    p  that  $50  a  bale,  but  somelxKly  else  cleane<    up  l-,'<los  V«>". 

m"  Thompson.  Yes.  sir:  and  sometimes  the  Agricultural  Depait- 
ment  sends  out  .statements  that  here  is  a  nnllion  ..r  tw.>  bales  more 
produced  than  really  is  produced. 

Senator  Hkfi.ix.  Yes:  and  we  ought  to  st()p  that. 

Mr  Thompson.  It  scares  the  farmer  to  death  an<l  he  g.^-s  and 
dumus  it  on  the  market  for  fear  it  is  going  down. 

Senat^or  Heflin.  That  l)roke  the  price:  that  '"''>'^"«'"1%='"; „ "" 
defensible  estimate  that  was  sent  out  '"l^-^l  /"-'^^  :;;,'„  i'^*;^^ 
several  dollars  a  bale,  and  it  cost  the  tanners  of  the  South  millions 

and  millions  of  dollars.  ^  ,    ^  j:  n        ....  „,;iiir.iw  nf 

Mr.  Thompson.  The  report  sent  out  last  tall  cost  us  n.llllon^  ot 

dollai^s. 

Inator  Erna  TlS'^lon-t  help  the  fanner  in  the  wheat-growing 

""sitor  Hff.in.  They  ought  to  be  put  in  the  penitentiary.  som« 
of  them.  If  we  can  establish  the  proof  in  connection  w  th  this 
speculating  by  wheat  and  cotton  men,  they  ought  to  W  sent  to  the 
penitentiary. 

STATEMENT  OF  MR.  E.  F.  McGRADY,  AMERICAN  FEDERATION  OF 
^^^  LABOR,  WASHINGTON. 

Mr  MoGradv.  Mr.  Chairman,  the  American  Federation  of  Labor 
is  and  has  been  keenly  interested  in  the  welfare  of  the  farmer,  and 
we  have  from  time  to  time  conferred  with  representative  groups  of 
the  farmers,  and  this  week  we  have  conferred  with  -roups  repre- 
sentiiSX  Fanners'  National  Conference,  the  National  Gleaners' 
Federation,  the  Farm  Labor  Union  of  .Vinerica,  and  delegates  from 
the  States  of  Texas,  Oklahoma,  Arkansas,  and  Michigan,  and  also 
Iowa  Vt  these  conferences  were  representatives  ot  organized  labor. 
We  are  deeply  interested  in  the  success  and  welfare  of  the  farmer, 
because  it  is  verv  apparent  to  us  that  whatever  misfortune  might 
befall  him  eventually  reflects  to  us.  His  success  means  greater 
prosperity  for  the  industrial  worker,  and  if  he  is  m  a  bankrupt 
condition  all  the  time,  it  means  that  he  is  not  going  to  be  able  to  buy 
those  things  that  tlie  industrial  worker  makes.  On  the  other  hand, 
organized  labor  feels  that  when  we  are  prosperous  the  farmer  is 
cromg  to  get  prosperity  because  we  are  able  to  produce  and  we  are 
able  to  hm  a  great  deal  more  than  we  would  be  able  to  buy  of  the 
products  of  the  farm  when  we  are  getting  low  wages  or  perliaps 

half-time  work.  .        , 

We  have  been  puzzled  at  the  great  spread  between  tlie  price  tlie 
farmer  gets  for  his  products  and  what  we  have  to  pay  for  them  in 
the  city.  Our  men,  our  wives,  have  gone  into  the  store  to  Iniy 
bread,  to  buy  potatoes,  or  similar  products,  and  the  prices  seem  ex- 
cessively high.     They  would  ask  why  the  price.     They  were  told, 
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**  Well,  the  farmers  are  all  running  around  in  automobiles,  etc.,"  and 
the  worker  and  his  wife,  not  knowing  the  conditions,  not  knowing  it 
that  is  true  or  not,  believes  it.  On  the  other  hand,  the  farmer  goes 
into  the  store  to  buv  shoes,  or  to  buy  clothes,  and  he  finds  the  price 
excessively  high,  arid  he  complains,  and  he  asks  about  it,  and  they 
tell  him  it  is  labor— the  high  cost  of  labor.  u        ^  ia 

We  have  had  some  figures  presented  to  us,  and  we  have  been  tola 
that  in  1922  tlie  farmers  of  the  country  received  for  their  crops 
$7  500  000,000.  The  consumer  paid  for  those  products  $22,000,000,000. 
Somewhere  in  between  somebodv  has  collected  something  that  we 
believe  does  not  belong  to  them.  They  have  not  helped  to  produce 
it  •  thev  have  not  done  anv  work  on  it  or  for  it ;  yet  they  come  in 
and  tlie  result  is  the  farmel-  is  not  getting  enough  and  we  are  paying 
too  much.  If  it  were  possible  to  eliminate  a  lot  of  these  speculators 
and  commission  men  in  between,  the  farmer,  instead  of  getting 
$7,500,000,000,  perhaps  would  get  $15,000,000,000  and  the  workei-s 
would  be  able  to  save  $7,000,000,000  from  what  they  are  now  com- 
pelled to  pav.  ^  J       1 

So  that  speaking  for  organized  labor,  I  want  to  say  we  are  deeply 
interested,  and  we  are  going  to  join  hands  ^yith  the  farmei^s  of 
America  to  see  what  can  be  done  to  better  their  condition.  1  o  be 
sure,  we  are  not  always  quite  clear  as  to  what  may  be  the  best,  but 
these  orreat  farm  organizations  have  come  here  and  m  conference 
have  s^aid  to  us,  "  We  want  this  Norris-Sinclair  bill."  I  read  that 
portion  of  the  bill  that  says : 

It  is  hereby  declared  to  be  the  object  and  purpose  of  this  act  to  provide  a 
market  for  tiie  sale  of  agricultural  products,  and  to  eliminate  as  far  as  pos- 
sible the  commissions  and  charges  that  are  exacted  upon  agricultural  products 
from  the  time  such  products  leave  the  producer  until  the  same  reach  the  con- 
sumer, and  to  thereby  increase  the  price  which  the  producer  receives  and  to 
decrease  the  price  which  the  consumer  pays. 

Mr  Chairman,  I  don't  know  that  I  have  anything  more  to  add, 
except  that  I  wanted  this  committee  to  know,  and  I  wanted  Congress 
to  know  that  the  American  Federation  of  Labor  is  not  only  deeply 
interested  in  the  welfare  of  the  farmer  but  we  are  going  to  act  in 
conjunction  with  tlie  farmer  to  try  to  make  his  condition  better 

than  it  is  at  the  present  time.  i  .  n 

The  Chairman.  Is  there  any  question  any  member  ol  the  com- 
mittee wants  to  ask  i  . 
I  don't  think,  Mr.  McClrady,  you  gave  your  residence 
Mr.  McGradv.  Washington,  I).  C.     I  am  one  of  the  legislative 
representatives  of  the  Federation  of  Labor. 

Senator  Heflix.  In  what  year  did  you  say  the  farmer  got  $(,000,- 

©00,000?  ^  .  i.        -.no-. 

Mr.  McCtradv.  The  figures  were  given  to  us  for  1922. 

Right  in  that  connection.  Senator  Heflin,  I  want  to  say  that  we 
also  had  submitted  to  us  the  figures  on  the  Ijot^to  crop  for  1922. 
We  were  told  tliat  there  was  raised  and  sold  451,000,000  bushels 
of  potatoes,  for  which  the  farmer  received  $252,000,000,  but  for 
which  the  consumer  had  to  pay  $650,000,000.    Those  are  the  things 

that  are  interesting  us.  ,•  x    i    ^    *i.  ^-i 

The  Chairman.  So  that  it  costs  more  to  distribute  the  crop  than 

it  does  to  produce  it. 

Mr.  McGrady.  Absolutely. 
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Senator  Ladd.  And  there  was  no  additional  expense  of  manufac- 
ture in  the  cost  of  potatoes. 

Mr.  McGrady.  Not  a  cent. 

The  Chair^eax.  No.  That  cost  or  that  diilerence  would  be  made 
up  bv  the  profit  of  middlemen  who  handled  it  and  freight? 

Mr.  McCtrady.  Yes.  And  I  want  to  say  that  we  are  suffering 
from  the  same  thing,  the  industrial  workers.  Take  coal.  I  jwst 
came  down  from  New  England.  They  are  paying  anywhere  from 
$16.50  to  $18  a  ton  for  anthracite,  and  they  are  explaining  that 
high  cost  of  coal  by  saying  that  it  is  due  to  the  high  cost  of  labor. 
The  total  labor  cost  for  a  ton  of  anthracite  coal  delivered  on  the 
cars  is  $2.40.  Now,  somewhere  in  between  there  somebody  is  taking 
a  lot  of  profit.  I  understand  there  are  four  profits  collected  by 
people  who  do  nothing. 

Take  neckties.  The  tie  you  are  wearing  there  may  have  cost 
vou  a  dollar  or  mav  have  cost  vou  $2  or  might  have  cost  you  three 
and  a  half,  I  don't  know,  but  the  total  labor  cost  on  a  necktie 
ranges  between  7  and  10  cents. 

Senator  Ladd.  Take  shoes.     Do  you  know   what   shoes  that  are 

selling  for  $10  to  $12  cost? 

Mr.  McGrady.  The  total  labor  cost  on  a  pair  of  shoes  which 
sells  for  around  $12  is  $1.40,  and  that  is  the  top  notch  price. 

Senator  Ladd.  I  saw  some  correspondence  of  a  lady  that  paid 
$12  for  a  pair  of  shoes  to  the  retail  merchant.  They  broke  out 
down  on  the  side.  She  took  them  back  to  the  merchant  that  sold 
them  to  her  and  complained,  and  he  said  he  couldn't  afford  to 
make  them  good,  because  he  made  no  profit.  There  happened  to 
be  attached  to  the  tag  she  had  when  she  bought  them  the  name 
of  the  man  he  bought  them  from,  the  manufacturer.  She  sent  the 
shoes  direct  to  the  manufacturer  and  protested  that  she  had  not 
been  treated  fairly.  He  wrote  back  and  wanted  to  know  what  she 
paid  for  the  shoes,  and  from  whom  she  bought  them,  and  he  wrote 
back  and  said.  "  Those  shoes  I  sold  to  him  for  $1.98,  and  the  only 
additional  expense  he  had  was  the  freight,  and  I  don't  see  why 

he  should  charge  you  $12."  .     -,  ^. 

Mr  McGrady.  That  can  be  duplicated  perhaps  a  hundred  times. 

Senator  Heflix.  Just  following  up  Senator  Ladd's  statement, 
the  cost  of  that  pair  of  shoes  was  what? 

Mr.  McGrady.  The  labor  cost  was  $1.40  at  top-notch  prices. 

Senator  Heflin.  What  do  you  suppose  would  be  the  cost  of  the 

hide  or  skin  used?  ,.,..-!        o       x         tj  ^  +i    ^ 

Mr   McGrady.  I  have  not  the  slightest  idea.  Senator.     But  that 

same 'thing.  Senator,  is  true  of  everything  that  we  make,  and  that 
the  farmer  has  to  buv.  Somebody  puts  in  his  hand  and  collects 
something.  Everything  that  the  farmer  raises,  before  we  have  a 
chance  to  get  it,  somebody  puts  in  their  fist  and  pulls  out  some- 
thing that  does  not  belong  to  him.  So  that  the  organized  workers 
gladly  join  with  the  farmers  in  support  of  the  Norris- Sinclair  bill. 
Senator  Heflin.  TVTiat  would  you  say  the  leather  m  a  pair  of 
shoes  like  Senator  Kalston  has  on  would  cost? 

Mr.  McGrady.  I  don't  know.  ,     .    , 

Senator  Heflin.  Maybe  some  of  these  gentlemen  back  here  can 

tell  us. 
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Mr.  Brock.  Less  than  a  dollar. 

Senator  Heflin.  How  much  does  a  steer  hide  bring? 

Mr.  Brock.  Less  tluin  a  dollar. 

Senator  Heflin.  The  ordinary  steer  hide  will  bring  less  than 
a  dollar? 

Mr.  Brock.  Yes,  sir. 

Senator  Heflin.  I^et  that  go  in  the  record. 

(At  12.45  o'clock  p.  nh  a  rece.ss  was  taken  until  J  oVlock  p.  m., 
at  which  time  tlie  committee  proceeded  to  tlie  consideration  of  the 
matter.) 
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WEDNESDAY,  JANUARY  16,  1924. 

United  States  Senate, 
commllt^ee  on  agriculture  and  forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.30  ox-lock  a.  m.. 
in  room  324,  Senate  Office  Building,  Senator  Charles  L.  McNaiy 

presiding. 

Present:  Senators  NcNary  (presiding).  Capper.  Keyes,  Gooding. 
Ladd,  Norbeck,  McKinley,  Ralston,  and  Johnson. 

Senator  McNary.  The*^  committee  will  come  to  order.  Mr.  Dor- 
man,  I  believe  you  wanted  to  speak  to  the  committee  this  morning. 

STATEMENT  OF  ME.  D.  C.  DORMAN,  BILLINGS,  MONT..  ORGANIZER 
FOR  THE  FARMERS  NONPARTISAN  LEAGUE  AND  CONFERENCE 
FOR  PROGRESSIVE  POLITICAL  ACTION  FOR  THE  NORTHWEST 
TERRITORY,  COMPRISING  THE  STATES  OF  MONTANA,  WYOMING, 
IDAHO,  WASHINGTON,  AND  OREGON. 

Senator  McNary.  Give  your  name,  address,  and  occupation. 

Mr.  DoRMAN.  With  your  permission,  I  would  like  to  make  a  gen- 
eral settlement,  and  after  1  finish  if  any  member  of  the  committee 
has  any  questions  to  ask  I  would  be  A^ery  glad  to  answer  them. 

It  is  not  my  purpose  or  desire  to  gi^e  this  committee  any  detailed 
information  or  statistics.  You  have  had  a  great  deal  of  this  sub- 
mitted already.  I  rather  desire  to  give  my  observation  of  general 
conditions  throughout  this  territory,  also  my  conclusions  as  to  our 
trouble  and  the  remedy.  I  do  not  fear  successful  contradiction  of 
the  statement  that  the  farmers  in  the  Northwest  are  facing  a  crisis. 
1  desire  to  enumerate  some  of  the  more  serious  eifects  of  this  very 
bad  condition,  some  of  which  are  not  easily  remedied,  as  they  take 
root  in  the  moral  and  spiritual  life  which  is  the  substrata  underly- 
ing the  economic  foundation  of  this  Nation. 

I  find  that  thousands  of  farmers  are  leaving  the  farms,  some- 
times loading  five  and  six  cliildren  into  an  old  Ford  car,  and  leav- 
ing for  parts  unknown,  becoming  migratory  workers.  We  have 
seen  industrial  workers  in  the  past  joining  this  army  of  unem- 
ployed, and  wandering  aimlessly  over  the  country,  but  they  did  not 
attempt  to  take  their  families  with  them  as  these  families  are  doing. 
This  IS  to  my  mind  very  serious,  as  it  instills  into  the  children  at  a 
young  and  impressionable  age,  the  spirit  of  the  jungle,  and  pos- 
sibly destroys  the  last  hope  that  every  true  mother  holds  dear,  that 
of  having  a  safe  haven  for  her  young. 
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I  have  talked  personally  to  many  of  those  destitute  families  st(^p- 
ping  at  tourists'  camps.  *  Most  of  them  were  drifting  to  the  Pa- 
cific coast.  We  could  dwell  on  this  phase  of  the  (luestion  indeh- 
nitelv.  but  we  leave  it  to  you  to  Aveigh  its  importance.  What  is  al- 
most as  tragic,  is  the  fact  that  we  are  making  crimmals  out  ol  many 
of  those  tryino-  to  remain  on  the  land.  Many  of  them  are  com- 
pelled to  literally  steal  their  own  grain  in  order  to  feed  their  fami- 
lies. What  I  mean  is  this:  They  can  not  take  a  load  of  grain  to 
their  local  elevator  and  sell  it  and  get  their  flour  or  cash,  owing  to 
the  fact  that  their  crops  were  mortgaged  before  they  were  planted. 
This  compels  them  to  unhiwfully  dispose  of  a  part  of  their  grain 
at  some  elevator  where  they  are  not  known,  or  get  a  neighbor  to  sell 

it  for  them.  .       . 

Another  serious  situation  is  caused  in  the  ranks  of  labor  in  the 
cities  to  which  these  families  drift— they  often  become  scabs  or 

strikebreakers. 

I  stopped  with  a  farmer  over  night  in  one  of  the  fertile  valleys 
north  of  Spokane.  He  told  me  that  he  had  raised  wheat,  cabbage, 
beans,  onions,  etc.,  for  years,  and  had  delivered  milk  and  cream  to 
the  station  practically  every  day  for  the  past  8  years,  but  Avas  now 
Avorse  off  than  Avhen  he  started,  that  he  and  some  50  others  in 
that  valley  had  decided  to  go  on  a  strike,  and  raise  only  Avhat  they 
needed,  that  they  would  raise  no  more  for  the  market  until  some- 
thing was  done  to  stabilize  the  price.  This  feeling  I  find  growing, 
especially  in  diversified  areas,  much  more  than  among  the  special- 
ized grain,  fruit  and  stock-raising  sections. 

When  farmers  become  discouraged  and  decide  to  live  unto  them- 
selves as  the  diversified  farmer  is  prepared  to  do,  w^hat  is  going  to 
hecome  of  the  business  man,  and  those  working  in  industrial  centers? 
Bankruptcy  is  becoming  a  common  practice.  A  number  of  farmers 
have  learned  that  they  can  go  through  bankruptcy  and  possible 
salvage  a  few  hundred  dollars,  and  then  buy  back  their  own,  or  their 
neighbors'  equipment  for  10  cents  on  the  $1.00,  and  by  so  doing  un- 
load the  burden  of  debt  and  let  the  banker  hold  the  sack.  This  in 
many  cases  causes  banks  to  fail,  further  demoralizing  the  situation. 
These  are  a  few  phases  of  the  general  situation  that  I  have  not  heard 
discussed  before  your  committee,  though  possibly  they  have  been. 

I  do  not  think  it  takes  a  Daniel  to  read  the  handwriting  on  the 
^vall.  The  exploiting  interests  and  grain  gamblers  have  never  in  the 
past  allowed  the  star  of  hope  to  disappear  from  the  farmer's  horizon. 
When  a  fallacy  which  they  have  held  up  to  the  farmer  has  been  ex- 
ploded, they  immediately  set  up  another.  By  this  practice  they  have 
been  able  to  keep  the  farmers  working  under  wholly  unjust  condi- 
tions, always  striving  to  make  up  their  losses,  by  working  harder 
und  longer*  hours,  and  causing  their  wives  and  children  to  do  like- 
w^ise.  This  with  the  application  of  machinery  has  made  it  possible 
for  them  to  continue  up  to  the  present,  but  it  seems  that  they  have 
now  reached  the  end  of  that  road.  ^ 

Among  these  false  hopes  that  have  been  set  up  as  the  farmers 
salvation  are  such  as  making  two  blades  of  grass  grow  where  one 
grew  before,  summer  fallow,  diversify,  cooperate,  none  of  which 
except  the  last  can  have  any  possible  bearing  on  the  solution  of  their 
problem,  especially  diversification.    This  is  not  only  not  a  remedy, 
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but  is  economically  unsound.  We  Avill  admit  that  diveisitieation 
is  permissible  at  tliis  time,  owing  to  the  conditions,  but  it  certainly 
can  not  be  put  forth  as  a  remedy.  On  the  other  hand,  cooperation 
is  economically  sound,  but  under'present  conditions,  it  will  not  work 
sufficiently  to  be  considered  in  any  sense  a  remedy.  It  can  not  pos- 
sibly be  brought  about  inside  of  5  to  10  years. 

Let  me  say  that  any  great  industrial  plant  that  would  attempt  to 
carry  out  the  idea  of  diversification  instead  of  specializing  would 
go  bankrupt  inside  of  six  months.  A  man  raises  bees,  for  instance. 
He  puts  in  all  his  time  and  best  thouglit  to  bee  culture.  He  is  cer- 
tainly more  capable  of  producing  quantity  and  quality  than  he 
would  be  if  he  attempted  to  divide  his  time  and  study  between  bee 
culture,  stock  raising,  fruit  growing,  grain  farming,  poultry  raising, 
and  numerous  other  things  in  which  he  might  engage,  any  one  of 
which  can  only  be  partially  mastered  in  a  lifetime. 

The  man  who  specializes  can  organize  and  cooperate  in  the  true 
sense  of  the  word.  The  man  who  diversities  can  not  cooperate  suc- 
cessfully. It  is  a  true  saying  that  those  who  try  to  cover  everything 
as  a  rule  touch  nothing:  Ijesides,  diversification  makes  the  Avorst  kind 
of  slaves  out  of  men  and  Avomen  Avho  engage  in  it. 

I  w^ant  it  clearly  understood  that  in  my  judgment  there  is  only 
one  remedv — that  is  an  adequate  price  for  farm  products.  As  to  co- 
operation,* to  my  mind  the  Standard  Oil  Co.— if  changed  in  one 
lespect — is  the  greatest  cooperatiA^e  organization  in  America.  The 
only  change  necessary  Avould  be  to  cause  their  excess  profits  to  be 
paid  back  in  patronage,  dividends  payable  at  the  time  and  the  place 
the  purchase  is  made.  In  other  Avords,  it  need  only  to  be  changed  in 
the  distribution  of  its  dividends.  It  is  a  great  and  A'aluable  organi- 
zation, and  should  not  be  otherAvise  disturbed. 

As  we  haAT  already  said,  cooperation  as  a  remedy  is  at  least  5  to 
10  years  away,  and  tlie  agricultural  patient  can  not  pOvSsibly  li\e  that 
long,  even  Avith  a  liberal  injection  of  morphine  and  other  stimulants 
known  as  loans,  diA^ersification,  etc. 

In  my  judgment  there  is  only  one  immediate  and  effectiAe  remedy 
so  far  offered,  and  that  is  the  Xorris-Sinclair  marketing  bill.  Ir  is 
true  there  are  other  similar  measures,  none  of  which  are  equal  to  the 
above-named  bill.  This  bill  I  belieA'e  to  be  both  workable  and  e^'o- 
nomically  sound.  In  this  connection  I  might  add  that  I  believe  it 
is  absolutely  necessary  in  addition  to  have  a  fixed  price  on  non- 
perishable  basic  farm  products :  that  is,  wheat,  corn,  and  cotton. 

I  have  heard  a  number  of  witnesses  before  this  committee  state 
that  they  Avere  not  asking  for  a  fixed  price  on  nonperishable  prod- 
ucts, but  nothing  else  will  put  the  farmers  back  on  their  farms. 
The  GoA-ernment  should  take  all  wheat  offered  at  a  fixed  price 
based  on  the  cost  of  production  for  the  past  three  to  five  years,  and 
that  fixed  price  should  be  for  a  year  in  advance  and  be  made  known 
by  the  GoAernment  corporation  each  year  liefore  the  end  of  the 
l>lanting  season.  The  Government  should  provide  for  the  buying 
of  the  wheat  offered  at  this  price  until  they  had  accumulated  a  sur- 
plus— at  least  600,000,000  bushels — or  a  year's  supply .  This  amount 
the  Government  should  be  allowed  to  have  on  hand  at  all  times.  To 
accumulate  a  surplus  of  600,000,000  bushels  Avould  take  from 
three  to  fiAe  years  and  possibly  much  longer,  depending  up<m  the 
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ability  of  foreign  markets  to  absorb  our  surplus.  After  a  surplus 
of  600,000,000  bushels  has  been  accumulated  then  the  Govern- 
ment should  reduce  the  price  each  year  until  the  supply  equals  the 
demand.  But  the  j)rice  must  be  Axed  by  the  corporation  and  be 
made  known  a  year  in  advance.  Think  of  the  farmei*s  going  to 
work  in  the  spring  with  no  knowledge  of  what  they  will  receive  for 
their  labor.  No  officerholder  or  industrial  worker  woidd  think  of 
doing  this.  The  market  should  never  be  broken,  or  the  price  of  flour 
raised,  or  the  children  in  the  cities  go  hungry. 

In  the  meantime,  the  farmers  could  file  each  year  a  statement 
with  the  local  Government  agent  showing  the  amount  of  stored  wheat 
in  tlieir  possession.  This  would  enable  the  Government  marketing 
corporation  to  call  on  them  for  5  or  10  or  20  per  cent  of  their  stored 
grain  from  time  to  time  as  the  market  would  absorb  it.  We  had 
better  not  export  1  bushel  of  grain  than  to  destroy  agriculture  in 
this  country  by  so  doing.  We  had  better  loan  our  surplus  wheat 
direct  to  the  famine  districts  in  Europe  or  issue  curi-ency  against  it, 
in  order  to  hold  it  in  storage,  rather  than  sell  it  at  such  great  sacrifice 
to  the  American  farmer.  Again,  it  w^ould  automatically  solve  the 
ridiculous  situation  of  being  hard  up  because  we  produce  too  much. 
It  would  be  necessary  to  place  a  duty  on  wheat  to  cover  this  spresid 
between  the  fixed  price  and  the  world  market. 

That  the  farmers  want  and  demand  this  bill  to  be  enacted  into  law 
is  evidenced  by  the  fact  that  they  have  been  holding  meetings 
throughout  the  Northwest  and  overwhelmingly  voting  in  favor  of 
this  bill.  I  recall  the  three  days'  meeting  at  Billings,  Mont.,  last 
spring,  attended  by  representatives  of  the  banks,  business  men,  farm- 
ers, and  organized*^  labor  from  the  Northwestern  States,  in  which  the 
condition  of  the  farmers  and  the  remedy  was  debated  pro  and  con. 
with  the  result  that  they  unanimously  declared  for  the  Norris- 
Sinclair  marketing  bill,  also  favoring  price  fixing  as  a  part  of  this 

bill. 

In  conclusion,  I  wish  to  say  the  farmers  are  slowly  getting  to- 
gether to  squeeze  out  the  unnecessary  middlemen.  They  will  be  able 
io  do  this  in  time  through  cooperation  if  the  Government  will  func- 
(i<m  just  a  little  in  their  interest  in  the  meantime.  I  do  not  pose  as 
a  prophet,  but  if  this  bill  is  not  acted  upon  favorably  it  will  be  a 
leading  issue  in  1924,  and  those  who  stand  in  its  way  will  have  less 
chance  to  do  so  in  the  future  than  those  who  supported  the  Esch- 
Cummins  law^  before  the  last  campaign.  This  Congress  must  save 
agriculture. 

Senator  McNart.  Have  you  ever  owned  and  operated  a  farm.  Mr. 

Dorm  an? 

Mr.  DoRMAN.  Until  I  was  21  years  of  age  I  lived  on  a  farm  all 

my  life. 

Senator  McKinmjt.  Which   are  the   famine-stricken  districts  of 

Europe  now  ? 

Mr.  DoRMAN.  Well,  using  the  word  famine,  there  would  not  be 
any  so  described.  Russia  has  been  and  others  have  been  in  years 
past,  and  probably  will  be  again. 

Senator  MoKini^et.  Well,  but  you  are  going  to  have  us  send  this 
grain  into  the  famine-stricken  districts  of  Europe. 

Mr.  DoRMAN.  At  such  time  as  there  are  such  districts  and  we  have 
it  in  our  possession. 
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Senator  Norbbck.  Mr.  Chairman,  may  I  ask  this  question  t 
What  are  the  features  of  the  Esch-Cummins  Act  that  raised  the 

rates  that  you  spoke  of?  i  i.-     i 

Mr.  DoRMAN.  The  worst  features  are  those  that  have  relatively 
raised  the  rates  to  the  farmers  of  the  Northwest.     That  is  one  of 

them.  .  1        1         1  • 

Senator  Norbbok.  How  much  raising  of  rates  has  there  been  since 

the  passage  of  the  Esch-Cummins  Act  ? 

Mr.  DoRMAN.  Well,  as  I  stated  in  the  beginning,  I  am  not  prepared 

to  give  statistics  or  details  to  this  committee  that  would  l)e  of  any 

value  to  you. 

Senator  Norbbck.  But  approximately. 

Mr.  DoRMAN.  I  am  not  able  to  say.  . 

Senator  Norbbck.  Is  it  not  a  fact  that  the  rates  they  are  suftenng 
from  were  in  force  before  the  passage  of  the  Esch-Cummins  Act  ( 

Mr.  Dorm  AN.  I  am  not  an  authority  on  that. 

Senator  McNary.  Is  there  any  other  member  of  the  committee 
that  would  like  to  ask  Mr.  Dorman  any  questions?  If  not.  we  thank 
vou,  Mr.  Dorman. 

STATEMENT  OF  MR.  BENJAMIN  C.  MAESH,  EXECUTIVE  SECRE 
TARY  OF  THE  PEOPLE'S  RECONSTRUCTION  LEAGUE  AND  MAN- 
AGING   DIRECTOR    OF    THE    FARMERS'    NATIONAL    COUNCIL, 
WASHINGTON,  D.  C. 

Senator  McNary.  All  right,  Mr.  Marsh.  State  your  name  and 
w^hom  vou  represent. 

Mr.  Marsh.  Benjamin  C.  Marsh.  I  am  executive  secretary  of  the 
People's  lleconstruction  League  and  managing  director  of  the 
Farmers'  National  Council,  with  headquarters  in  the  Bliss  Building 

here. 

I  would  say,  Mr.  Chairman  and  members  of  the  committee  that 
during  the  past  summer  T  have  talked  in  about  14  States,  from  Texas 
and  Arkansas  out  to  the  Pacific  coast,  and  have  studied  the  condi- 
tion of  the  farmers  at  first  hand  in  so  far  as  one  can  in  talking  with 
hundreds  of  them,  probably  thousands  in  the  aggi-egate,  and  not 
only  all  the  progressive  farm  organizations,  but  the  labor  organiza- 
tions, the  American  Federation  of  Labor,  the  transportation  grouj) 
of  railroad  brotherlioods.  the  Amalgamated  Clothing  Workers, 
and  others,  have  indorsed  this  measure  because  they  realize  the  ex- 
treme seriousness  of  the  farmers'  condition,  and  that  we  are  now 
getting  the  aftermath  of  the  war. 

This  Norris-Sinclair  bill  can  certainly  be  regarded  in  part  as  a 
war  measure.  'Hie  Government  urged  the  farmers  to  extend  their 
wheat  acreage,  and  they  did.  and  their  cotton  acreage  and  they  did, 
and  after  the  war  was  over  the  farmers,  having  incurred  very  heavy 
obligations  at  a  fixed  level  of  prices  for  farm  products,  suddenly,  bv 
executive  fiat  of  the  Federal  Keserve  Board,  and  I  am  sorry  that  I 
am  obliged  to  add,  under  the  control  of  the  great  financial  interests, 
there  was  a  drastic  reductio  nin  credits,  and  the  farmers  were  left 
with  their  fixed  investment  incurred  during  a  period  of  high 
prices,  and  with  their  purchasing  power  reduced  to  roughly  50  or  60 
per  cent  of  Avhat  it  was  when  the  indebtedness  Avas  incurred. 

We  are  urging  the  passage  of  this  Norris-Sinclair  bill  not  as  a 
panacea,  but  as  the  only  effective  method  of  getting  stmie  efficiency 
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in  our  terribly  wasteful  and  inefficient  method  of  distributing  staple 
farm  products. 

You  probably  have  some  of  you  seen  the  statement  by  a  rather 
conservative  gentleman,  Mr.  Yocum — I  think  he  is  president  of  the 
Southern  Pacific;  I  am  not  sure,  but  he  is  president  of  one  of  the 
great  railroads— in  which  he  points  out  that  conservative  figures 
show  that  in  1922  the  faimer's  crop  was  worth  to  him,  or  he  received 
for  them,  approximately  seven  and  a  half  billion  dollars,  and  the 
consumers  paid  twenty-two  and  a  half  billion. 

Mr.  W.  W.  Fitzwater,  who  was  before  you  the  other  day,  the  na- 
tional president  of  the  Farm  Labor  Union  of  America,  pointed  out 
that  he  was  wearing  a  cotton  shirt  which  he  bought  in  Texas  this 
month  and  paid  $2.50  for  it,  and  for  the  cotton  he  raised — ^lie  is  a 
large  cotton  grower — they  get  down  in  that  neighborhood  on  the 
average  around  20  to  22  cents  a  pound,  or  roughly  $100  a  bale,  and 
that  cotton  shirt  was  selling  at  the  rate  of  $5,000  per  bale  of  cotton. 

We  are  going  to  have  other  witnesses  to  point  out  to  you  that  in 
every  city  of  the  United  States  bread  can  be  sold  at  a  good  profit  at 
8  cents,  and  in  some  probably  at  7  cents. 

Senator  McNary.  Per  loaf? 

Mr.  Marsh.  Per  loaf ;  yes,  sir. 

Senator  Ladd.  Per  1-pound  loaf? 

Mr.  Marsh.  One-pound  loaf.  Last  Saturday  I  went  to  the  market 
to  get  it  cheaper  and  paid  11  cents  a  loaf  for  a  1-pound  loaf  of  wheat 
bread,  and  10  cents  a  loaf  for  a  pound  loaf  of  rye  bread. 

I  want  to  get  here  a  lieutenant  colonel  of  the  Army  to  point 
out  how^  the  Government — you  have  heard  so  much  about  its  in- 
efficiencv — is  manufacturing  bread  at  a  cost  of  around  4  cents,  as  I 
understand  it,  and  I  want  also  to  get  Mr.  J.  A.  ^Vhitfield,  the  presi- 
dent of  the  Old  Dutch  Market,  here  to  point  out  to  you  how  cheaply 
they  are  manufacturing  bread,  and  to  give  you  statistics  as  to  how 
the  consumption  of  wheat  bread  will  increase  with  each  drop  of  1 
cent  in  the  price  charged  for  bread.  Those  are  detailed  figures  and 
I  want  to  get  the  experts  to  testify  to  them,  with  the  permission  of 
the  committee. 

Senator  McNary.  We  will  be  glad  to  have  them. 

Mr.    Marsh.  As    to    the    statement    that    we    are    overproducmg 

wheat 

Senator  Ralston.  Before  you  go  to  that  question,  nuiy  I  ask  a 

question  i 

Mr.  Marsh.  Yes,  sir. 

Senator  Kalstox.  I  observed  what  you  said  about  the  price  of  the 
shirt  and  what  it  represents  as  to  the  price  of  a  bale  of  cotton.  Your 
statement  implies  that  there  is  a  grievous  wrong  in  that  situation. 

What  is  your  remedy  ?  ,  .  , 

Mr.  Marsh.  Our  remedy  at  this  juncture  is  to  create  this  market- 
ing corporation  through  which  the  cotton  growers  can  sell  their 
cotton  here  and  abroad. 

Senator  Ralston.  So  as  to  enable  the  consumer  to  have  a  cheaper 

shirt  ? 

Mr.  Marsh.  Yes.    And  then  one  of  the  great  features  of  this  bill 

is  the  provision,  if  I  may  read  it: 

It  is  hereby  declared  to  be  the  object  and  purpose  of  this  act  to  provide 
a  market  for 'the  sale  of  agricultural  products  and  to  eliminate  as  far  as  pos- 
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sible  the  commissions  and  charges  that  are  exacted  upon  agricultural  products 
from  the  time  such  products  leave  the  producer  until  the  same  reach  the  con- 
sumer, and  to  thereby  Increase  the  price  which  the  producer  received  and 
decrease  the  price  which  the  consumer  pays. 

So  that  this  corporation.  Senator  Ralston,  would  have  the  power^ 
as  Ave  construe  this  bill,  to  investigate  where  the  terrible  loss  comes 
in  or  waste  comes  in  between  the  producer  of  cotton  and,  answering 
your  specific  question,  the  consumer  of  cotton  in  the  form  of  shirts 
or  other  household  linen  wear,  etc. 

Senator  Ralston.  Suppose  you  locate  it;  what  are  you  going  to 
do  to  reduce  the  price  of  cotton  shirts  to  the  American  consumers? 

Mr.  Marsh.  One  great  factor  in  securing  economic  justice  is  pub- 
licity and  information  as  to  the  facts. 

Senator  Ralston.  That  will  take  place  in  having  notice  given  that 
they  are  very  rich,  and  growing  richer,  but  that  does  not  eliminate 

them. 

Mr.  Marsh.  But  I  have  very  seldom  found  people  who  are  so 
vastly  rich  that  thev  want  to  blow  in  all  their  money  on  $5  shirts 
or  $2.50  shirts  wheii  they  ought  to  be  able  to  get  them  for  50  cents 
to  To  cents 

I  will  just  finish  this  one  question,  and  then  I  am  going  to  yield 
to  Mr.  Browne,  with  your  permission,  Mr.  Chairman,  to  return  later 

myself. 

The  Farm  Labor  Union  of  America  has  as  part  of  its  program — 
but  it  is  not  involved  in  this  bill  at  all— to  establish  State  and  munic- 
ipal bleacher ies  and  cotton  factories  right  down  there  in  the  South, 
near  where  the  cotton  is  raised.  In  other  words,  they  are  looking  to 
efficiency — the  manufacture  of  the  raw  product  just  as  near  the  place 
where  the  product  is  produced  as  possible. 

Senator  Ralston.  You  understand  I  am  not  taking  exception  to 
your  testimony? 

Mr.  Marsh.  Not  at  all. 

Senator  Ralstox.  What  I  am  trying  to  ascertain  is  what  remedy 
3'ou  have  to  suggest. 

Mr.  Marsh.  I  appreciate  your  question  was  entirely  sympathetic, 
and  I  w^ould  like  to  answer  this  other  matter  a  little  later,  but  may  I 
now  yield  to  Mr.  Browne,  Mr.  Chairman  ? 

Senator  McNary.  Yes. 

Mr.  Marsh.  With  further  reference  to  the  relation  between  over- 
production and  underconsumption,  I  would  point  out  that  the  best 
way  and  the  mcst  important  way  to  secure  increased  consumption 
of  staple  farm  products  in  the  United  States  is  probably,  and  I 
think  certainly,  to  increase  the  consuming  pow^r  of  the  American 
people  by  reducing  the  price  and  maintaining  a  high  wage  scale  for 
labor  and  also  to  supplement  that  by  trying  to  get  more  foreign 
markets  for  our  surplus  of  wheat  or  any  other  staple  farm  products. 
such  as  cotton,  that  can  not  be  entirely  consumed  here. 

1  want  to  point  out  the  fact  that  from  1918  to  1920  the  domestic 
consumption  of  wheat  in  the  United  States  fell  per  capita  from  6.9 
bushels  to  4.6  bushels,  or  a  reduction  of  exactly  one-third,  or  approxi- 
mately 230,000,000  bushels  reduction  in  one  year. 

Senator  Gooding.  Where  did  you  get  those  figures  ? 

Mr.  Marsh.  Those  were  the  figures  reported  by  the  Department 
of  Agriculture,  and  they  are,  I  think,  quite  accurate.  I  thought  I 
would  try  to  quote  almost  entirely  Government  figures. 
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Now,  I  want  to  go  back  to  this  question  as  to  the  situation  of  the 
farmers.  It  is  primarily  a  humane  proposition.  We  are  told  that 
there  are  too  many  farniers  in  the  United  States.  Mr.  Roger  W. 
Babson  says  that  there  are  approximately  one-third  too  many  farmers 
in  the  United  States.  We  are  going  on  the  assumption  that  this 
humane  Government  is  to  put  one  farmer  out  of  every  three  up 
against  a  stone  wall  and  say,  "We  are  not  going  to  shoot  ycu,  but 
we  have  got  too  many  farmers,  and  we  are  going  to  freeze  you  out.' 

The  Government's  policy  in  the  past  has  been  to  encourage  people 
to  go  on  the  farm,  and  last  summer,  when  I  secured  a  letter  from 
Washington  State  giving  a  pathetic  story  from  a  farmer,  that  they 
were  threatening  to  foreclose  his  mortgage  because  he  could  not  pay 
the  interest  on  his  loan  that  he  got  from  the  farm  loan  system,  I 
asked  an  official  of  the  Federal  Farm  Loan  Board  what  they  would  do, 
and  he  said,  "  Well,  now,  we  are  going  to  be  as  lenient  as  we  can, 
but  the  main  thing  to  consider  is  the  bond,  and  we  have  loaned  very 
conservatively  only  about  50  per  cent  of  the  value  of  that  farm,  that 
is,  of  the  land,  not  including  the  value  of  the  improvements  and  one- 
tiftli  on  tlie  improvement  vahie,"  and  he  said  "  Even  if  we  had  to 
close  these  farmers  out  the  bondholders  are  safe,  because  the  farm  will 
sell  for  the  face  of  the  mortgage." 

'•  Well,"  I  said.  "  What  about  the  farmer?"  His  reply  was  that  he 
was  sorry  for  the  farmer.  I  think  he  had  occasion  to  be  sorry  for 
the  farmer,  and  I  am  not  prepared  to  say  that  it  is  not  possible  that 
we  may  have  a  few  inefficient  farmers.  I  think  undoubtedly  there 
aie  some  inefficient  farmers,  but  I  do  not  doubt  that  nearly  every 
business  has  at  least  from  25  to  45  per  cent  inefficiency,  but  I  do  doubt 
whether  it  is  true  that  we  have  too  many  farmers  in  the  United 
States  to-day,  particularly  when  we  view  the  demand  for  the  abolition 
or  repeal  of  the  restriction  on  immigration. 

The  outstanding  fact  is  this,  that  we  have  developed  the  country 
very  rapidly,  but  that  we  could  consume  most  of  the  farm  products 
which  we  produce  in  the  United  States  and  maintain  the  present 
farmers,  the  proof  being  the  fact  that  the  domestic  consumers  of 
farm  products  are  to-day  paying  about  three  times  as  much  as  the 
farmers  are  getting  therefor,  and  that  those  consumers  of  farm 
products,  at  the  prices  now  of  farm  j)r()diicts,  are  paying  enough  to 
assure  every  farmer  now  on  the  farm  full  cost  of  production — I  mean 
reasonable  cost  of  production — and  a  fair  profit,  and  to  pay  all 
necessary  costs  of  transportation  and  distribution. 

We  have  been  told  that  the  solution  for  this  situation  is  farmers' 
cooperative  marketing,  and  I  want  to  point  out  to  the  members  of 
this  conmiittee  that  that  is  not  sufficient.  There  is  not  a  single  far- 
mers' cooperative  commodity  marketing  association  handling  any 
staple  farm  products  raised  over  a  large  area  wliich  for  any  long 
period  of  time — I  except,  of  course,  w^ar  times — has  been  able  to  get 
the  farmers  anywhere  near  the  cost  of  production.  1  am  sure  my 
friend.  Senator  Johnson,  will  concur  in  that.  They  have  helped 
them  to  get  more  than  they  otherwise  would  have  gotten,  and  it  has 
been  a  great  help,  but  the  fact  remains  that  the  individual  farmers' 
cooperatives  can  not  compete  against  the  great  financial  interests  of 
this  country. 

Senator  Rai.ston.  Now,  Mr.  Chairman,  he  is  on  a  very  important 
subject  here,  and  I  take  it  will  take  some  time  to  get  tlu'ough  witli 
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it.    It  is  within  a  few  minutes  of  the  time  of  meeting  of  the  Senate. 
Had  we  not  better  take  that  up  later? 

Mr.  Marsh.  I  w^ant  to  show  how  these  farmers'  cooperatives  fit 
in  with  the  Nor ris- Sinclair  bill. 

(The  committee  thereupon  adjourned  until  10:30  o'clock  a.  m. 
Thursday,  January  17,  1924.) 

(The  following  statement  by  Mr.  Marsh  was  made  on  Friday, 
January  18,  and  is  incorporated  in  the  hearings  at  this  point  by 
order  of  the  chairman.) 

Mr.  Marsh.  Mr.  Chairman,  T  was  discussing,  when  I  left  otf,  the 
feasibility  or  possibility  of  having  staple  farm  products  handled  by 
farmers'  cooperatives,  and  wanted  to  point  out  what  had  happened, 
and  why  that  alone  is  not  feasible. 

There  has  been  several  very  important  and  rather  widely  heralded 
efforts  to  market  staple  farm  products  through  farmers'  cooperatives, 
and  it  appears  that  the  movement  has  been  largely  corralled  by  cer- 
tain interests.  I  asked  the  War  Finance  Corporation  to  send  me  a 
statement  of  the  total  loans  made  to  cooperative  marketing  asso- 
ciations up  to  October  25,  1923,  and  I  was  interested  to  observe  that 
out  of  the  total  as  submitted  to  me  of  $202,589,000  of  approvals 
made  by  the  War  Finance  Corporation  up  to  date  of  October  25, 
1923,  approximately  two-thirds  of  the  approvals  had  been  made  to 
the  farmers'  cooperatives,  for  which  Mr.  Aaron  Sapiro,  in  testifyin<r 
before  the  House  Committee  on  Banking  and  Currency  on  February 
9,  1923,  stated  that  he  was  counsel.  In  other  words,  here  is  one 
man,  Aaron  Sapiro,  who  is  publicly  opposed  to  the  Norris- Sinclair 
bill,  who  has  been  able  to  arrange  it  so  that  the  cooperative  organi- 
zations for  which  he  is  counsel  have  gotten  approximately  two- 
thirds,  as  far  as  the  records  go,  and  maybe  considerably  more,  of 
the  total  approvals  to  cooperative  marketing  associations  made  by 
the  War  Finance  Corporation. 

The  situation,  it  seems  to  me,  justifies  this  statement,  which  I 
want  to  emphasize,  in  view  of  the  fact  that  there  has  been  a  good 
deal  of  discussion  of  the  success  or  lack  of  success  of  farmers  in 
organizing  cooperative  marketing  associations,  and  that  is  that  they 
have  never  yet  been  able  for  any  length  of  time  to  secure  for  the 
farmers  a  fair  price  for  their  product  for  any  staple  farm  com- 
modity, but  I  think  we  will  all  agree,  and  I  think  it  was  partly 
your  purpose.  Senator  Norris,  in  drafting  your  bill,  to  so  draft  it 
that  the  Government  could  work  in  purchasing  of  staple  farm  ])rod- 
ucts  through  the  farmers'  cooperative  organizations,  not  by  any 
means  as  a  substitute,  as  I  understand,  for  the  farmers'  cooperative 
marketing  organization,  but,  of  course,  it  means  efficiency  if  the 
marketing  of  these  staple  farm  products  abroad  at  least  can  be 
effected  through  one  central  agency,  to  wit,  the  Government. 

I  also  want  to  point  out  that  your  bill — the  Norris  bill — provides 
that  the  corporation  can  loan  money  to  any  farmers'  cooperative  as- 
sociation if  they  elect  to  secure  loans  from  the  corporation  instead  of 
attempting  to  sell  directly  to  the  Government  corporation.  I  don't 
know  whether  there  has  been  put  into  the  record  this  release  of  the 
Department  of  Agriculture  of  January  9,  1924,  on  farm  foreclosure^^ 
and  bankruptcies  since  1920,  in  which  the  statement  is  made  that 
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moi-e  than  84  per  cent  of  the  owner  farmers  in  15  corn  and  wheat 
producing  States  lost  tlieir  farms  with  or  without  legal  process 
between  1920  and  1923.  It  is  a  brief  statement,  and  I  think  it  would 
be  very  valuable  to  have  it  incorporated  in  the  record  if  it  would  be 
agi-eeable  to  you. 

The  Chairman.  All  right. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

FARM   FORECLOSUKES  AND  BANKRUPTCIES   SINCE    1920. 

More  than  8i  per  cent  of  the  owner-fanners  in  15  corn  and  wheat  produc- 
ing States  lost  their  farms  with  or  without  legal  process  between  1920  and 
the  spring  of  1923,  the  United  States  Department  of  Agriculture  has  learned 
through  a  special  inquiry  to  which  2,400  farmers  in  the  upper  Mississij^pi 
Valley  replied.  In  addition,  more  than  15  per  cent  of  the  owners  were  in 
fact  temporarily  insolvent,  but  held  on  through  the  leniency  of  creditors. 

The  2,400  farmers,  each  reporting  for  a  specified  area,  made  returns  on 
09.000  owner-farmers.  It  was  shown  that  of  these  owner-farmers  2,800  lost 
their  farms  through  foreclosure  or  bankruptcy;  3,000  lost  their  farms  with- 
out legal  process,  and  10,400  farmers  held  on  through  the  leniency  of  creditors. 

Of  26.000  tenant-farmers  in  the  areas  covered.  1,900,  or  more  than  7  per 
cent,  lost  their  property  through  formal  proceedings;  2,000.  or  more  than  7 
per  cent  went  under  without  legal  formality :  and  5,.50O,  or  more  than  21  per 
(ent,  were  spared  such  losses  only  through  the  leniency  of  creditors. 

Applying  the  percentages  of  losses  obtained  in  the  inquiiy  to  the  3920 
census  figures  for  owners  and  tenants  in  the  States  covered,  it  is  estimated 
that  out  of  a  total  of  2.289,000  owner  and  tenant  farmers,  more  than  108,000 
lost  their  farms  or  other  property  through  foreclosure  or  bankruptcy;  over 
122,000  lost  their  property  without  legal  proceedings,  and  nearly  373.0(X)  re- 
tained their  property  through  the  leniency  of  creditors. 

It  appears  from  the  inquiry  that  of  the  owner-farmers  who  had  lost  their 
farms,  more  than  43,000  experienced  such  loss  as  the  result  of  purchase  of 
their  farms  or  of  other  farm  land  during  the  land-boom  period,  whereas  nearly 
ll.fKX>  of  all  owner  and  tenant  farmers  in  the' 15  States  lost  their  property 
as  the  result  of  unwise  investments  in  enterprises  other  than  farming. 

Th(;  losses  of  farms  by  owners  were  relatively  more  numerous  in  Montana, 
North  Dakota.  Colorado,  and  South  Dakota,  and  less  numerous  in  the  cast 
Xortli-Central  States.  Losses  of  property  by  tenants  were  also  relatively 
more  numerous  in  the  Western  States  covered  by  the  reports. 

Mr.  Marsh.  I  would  think  that  this  statement  in  this  release  of 
the  Department  of  Agriculture  ou<?ht  to  be  investigated : 

It  appears  from  the  inquiry  that  of  the  owner  farmers  who  liad  lost  their 
farms  more  than  43,000  experienced  such  loss  as  the  result  of  purchase  of 
their  farms  or  of  other  farm  lands  during  the  land  lujom  period,  wliereas  nearly 
11,000  of  all  owner  and  tenjint  farmers  in  the  15  States  lost  their  property 
as  the  result  of  unwise  investments  in  enterprises  other  than  farming. 

That  is  a  matter  wiiich  it  seems  to  me  ought  to  be  investigated, 
because  I  don't  know  what  evidence  the  Department  of  Agriculture 
has  that  farmers  have  gone  and  lost  money  in  other  enterprises  than 
farming.  It  seems  to  me  that  they  have  had  ample  opportunity 
to  lose  all  that  is  possible  in  farming,  and  I  can  not  imagine  that  any 
of  them  have  gone  afield  to  seek  other  methods  of  going  in  debt 
or  losing  whatever  property  they  might  have. 

The  Chairman.  Your  theoi-y  is  that  any  farmer  Avho  could  not 
lose  enough  money  in  farming  and  had  to  go  into  something  else 
to  lose  it  must  have  had  something  the  matter  with  him  ^ 

Mr.  Marsh.  The  farmer  who  did  not  realize  that  the  best  way  in 
the  world  to  lose  money  was  through  farming  had  something  wrong 
with  him. 


'■  h 


9 


i 


PURCHASE   AND   SALE   OF   FARM  PRODUCTS. 


177 


I  think,  frankly,  it  is  a  rather  evasive  statement  on  the  part  of 
the  Department  of  Agriculture  that  the  farmers  have  sought  other 
means  of  losing  money,  and  I  think 

The  Chair3IAN.  I  don't  want  to  interfere  with  your  presentation 
of  your  ideas,  but  do  you  intend  to  get  back  again  to  this  statement 
about  the  loaning  of  money  by  the  War  Finance  Corporation  to 
cooperatives  ?  If  you  do  not,  I  would  like  to  ask  you  some  questions 
about  it  now. 

Mr.  Marsh.  I  would  be  glad  to  have  you  ask  them. 

The  Chairman.  Did  you,  in  making  your  inquiry  of  the  depart- 
ment, make  a  list  of  the  cooperatives  and  the  amount  loaned  to 
cooperatives  ? 

Mr.  Marsh.  This  is  the  list  which  they  gave  to  me. 

Senator  Gooding.  Is  that  War  Finance  now  ? 
"  The  Chairman.  Yes ;  we  are  talking  about  the  War  Finance  Cor- 
poration.    Mr.  Marsh  has  referred  to  the  report,  but  he  gave  the 
totals  only. 

Now,  is  this  list  that  you  have  here  what  they  gave  you  ? 

Mr.  Marsh.  That  is  what  they  gave  me,  and  could  I  incorporate, 
in  answer  to  your  question,  this  statement  of  Aaron  Sapiro  as  to 
what  organizations  he  is  counsel  for?  I  don't  want  you  to  take 
my  word  for  it,  but  I  w^ant  you  to  take  Mr.  Sapiro's  own  statement 
of  what  organizations  he  is  counsel  for,  as  made  in  this  committee 
report  of  the  House  Committee  on  Banking  and  Currency.  I  would 
like  to  have  this  list  incorporated  in  the  record. 

The  Chairman.  I  want  this  list  in  the  record.  I  have  been 
intending  to  get  that  information  myself. 

(The  statement  of  Mr.  Sapiro,  referred  to,  is  here  printed  in  full, 
as  follows:) 

Mr.  Sapiro.  First,  I  should  identify  myself.  My  name  is  Aaron  Sapiro; 
residence,  San  Francisco. 

In  making  these  points  I  appear  as  counsel  for  the  executive  committee  of 
the  National  Council  of  Farmers'  Cooperative  Marketing  Associations,  which 
met  here  in  December  and  is  now  arranging  its  own  permanent  organizatioiL 
That  includes  approximately  870,000  farmers  in  various  cooperative  activities. 

Then  I  am  here  as  direct  counsel  for  the  American  Cotton  Growers'  Ex- 
change, which  is  comprised  of  cotton  associations  in  the  States  of  Texas, 
Arkansas,  Oklahoma,  Mississippi,  Louisiana,  Georgia,  Alabama,  North  Caro 
lina,  and  South  Carolina,  witli  a  total  membership  of  approximately  190,0(X) 
farmers. 

Likewise  as  counsel  for  the  rice  growers'  associations  in  Arkansas  and 
Louisiana,  with  a  total  membership  of  approximately  6,000. 

Likewise  the  wheat  associations  in  Oklahoma,  Texas,  and  Colorado,  with 
a  membership  of  approximately  8,000. 

And  tobacco  associations:  The  TJurley  Association  in  Kentucky,  Tennessee, 
Ohio,  Virginia,  and  West  Virginia;  the  Bright  Tobacco  Association  of  Vir- 
ginia, North  Carolina,  and  South  Carolina ;  and  the  Dark  Cooperative  Tobacco 
Associations  of  Kentucky,  Tennessee,  and  Indiana ;  the  Connecticut  Valley 
Tobacco  Association  in  Connecticut  and  Massachusetts:  the  Northern  Wis- 
consin Cooperative  Tobacco  I'ool  in  Wisconsin,  wliicli  have  a  membership  of 
approximately  23,000  members. 

Likewise  for  potato  organizations  in  Texas  and  some  of  the  other  Sourhem 
States,  and  we  are  now  organizing  in  Maine. 

Likewise  dried-vegetable  and  fruit  associations,  stretching  from  California 
and  including  New  York,  with  a  total  membership  of  approximately  10i>.(KX). 

For  the  Poultry  Producers'  Associati<>n  in  California  and  on  the  Pacific  coast, 
chiefly  the  associations  of  central  California  :  and  the  Pacific  Egg  Producers, 
including  approximately  22.000  members;  for  dairy  groups  stretching  from 
Calif4»rnia  to  Texas  and  Illin«»is,  including  approximately  20,(MM>  in  those  groups. 

The  Wool  Association  in  Texas. 
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And  then,  as  organizing  counsel  for  a  group  of  other  wheat  and  other  types 
of  associations  throughout  the  United  States. 

I  wanted  to  malce  clear  the  viewpoint  to  which  I  spoke. 

The  Chairman.  This  statement  here  gives  an  itemized  list,  together 
with  the  amount  of  each  loan  made  by  the  War  Finance  Corporation 
to  these  various  associations^ 

Mr.  Marsh.  That  is,  approvals;  not  actual  loans. 

The  Chairman.  There  is  a  big  difference  there  between  an  approval 
and  what  they  actually  loaned. 

Mr.  Marsh.  I  asked  them  what  they  loaned,  and  they  said  they 
could  not  give  me  that,  but  they  could  give  me  the  approvals. 

The  Chairman.  I  take  it  from  that  that  they  have  loaned  them. 

Mr.  Marsh.  I  think  they  have  ordered  them. 

The  Chairman.  Tliev  were  called  on  to  make  the  loan,  otherwise 
they  would  not  ha^•e  approved  it. 

Senator  Gooding.  They  may  not  have  gotten  through  with  all  the 
machinery,  but  they  can  be  called  a  loan,  and  I  think  it  is  probable 
we  can  accept  it  that  the  loan  has  been  made  if  it  has  been  approved. 

The  Chairman.  That  is  my  assumption;  and  if  it  is  not  right,  I 
would  like  to  know  it.  I  assume  when  they  approve  a  loan  they  make 
a  loan. 

Senator  Gooding.  As  soon  as  thev  can  reach  it. 

Mr.  Marsh.  That  is  the  intention. 

The  Chairman.  Oh,  yes.  They  might  not  do  it  that  day,  but  there 
would  be  no  use  approving  it  if  they  did  not  loan  it. 

Mr.  Marsh.  Particularly  I  think  that  would  be  valuable.  Senator 
Norris,  because  you  will  see  that  a  krge  loan  was  made  to  the  Texas 
Farm  Bureau  Cotton  Association;  and  that  association,  I  learned 
wlien  I  was  in  Texas  last  June  and  in  July  and  in  December,  is  suing 
the  farmers  for  $5,000,000  for  selling  some  of  their  cotton  outside  of 

the  pool.  " 

The  Chairman.  This  loan,  according  to  this  list,  made  to  the  Texas 
Farm  Bureau  Cotton  Association,  was  for  $19,000,000.  Is  Sapiro 
attorney  for  that  association? 

Mr.  Marsh.  Yes,  sir. 

The  Chairman.  Put  in  the  record  the  list,  if  you  have  it  there. 

Mr.  Marsh.  I  have  it  right  here  and  will  put  it  in  the  record. 

(The  list  referred  to  is  here  printed  in  full,  as  follows:) 

[Prepared  by  Mr.  Cooksey  of  the  War  Mnanco  Corporation  at  the  requi'st  of  Benjamin  C. 
Marsh,  managing  director  The  Farmers'  National  Council.] 

Approvals  to  cooperative  marketing  associations  to  October  5,  192S. 

California  Cooperative  Canneries $700.  000 

Alabama  Cotton  Growers  Association 100,  000 

Alabama  Far  Burean  Cotton  Association 3,000,000 

Arizona  Pimacotton  Growers   Association 2.400,000 

Arkansas  Cotton  Growers  Cooperative  Association 7,500,000 

Arkansas  Farmers  Union  Cotton   Growers  Cijoperative  Associa- 
tion    1.  000,  000 

Georgia  Cooperative  Cotton  Growers  Association .5,000,000 

North  Carolina  Cotton  Growers  Association 10.000,000 

Oklahoma   Cotton    Growers  Cooperative  Association 12,000,000 

South  Carolina  Cotton  Growers  Association 15,000,000 

Staple  Cotton   Cooperative   Association 13,000,000 

Texas  Farm  Bureau  Cotton  Association 19,000,000 

California  Prune  &  Apricot  Growers 1,250.000 
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E(iuity  Cooperative  Association $15,  000,  000 

Idaho  Wheat  Growers  Association 3,  000,  000 

Kansas  Wheat  Growers  Association o  ^' nnr 

Montana  Wlieat  Growers  Association S'Sa'aJJ* 

North  Dakota  Wheat  Growers  Association 5,  000,  00l> 

Oklahoma  Wlieat  Growers  Association 2,  500,  000 

Oregon  Cooperative  Grain  Growers 1.  500, 000 

Texas  Wheat  Growers  Association 500,000 

Washington    W^heat   Growers   Association 8,  0(X),  00(> 

Elephant  Butte  Alfalfa  Association 200,  00J.> 

Texas  Hay  Association n^^'fto? 

Peanut  Growers  Exchange  (Inc.) ?'  V^'SS 

Arkansas  Rice  Growers  Cooperative  Association 5,  750,  000 

California  Rice  Growers  Association 5,500,000 

Louisiana  Farm  Bureau  Rice  Growers  Cooperative  Association—  2,  000,  000 

Egyptian  Seed  Growers  Exchange 50,  000 

Cane  Growers  Cooperative  Association —  35, 000 

Burley  Tobacco  Growers  Cooperative  Association 15,000,000 

Dark  Tobacco  Growers  Cooperative  Association 11,500.000 

Tobacco  Growers  Cooperative  Association 30, 000, 000 

Total - $202,  589,  634 

Includes  $5,262,183.90  approved  under  section  21,  and  $1,500,000  approved 
October  3,  1923. 

Mr.  Marsh.  Mr.  Sapiro,  of  course,  is  not  entirely  personally  dis- 
interested. He  got,  according  to  the  Iowa  Homestead,  the  modest 
fee  of  $30,000  for  three  week  s  work  in  organizing  one  of  these  to- 
bacco associations.  That  is  at  the  rate  of  $520,000  a  year,  which  is 
almost  as  much  as  a  Senator  gets. 

The  Chairman.  Have  you  any  other  evidence  there  as  to  the  total 
amount  Mr.  Sapiro  has  gotten  from  these  various  associations  as 
attorney  ? 

Mr.  Marsh.  No.  I  think  the  only  way  you  could  get  that  would 
be  through  that  amendment  to  the  revenue  law  requiring  publicity 

as  to  incomes. 

But  I  say  it  was  only  at  that  rate  that  Mr.  Sapiro  was  paid  on  this 
occasion.     He  is  too  modest  to  tell  what  he  is  getting. 

The  Chairman.  I  only  know  what  I  have  read  in  the  press  and 
and  in  conversation  with  some  other  people  who  are  reasonably  well 
posted,  I  think,  on  cooperative  organizations,  but  I  understand, 
from  recent  developments  in  the  Farm  Bureau  Association,  that 
Mr.  Sapiro'S  services  as  attorney  were  dispensed  with. 

Mr.  Marsh.  Yes,  at  their  last  meeting,  I  understand,  at  Chicago, 
in  December,  they  terminated  their  arrangement  with  Mr.  Sapiro. 
Their  membership,  or  a  lot  of  them,  were  opposed  to  the  methods 
of  Mr.  Sapiro;  also  they  realized  that  they  were  not  accomplishing 
the  desired  end,  that  is,  getting  a  fair  price  for  their  product.  Of 
course,  I  except  some  fruit  associations,  which  are  rather  local  in 
their  nature,  but  the  Kaisin  Growers'  Association  nearly  went  on  the 
rocks  about  a  year  or  so  ago,  and  were  saved  by  being  reorganized 
by  the  bankers. 

'  These  organizations  for  which  Mr.  Sapiro  is  counsel,  or  their 
members,  are  tied  up  in  most  of  the  organizations,  for  a  period  of 
live  to  seven  years.  As  I  stated,  they  are  suing  the  Texas  cotton 
growers  for  $5,000,000. 

In  North  Carolina,  as  I  understand,  and  in  Virginia,  they  are  not 
only  suing,  but  they  are  jailing  some  of  them  for  selling  their  stuff 
outside  of  the  tobacco  association ;  for  selling  their  products  outside 
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of  tlieir  pool,  in  thoir  effort  to  get  a  fair  price,  and  I  think  an  inves- 
tigation by  tliis  committee  of  the  activities  and  methods  of  these 
cooperative  iiiarketing  associations  of  farmers  would  be  ver^-  im- 
portant. This  group  of  farmers  we  had  here  last  week,  from  five 
or  six  cotton  and  six  wheat  growing  states,  urged  that  investigation. 

The  Chairman.  Mr.  Marsh,  we  want  to  be  fair  with  these  associa- 
tions, and  with  some,  at  least,  of  those  associations  which  have  been 
very  successful,  it  is  claimed  that  one  of  the  things  absohitely  neces- 
sary is  to  legalize  the  contract  between  the  association  and  its  mem- 
l)ers  by  which  they  are  compelled  to  patronize  the  association, 
otherwise  the  association  is  subject  to  unfair  competition  by  dealers 
who  want  to  put  the  association  out  of  business,  and  who*  start  in 
by  paying  a  high  price,  even  though  they  temporarily  lose  money, 
to  the  members  of  the  association,  in  order  to  take  them  away  from 
the  association,  and  in  that  w^ay  they  succeed  in  killing  the  associa- 
tion. I  think  that  is  the  theory,  perhaps,  down  there,  that  they  have 
that  kind  of  a  contract  and  these  members  of  the  Texas  association 
violated  it  and  sold  out.  Of  course,  an  association,  in  order  to  be 
successful,  must  have  the  business  of  its  members. 

Mr.  Maush.  Sure.  But  my  point  is  this:  Because  of  the  vei-y 
extensive  powers  which  the  corporation  has  under  the  laws,  many 
of  which  were  put  through  by  the  efforts  of  Mr.  Sapiro,  it  seems  to 
me  that  the  Government  certainly  has  a  public  interest  in  seeing 
that  they  are  honestly  and  efficiently  conducted. 

The  Chairman.  Yes;  I  agree  with  you,  and  I  am  not  trying  to 
make  a  defense. 

Mr.  Marsh.  Oh,  I  understand  that. 

The  Chairman.  I  don't  profess  to  know,  because  they  are  not 
here,  and  I  am  only  injecting  these  remarks  in  order  to  call  your 
attention  to  what  it  seems  to  me  in  some  form  must  be  necessary  to 
sustain  the  cooperative  organizations.  It  is  the  old  method  of  a 
trust  to  break  up  competition  by  underselling,  even  though  they 
lose  money,  and  when  they  drive  competition  out  of  business  they 
recoup  tlieir  losses  by  the  advantage  they  have  of  having  a  mo- 
nopolv. 

Senator  Gooding.  That  is  the  only  reason  I  think  the  cooperatives 
have  not  been  a  success;  they  have  had  the  biggest  forces  in  this 
f^untry  to  fight,  which  have  destroyed  most  of  them  up  to  the 
present  time. 

The  Chairman.  I  was,  of  course,  dumbfounded  at  the  news  items 
I  have  seen  in  various  papers  of  the  enormous  fees  Mr.  Sapiro 
charges.  I  don't  believe  thei^  is  any  man  who  is  worth  $50,000  or 
$60,000  a  year,  and  if  the  cooperatives  start  out  by  paying  such 
exorbitant  overhead  charges  they  are  going  to  lose  out.  The  history 
of  cooperatives  in  Europe,  in  Denmark,  particularly,  where  they 
are  as  successful  as  anywhere  in  the  world,  shows  that  they  do  not 
pay  any  such  salaries,  and  to  say  that  in  order  to  get  men  that  are 
competent,  as  they  claim  Mr.  Sapiro  is,  we  have  got  to  pay  $50,000 
-to  $60,000  a  year,  it  seems  to  me  is  fallacious. 

Mr.  Marsh.  If  I  may  add  on  that  point,  take  the  Farm  Labor 
Union  of  America,  whose  president  was  here  before  you;  they  have 
this  stipulation,  that  when  they  get  a  certain  percentage  of  the  farm- 
ers as  members  of  the  State  organization  they  are  going  to  put  into 
effect   a  provision  that  the  acreage  shall  be  restricted  within  the 
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borders  of  the  State,  but  instead  of  having  any  legal  action  against 
the  men  who  have  planted  in  excess  of  the  area  allotted — that  is,  if 
the  man  does  not  conform  with  the  restriction — he  has  to  turn  into 
the  treasury  of  the  National  Farm  Labor  Union  of  America  all  the 
product  from  the  excess  of  acreage  over  the  area  allotted  to  him. 

The  Chairman.  Suppose  he  does  not  do  that:  how  are  they  going 
to  enforce  it? 

Mr.  Marsh.  Then  they  can  expel  him  him  from  the  organization, 
and  he  loses  all  his  advantage ;  but  they  don't  allow  them  to  sue  him. 
They  are  not  having  iiuich  trouble,  because  they  have  got  the  feeling 
of  loyalty  among  their  members.  I  realize  that  you  have  got  to  have 
some  control  over  them,  and  when 

The  Chairman  (interposing).  Now,  I  remember  the  testimony  of 
Sir  Horace  Plunket,  who  was  the  originator,  I  think,  of  cooperative 
organizations  in  Ireland.  He  gave  a  history  of  it  and  the  terrible 
difficulties  that  they  had.  I  remember  he  said  that  he  went  out  and 
organized  cooperative  creameries  in  Ireland  that  afterwards  became 
almost  models  of  the  world  on  account  of  their  success;  that  he 
delivered  50  addresses  before  he  ever  succeeded  in  getting  a  single 
farmer  to  sign  up  in  organizing  a  creamery  association,  and  he  said 
that  one  of  the  things  prior  to  that  time  that  had  killed  all  progress, 
v/as  the  fact  that  the  speculators,  when  they  got  an  organization 
on  its  feet  and  in  good  shape,  would  come  into  the  community  and 
buy  cream  at  prices  that  were  away  above  the  market,  take  alf  their 
customers  away,  and  the  creamery  would  go  broke,  and  they  could 
not  operate.  Immediately  when  the  creamery  got  down  to  where  it 
amounted  to  nothing  they  would  probably  buy  it  for  a  song,  and  then 
the  prices  went  up  aijd  they  had  a  monopoly  of  it  and  did  as  they 
pleased.  He  said  that  was  one  of  the  things — not  the  only  thing, 
but  one  of  the  things — that  were  necessary.  It  seems  to  me  that  is 
true.    I  don't  see  how  we  can  get  away  from  that. 

Senator  Capper.  That  has  happened  in  every  cooperative  move- 
ment that  was  ever  attempted  in  the  State  of  Kansas— that  the  out- 
sider, the  middleman,  has  attempted  to  undermine  the  cooperatives 
bv  such  methods. 

The  Chairman.  It  is  the  same  old  complaint  that  was  made  against 
the  Standard  Oil  Co. — that  it  put  all  opposition  out  of  business — 
years  ago. 

Senator  Gooding.  That  is  to  be  expected.  You  are  destroying 
their  business. 

The  Chairman.  Why,  sure. 

Senator  Gooding.  And  unless  the  farmers  get  into  an  organization 
in  which  they  are  forced  by  some  statute  to  live  up  to  a  contract  the 
same  as  they  do  to  any  other  contract,  then  the  cooperative  must  fail, 
and  it  has  failed  very  largely  because  they  have  not  been  able  to  hold 
the  farmers. 

Mr.  Marsh.  I  would  like  to  point  out,  if  I  may,  that  the  Queens- 
land Wheat  Association,  which  is  a  Government  agency,  has  a  board 
controlled  by  the  farmers,  but  with  the  Government  paying  a  certain 
price  they  do  have  compulsory  pooling— that  is,  they  all  have  to 
agree  to  sell  wheat  to  this  association,  and  they  have'  penalties  for 
noncompliance.  But,  then,  they  are  a  labor  government,  and  I  re- 
gret to  be  forced  to  state  that  the  majority  of  farmers  in  the  United 


182 


PURCHASE   AND   SALE   OF    t'ARM   PRODUCTS. 


States  do  not  always  trust  what  we  are  pleased  to  call  the  govern- 
ment of  tlie  people,  by  the  people,  and  for  the  people,  up  to  this  time. 
We  liave  got  to  take  the  actual  situation,  and  I  believe  until  we  estab- 
lish some  government  agency  like  your  proposed  marketing  corpora- 
tion. Senator  Norris,  to  afford  the  farmei*s  a  fair  price  that  we  are 
not  going  to  escape  tlie  difficulties  which  we  know  exist  in  the  private 
cooperative  organizations  of  farmers. 

The  Chairman.  I  think  that  is  true,  Mr.  Marsh.  My  idea  in  that 
bill  Avas  that  if  any  other  agency  wants  to  come  along  and  pay  a 
bigger  price  let  them  pay  it  and  let  them  have  the  stuff. 

Mr.  Marsh.  iVnd  the  farmer  gets  it? 

The  Chairman.  And  the  benefit  of  it.  It  doesn't  hurt  that  cor- 
poration, because  it  is  the  (xovernment  itself,  and  it  is  there  for  the 
purpose  of  helping  the  farmer  to  get  a  price  for  his  products,  and 
they  can't  put  that  out  of  business.  If  it  does  not  da  any  business 
at  all,  if  it  compels  these  other  fellows  to  pay  the  price,  k  has  ac- 
complished one  of  its  objects. 

Mr.  Marsh.  And  the  essential  object. 

The  Chairman.  Well,  I  had  two  objects  in  view.  I  have  said  all 
along  I  don't  want  to  be  unfair  to  the  consumer,  and  I  think  that  we 
xion't  want  to  do  anything  that  would  bring  about  a  combination  of 
producers  by  which  they  would  arbitrarily  raise  the  price  without 
considering  the  consumer.  My  idea  was  to  work  for  the  consumer 
as  well  as  the  producer. 

Mr.  Marsh.  Yes,  sir.  I  meant  speaking  from  the  farmer's  stand- 
point. 

I  might  say  just  this  morning  before  the  Committee  on  Agricul- 
ture of  the  House  of  Representatives  are  appearing  representatives 
of  the  four  transportation  or  railway  brotherhoods,  the  intenia- 
tional  president  of  the  brotherhood  of  electrical  workers,  Mr.  James 
P.  Noonan,  and  Mr.  Edward  F.  McGrady,  representing  the  American 
Federation  of  Labor,  who  was  before  your  committee.  So  labor  is 
practically  unanimously  back  of  this  bill,  recognizing  that  the 
farmers  are  bankrupt  to-day  and  that  labor  stands.  Avith  respect  to 
its  standard  of  living,  I  would  say,  almost  in  as  much  jeopardy  in 
the  next  two  or  three  years  as  the  farmers  actually  stand  to-day. 

I  don't  mean  to  say  the  producers  ought  to  be  protected  at  the 
expense  of  the  consumer.  The  purpose  of  your  bill,  as  I  understand 
it,  is  to  cut  out  the  unnecessary  middleman,  and  not  only  allow  the 
producer  to  get  a  fair  amount,  but  to  permit  the  consumers  to  get 
what  they  are  entitled  to.  I  think  that  is  one  of  the  very  essential 
points  that  is  often  overlooked.  The  consumers  of  farm  products  in 
the  United  States  are  paying  enough  for  those  farm  products  to  pay 
all  the  legitimate  costs  of  transportation,  marketing,  and  so  forth,  to 
give  the  farmer  cost  of  production  plus  a  reasonable  profit. 

The  Chairman.  My  own  idea  is  he  is  paying  too  much.  He  is 
paying  more  than  that. 

Mr.  Marsh.  I  understand  that  it  is  not  the  purpose  of  this  com- 
mittee to  give  any  consideration  at  this  time  to  the  bill  introduced 
by  Senator  McNary  which  brought  in  the  plan  for  an  export  corpo- 
ration. 

The  Chairman.  T  think  we  will  take  that  up  just  as  soon  as  we 
can,  but  of  course  we  can  not  take  up  two  things  at  once. 
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Mr.  Marsh.  I  would  like  to  appear  on  that  and  analyze  it. 

The  Chairman.  We  would  be  glad  to  have  you. 

Mr.  Marsh.  But  I  would  like  to  point  out  that  the  Norris-Sinclair 
bill — and  I  use  the  two  names  because  that  is  familiar  to  the  farmers 
and  wage  earners  of  the  countr}^ — that  your  bill,  Mr.  Chairman, 
creates  the  only  practical  machinery  to  export  certain  farm  products 
economically.  That  is  very  important,  but  the  big  fact  is  this,  that 
if  you  have  simply  an  export  corporation,  though  it  might  help,  still 
as  long  as  you  leave  speculative  interests  in  control,  as  they  are  to-day, 
of  the  marketing  of  farm  products,  both  staple  farm  products  and 
vegetables  and  so  forth,  you  are  not  protecting  either  the  farmers 
or  the  consumers  in  the  United  States.  A  careful  ana h  sis  of  the 
McNary  bill  fails  to  show  me,  and  I  want  to  be  fair,  of  course,  how 
it  protects  even  the  farmer  at  home,  to  say  nothing  of  the  consumer 
at  home. 

Now,  we  have  got  to  export  some  surplus.  The  question  comes. 
How  shall  we  do  it  and  who  shall  be  responsible  for  any  loss  in- 
curred in  the  export  of  farm  products:  or,  putting  it  otherwise,  if  a 
certain  amount  of  wheat  and  cotton  or  any  other  farm  product  is 
exported  and  sold  abroad  by  the  marketing  corporation  named 
in  your  bill  at  a  lower  price  than  the  cost  of  production  here  in 
the  United  States,  or  at  a  lower  price  than  is  paid  by  the  corporation 
for  what  is  consumed  in  the  United  States,  who  is  to  bear  that  loss? 
I  can  conceive  of  a  situation  in  which  the  Government,  particularly 
in  wheat  and  cotton,  in  selling  abroad  might  be  obliged  to  sell  such 
a  large  proportion  of  the  domestic  product  at  so  much  lower  a  price 
than  the  American  price  that  rebating  the  loss  back  upon  the  farm- 
ers who  produced  it  in  the  United  States  might  be  a  workable  propo- 
sition, and  it  does  seem  to  me  that  it  is  not  fair  to  start  out  and  say, 
"  We  are  going  to  make  the  farmer  bear  the  loss  on  the  export  part 
of  his  product." 

I  don't  know  that  that  would  be  the  situation,  but  I  think  it  would 
be  pretty  unfair  to  have  that  assumption  that  that  is  going  to  be 
done,  because  if  the  Government  does  that — says  "  Now,  Mr.  Farmer, 
we  are  going  to  put  so  much  money  into  your  pockets  for  your  crops, 
but,  if  you  please,  we  expect  to  sell  enough  abroad  at  a  big  loss  so 
that  we  are  just  going  to  take  enough  out  of  your  pockets  to  make 
up  the  loss  on  the  exports,  so  that  you  are  no  better  off  in  1925  and 
1926  than  vou  were  in  1922  and  1923." 

The  Chairman.  You  are  discussing  the  McNary  bill? 

Mr.  Marsh.  I  am  stressing  the  very  great  advantage  of  your  bill 
over  the  McNary  bill.  I  am  not  touching  the  McNary  bill  except  in- 
ferentially.  As  I  understand  your  bill,  you  leave  that  as  a  matter 
of  policy  to  be  adopted  by  the  corporation. 

Senator  Gooding.  You  are  making  a  comparison,  Mr.  Marsh,  Ix^- 
tween  the  two  bills  ? 

Mr.  Marsh.  If  you  wish  to  put  it  that  way,  but  I  am  pointing  out, 
it  seems  to  me,  that  Senator  Norris's  bill  is  drafted  from  the  view- 
point of  the  farmer,  and  there  I  stop,  and  that  he  is  the  one  chiefly 
to  be  considered;  that  is,  not  omitting  the  consumer  of  farm  products. 

I  would  like  to  quote  from  the  Secretary  of  Agriculture's  confi- 
dential report  on  wheat,  JDut  it  was  in  the  paper,  and  I  am  sure  it 
is  not  confidential.  Particularly  I  want  to  refer  to  two  statements 
that  struck  me  as  very  interesting. 
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On  pages  67  and  68  of  this  report  to  the  President,  Mr.  Wallace 
says: 

Although  wheat  prices  have  dropped  to  pre-war  levels,  prices  (►f  manufactured 
commodities  and   of  services   remain   higli.     The  costs   wliicli   enter   into   the  ' 

production  and  marketing  of  wheat  are  so  liigh   that,  at  present  prices  for 
wheat,    the   farmer  can   not   continue   to   pay   them    and    remain   in   business 
Taxes,  machinery,  wages,  freight  rates,  and  prices  of  food  and  clothing  are  rx 

out  of  proportion  to  the  price  of  wheat  and  the  earnings  of  the  wheat  farmer.  V 

Then,  on  page  71  he  discusses  diversification,  and  he  makes  this 
striking  statement : 

Undoubtedly  diversification  will  result,  from  careful  tbouglit  on  this  sub- 
ject, in  many  of  the  States  where  the  surplus  wheat  acreage  is  found  On 
the  other  hand,  in  those  regions  where  wheat  is  grown  as  a  part  of  a  diversi- 
fied system  of  farming,  it  may  be  that  even  at  the  present  price  it  is  more 
profitable  than  any  alternative  crop. 

In  other  words,  Mr.  Wallace  says  the  farmers  are  not  getting 
enough  for  wheat  now,  but  if  they  go  into  diversification,  which  Mr. 
Wallace  is  advocating,  then  Mr.  Wallace  says  it  may  be  that  at  the 
present  price,  which  is  busting  the  wheat  grower,  wheat  is  a  more 
profitable  crop  than  any  other. 

I  submit  to  you  that  is  a  rather  pesimistic  outlook  for  the  Secre- 
tary of  Agriculture  to  propose  to  the  farmers  of  this  country.  It 
tells  the  farmei-s  simply  that  they  are  doomed  to  bankruptcy. 

Senator  Gooding.  Don't  you  think  with  the  present  cost  of  pro- 
duction that  the  farmer  in  almost  every  line  of  agriculture  has  got 
a  hard  job  to  carry  on? 

Mr.  Marsh.  I  quite  agree  with  you.  I  am  not  disputing  that.  In 
fact,  I  would  go  a  little  further.  I  would  say  if  he  can't  even  pay 
his  debts  he  is  bankrupt.  Of  course  we  have  not  assumed  to  put  into 
your  records  this  statement  of  the  Department  of  Agriculture  is- 
sued on  December  17  of  the  total  value  of  farm  products,  but  I  would 
like  to  read  two  or  three  items,  because  they  just  bear  on  this  subject 
directly. 

For  1923  the  total  production  of  corn  was  3,054,000,000  bushels 
and  the  per  unit  price— that  is,  the  farm  value  December  1  per 
bushel  of  corn  was  72.7  cents.  f) 

You  know  what  that  means. 

Of  all  wheat  the  production  in  1923  was  785,000,000  bushels  in 
round  figures.  The  farm  value  per  bushel  of  wheat  was  92.3  cents, 
and  the  total  value  $725,000,000. 

On  cotton.  The  cotton  crop  was  10,081,000  bales,  and  the  per 
pound  value  December  1  on  the  farm  was  31  cents:  total  value, 
$1,563,000,000.  '  f3 

The  value  of  all  crops  was  given  by  the  Secretary  of  Agriculture 
for  1923  as  $8,322,695,000. 

I  made  a  little  bit  of  an  analysis  of  what  it  cost  the  farmers  to 
produce  these  crops,  which,  it  seems  to  me,  makes  it  clear  that  they 
ran  behind,  if  you  allow  them  anything  like  a  decent  labor  return 
for  the  work  of  the  farmer  and  his  wife  and  children — and  the  wife 
and  children  have  worked  for  nothing  in  all  the  history  of  farm-  *^ 

ing,  around  $5,000,000,000  last  year.  I  don't  know  whether  you 
want  to  give  time  to  this  or  not.  I  have  been  unable  to  ascertain, 
I  want  to  say  frankly,  from  the  Department  of  Agriculture  or 
anywhere  else  any  even  approximate  estimate  of  the  value  of  hogs, 
sheep,  and  livestock  sold  off  the  farms  in  the  United  States  last 
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year.  I  have  asked  the  bureaus  in  charge  in  the  Agricultural  De- 
partment, and  they  can  not  give  them.  But  just  take  these  figures. 
The  total  long-term  indebtedness  against  farm  values  in  the  United 
States  is  reported  to  be  about  $8,000,000,000.     In  the  last  census- 

The  Chairman.  That  does  not  include  near  all  the  indebtedness, 
does  it? 

Mr.  Marsh.  No;  this  is  long  term.  The  short  term  is  $5,000,000,000 
in  addition,  making  a  total  of  about  $13,000,000,000. 

The  last  census  gives  the  total  value  of  farm  property  as  $78,- 
000,000,000. 

Now,  taking  the  long  term  indebtedness  and  allowing  6  i)er  cent 
on  $70,000,000,000,  it  gives  $4,200,000,000,  then  if  you  allow  the  in- 
terest on  the  mortgaged  and  temporary  indebtedness  of  the  farmers, 
amounting  to  $13,000,000,000,  wliicli  I  think  averages  9  per  cent, 
you  have  got  $1,170,000,000.  I  put  fertilizers  down  at  $300,000,000. 
In  1919  they  paid  $326,000,000.  I  think  that  is  about  accurate. 
Around  $300,000,000.  I  have  got  it  only  approximately.  Then  I 
figured,  for  nearly  $80,000,000,000  investment,  an  average  of  about 
2  per  cent  tax,  plus  all  the  other  taxes  the  farmer  has  paid,  that 
their  total  tax  bill  must  be  roughly  $2,000,000,000.  That  is  only 
a  quarter  of  the  total  annual  cost  of  Federal,  State,  and  local  Gov- 
erment. 

Then  the  farmers  in  1919  paid  for  labor,  both  in  crops  and  cash, 
about  a  billion  and  a  third.  I  put  it  down  at  $1,000,000,000.  They 
paid  an  enormous  amount  for  feed.  It  was  nearly  $1,100,000,000 
in  1919.  I  reduced  it  to  $1,000,000,000.  And  seed,  $250,000,0t)0. 
That  is  an  estimate.  The  total  of  that  comes  to  $9,920,000,000  with- 
out paying  a  penny  to  the  farmer  or  his  wife  and  children  for  the 
work  which  they  do  on  the  farm.  The  total  which  they  got  for 
their  crops,  as  I  read  you  the  figures  from  the  Department  of  Agri- 
culture, was  $8,322,000,000,  to  which  should  be  added  what  they  got 
for  livestock,  and  if  you  put  that  down  at  a  billion  and  a  half,  or  a 
billion  and  three-quarters,  on  which,  as  I  told  you  there  are  no  figures 
available,  it  makes  a  total  of  about  $10,000,000,000  which  farmers  re- 
ceived for  the  output  of  their  farms.  Their  expenses,  without  any 
allowance  for  labor,  were  approximately  the  same  as  the  total  price 
which  they  got,  and  the  farmer  and  his  wife  and  children  worked  for 
nothing.  Say  there  were  6,200,000,  families  on  the  farms,  and  allow 
only  $800  a  year  for  the  work  of  the  farmer,  the  mother,  and  the 
children,  and  that  is  $4,960,000,000  the  amount  that  the  farmers  ran 
behind  the  game.  I  would  say  it  was  at  least  $5,000,000,000  last  year 
on  the  basis  on  which  any  other  business  is  conducted,  on  any  rea- 
sonable basis. 

Now,  I  said,  in  starting,  that  I  regard  this  measure 

Senator  Johnson.  Before  you  go  any  further,  pardon  me,  but 
maybe  I  misunderstood  you.  How  much  did  you  put  down  there 
for  seed  ?     Did  you  have  $250,000,000  for  seed  ? 

Mr.  Marsh.  I  have  got  $250,000,000,  and  I  think  that  is  probably 
low. 

Senator  Johnson.  It  seems  to  me  that  is  too  high. 

Mr.  Marsh.  I  don't  know.  They  select  the  best  sort  of  seed,  and 
when  you  realize 

Senator  Johnson.  Yes:  but  how  in  the  world  can  vou  figure  that 
it  is  $250,000,000  ?    Well,  vou  mean  for  all  kinds  ? 
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Mr.  Marsh.  Yes. 

The  Chairman.  Senator,  I  don't  think  that  is  too  high. 

Senator  Johnson.  Maybe  it  is  not  too  high,  but  still  maybe  it  is. 

Mr.  Marsh.  I  think  it  is  low. 

The  Chairman.  Yes. 

Senator  Johnson.  For  wheat  it  is  too  high. 

Mr.  Marsh.  P^ven  this,  Mr.  Chairman,  to  be  conservative,  I  have 
taken  off  10  per  cent. 

The  Chairman.  I  think.  Senator  Johnson,  wheat  would  come  to 
pretty  near  $250,000,000. 

Senator  Johnson.  It  can't,  because  of  wheat  we  raise,  800,000,000,. 
and  suppose  you  paid  a  dollar  a  bushel  for  seed,  and  you  probably 
had  to  pay  more,  for  we  have  been  paying  more  in  the  last  few 
years,  but  last  year  you  got  wheat  for  around  a  dollar  a  bushel 
where  I  was.  Well,  "it  will  mean  that  you  pay  out  one-fourth  of 
what  you  get,  or  more  than  that.  You  pay  probably  30  per  cent  of 
what  you  received.  That  can  not  be.  That  is  too  high  on  wheat. 
On  oats  and  barley  and  corn,  of  course  that  is  very  low,  because 
you  can  get  a  bushel  of  corn  for  $1.50  a  bushel,  the  very  best  seed 
corn. 

The  Chairman.  The  seed  in  corn  would  be  comparatively  small. 

Senator  Johnson.  Yes;  and  the  cost  for  the  seed  on  oats  is  also 
small,  and  of  barley  also  small.  So  if  you  figure  $250,000,000  for 
seed,  perhaps  it  will  be  high  after  all.  I  don't  know.  The  figure 
looks  pretty  big  to  mcv    That  is  the  reason  I  brought  it  in. 

Mr.  Marsh.  I  don't  say  that  the  farmers  pay  that  out  of  pocket,, 
but  if  they  have  a  good  crop  they  will  save  the  seed  for  the  suc- 
ceeding year,  and  you  have  got  to  include  that. 

Senator  Johnson.  That  doesn't  make  any  difference,  if  I  have  got 
it  or  if  I  have  to  pay  for  it.  That  doesn't  make  any  difference.  It 
costs  that  much  anyhow. 

Mr.  Marsh.  I  will  admit  that  this  is  only  an  estimate,  and  I 
think  the  tax  item  is  very  conservative. 

Senator  Johnson.  You  include  the  high-class  grass  seed  there,, 
too,  do  you  ? 

Mr.  Marsh.  I  include  all  kinds  of  seed.  I  can  not  quote  the 
official  of  the  Department  of  Agriculture  who  gave  me  the  figure  a 
year  ago  of  about  $225,000,000. 

Senator  Johnson.  You  would  be  surprised  that  on  my  little  farm 
I  spent  nearly  $50  eveiy  year  for  alfalfa  seed,  clover  and  timothy 
seed.  They  cost  always  more  than  any  other  seed  you  put  in  the 
ground.  I  got  around  ?30  acres  or  a  little  over  out  of  a  couple 
of  bushels  of  seed  corn.  That  doesn't  amount  to  anything.  But 
when  you  go  into  buying  alfalfa  seed,  that  is  where  you  get  it. 

Senator  IIeflin.  You  are  speaking  for  the  farmere  of  the  whole 
country  ? 

Mr.  Marsh.  For  the  entire  country,  and  all  crops,  and  I  am  mak- 
ing an  estimate  based  on  the  data  which  I  got.  I  say  I  was  unable 
to  ascertain  what  the  farmers  got  for  livestock  sold  off  of  their 
farms  last  year.  But  I  do  know  they  did  not  begin  to  meet  the  cost 
of  production. 

For  instance,  I  was  invited  out  to  Chicago  to  talk  to  a  so-called 
manufacturers  and  farmers  convention  held  there  on  Monday  and 
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Tuesday  of  last  week,  called  by  the  Illinois  Manufacturers'  Associa- 
tion. I  stayed  there  for  a  day  and  a  half,  up  until  1  o'clock  on 
Tuesday,  and  they  had  not  got  up  their  courage  to  let  me  speak, 
although  they  had^  invited  me  to  be  there,  and  so  I  liad  to  come  back 
to  attend  the  hearing  Wednesday  morning.  But  we  had  a  notable 
farmer  there,  F.  Edeson  White*  president  of  Armour  &  Co.,  who 
-spoke  on  the  subject  of  how  the  farmer  should  market  his  crops 
profitably,  and  I  suggested  that  Mr.  White  had  missed  the  chance 
of  his  whole  life,  if  he  knew  how  the  farmers  could  get  a  fair  price 
for  their  products,  he  had  missed  his  chance  of  a  lifetime  in  not 
paying  a  fair  price  for  livestock,  hogs,  and  sheep,  because  for  the 
packei-s  of  America  to  pay  a  fair  price  for  the  things  they  buy  from 
the  farmer  would  be  a  wonderful  demonstration  of  the  knowledge 
Mr.  White  had  on  the  subject. 

I  realize.  Senator  Norris.  that  your  bill  will  be  applied  first  to  non- 
perishable  farm  products.  The  livestock  situation  is  different. 
There  the  crop  has  got  to  be  sent  in  continuously  throughout  the  year, 
and  there  has  got  to  be  some  sort  of  an  arrangement  so  that  they  will 
not  glut  the  market,  which  hammers  down  the  prices.  That,  of  course, 
is  another  proposition,  and  I  recognize  that  your  bill  has  to  do  with 
^vheat,  cotton,  corn,  and  things  of  that  sort.  But  there  is  no  excuse 
for  the  low  prices  which  the  packers  are  paying  for  livestock  products. 

<lucts. 

Of  course  we  have,  I  must  not  forget,  the  packers  and  stockyards 
act  under  the  Secretary  of  Agriculture,  and  we  tried  to  get  the  ad- 
ministration thereof  vested  in  the  Federal  Trade  Commission  and 
failed,  but  I  want  to  point  out  with  respect  to  that  farm  product  that 
we  have  a  government  agency  which  should  be  compelled  to  act  for 
the  benefit  of  the  farmers,  and  it  is  not  doing  it  now. 

Now,  to  go  ahead  with  a  discussion  of  your  bill,  if  I  may,  I  want 
to  refer  to  the  so-called  Burtness-Norbeck  bill,  and  I  am  sorry  that  my 
friend  Senator  Norbeck  is  not  here,  providing  for  loans  to  farmers 
for  raising  livestock,  dairy  cows,  and  so  forth.  I  want  to  say  that  \\e 
■do  believe  that  diversification  of  crops  is  important.  I  was  up  in 
Minnesota  during  the  late  unpleasantness  that  Senator  Johnson  \yill 
remember,  and  I  remember  the  Governor  of  Minnesota  was  saying 
that  prosperity  would  follow  the  dairy  cow.  I  went  out  into  Oregon 
and  Washington  and  they  were  saying  that  there,  and  down  in  Texas, 
and  in  every  one  of  the  18  States  where  I  have  been  this  summer, 
they  were  saying, "  Just  go  into  the  dairy  business." 

I  pointed  out  that  prosperity  always  followed  every  agricultural 
product,  but  never  caught  up  with  it  for  any  length  of  time;  and 
it  certainly  is  very  dangerous  to  try  to  shift  the  whole  farming 
►community  over  to  the  production  of  dairy  products.  Of  coui-se, 
we  would  welcome  making  it  easier  for  farmers  to  bu^-^  their  live- 
stock and  produce  their  own  milk,  butter,  and  cheese  right  on  the 
farm,  but  we  would  point  out  that  it  is  not  a  substitute,  and  I  am 
confident  that  there  is  no  intention  on  the  part  of  either  Senator 
Norbeck  or  Mr.  Burtness  of  suggesting  loans  to  farmei*s  to  buy 
livestock  or  dairy  cows  as  a  substitute  for  the  Norris-Sinclair  bill, 
creating  a  Government  marketing  corporation  to  see  that  the  farmer 
^ets  a  fair  price  for  what  he  produces. 

You  have  gone  into  the  financial  condition  of  the  farmers,  and 
I  am  not  going  to  give  you  any  moi*e  than  this.     The  total  figures 
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which  I  have  given  you,  or  estimates,  are  interesting,  and  I  would 
like  to  say  that  in  the  discussion  as  to  whether  Secretar}^  Wallace 
was  correct  in  giving  his  index  figures  as  to  the  value  of  farm 
products,  Secretary  Hoover,  in  a  letter  dated  April  26,  1923,  said: 

The  real  point  in  all  this  discussion  is  the  relative  delhition  in  agriculture 
to  that  in  other  industries.  There  is  no  divergence  l)etween  the  departments 
on  the  fundamental  question.  The  statistical  studies  of  both  departments 
(Agriculture  and  Commerce)  reach  the  same  end — that  is,  the  farmer  is  in  a 
position  of  inequality  in  purchasing  power  as  compared  with  other  industries. 

Now,  I  want  to  point  out  the  unfair  comparison  made  by  the  De- 
partment of  Agriculture — I  don't  say  purposely  unfair,  but  a  mis- 
leading comparison  made. 

In  the  monthly  bulletin  on  the  agricultural  situation  in  which 
thei-e  appears  the  purchasing  power  of  farm  products 

Senator  McNary.  What  bulletin  is  that  ? 

Mr.  Maksh.  That  is  the  Agricultural  Situation,  issued  by  the 
Bureau  of  Agricultural  Economics  January  1.  It  gives  the  pur- 
chasing power  of  farm  products,  but  it  makes  this  statement  at  the 
head  of  the  column  of  figures : 

Purchasing  power  represents  relationship  between  prices  at  the  farm  of 
farm  products  and  wholesale  prices  of  nonagricultural  products,  unit  quanti- 
ties being  considered  in  each  ease. 

Now,  of  course  the  farmer  does  not  buy  his  machinery  or  his 
clothing  or  his  groceries  or  anything  he  has  to  get  at  wholesale 
prices.  He  buys  them  at  retail  prices.  But  he  has  to  sell  at  whole- 
sale prices.  Therefore,  inadvertently,  I  am  confident  the  Depart- 
ment of  Agriculture  compares  the  farmer's  wholesale  price  on  what 
he  sells  with  the  wholesale  price  of  what  he  buys,  and  he  does  not 
buy  at  wholesale,  and  that  is  not  a  fair  comparison  at  all.  When, 
therefore,  they  report  that  the  purchasing  power  of  farm  products 
in  November,  1923,  was  73,  that  does  not  imply  anything  when  we 
realize  that  the  retailer  makes  enormous  profits.  I  have  no  statis- 
tical data,  but  it  is  obvious  instead  of  the  purchasing  power  of  farm 
products  being  73  it  was  probably  much  nearer  50  or  55  at  the  farm 

than  it  was  73. 

Then  that  does  not  include  some  beef  cattle,  but  it  gives  for  No- 
vember, 1923.  farm  prices,  the  relative  purchasing  power  of  beef 
cattle  and  all  commodities  was  59.  Swine,  59.  Butter,  eggs,  and 
wool  were  up  a  little  more.  It  was  a  little  better.  But  those  two, 
beef  cattle  and  swine,  were  way  down.  Wlieat  was  put  at  78  and 
potatoes  at  84. 

I  would  like,  if  I  may,  to  take  up  some  of  the  objections  to  this 
proposition. 

Of  course,  it  is  said  that  if  the  Government  goes  in  and  pays  the 
farmers  anywliere  near  the  cost  of  production  it  will  double  the 
acreage.  What  happened  when  the  farmer  did  not  get  half  the  cost 
of  production?  He  doubled  the  acreage,  and  by  raising  twice  as 
much  he  did  not  pull  out  even;  then  when  he  did  not  get  anywhere 
near  the  cost  of  production  he  simply  said,  "  We  went  busted  this 
time,  and  we  will  double  the  acreage  and  produce  twice  as  much." 
Certainly  it  is  not  logical  at  least  to  assert  that  paying  the  farmer 
somewhere  near  the  bulk  line  cost  of  production  is  going  to  unduly 
increase  his  acreage. 
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I  would  like  to  point  out  the  one  very  great  advantage  contained 
in  your  proposal.  Senator  Norris,  and  that  is  this :  We  have  got  to 
have  an  adjustment  of  staple  farm  products  in  this  country  to  the 
effective  demand  at  a  fair  price.  If  only  wheat  were  selected  to  be 
bought  by  the  Government  it  might  be  that  there  is  danger  that  the 
high  price  would  lead  to  an  expansion  of  the  wheat  acreage,  but  as  I 

r^  understand  your  bill  it  is  not  your  purpose  to  pay  the  highest  cost 
of  producing  wheat,  but  a  fair  price  at  which  the  wheat  could  be 
produced,  and  the  corporation  stands  ready  to  buy  any  other  farm 
product  at  a  fair  price.  So  there  is  no  incentive  to  inish  to  wheat 
raising,  and  my  recollection  is  that  the  wheat  acreage,  which  ran  to 
about  65,000,000  acres  during  the  war,  has  been  reduced  to  approxi- 
mately^ 49,000,000  acres.     Those  are  figures  I  saw  recently. 

^  Now,  there  are  about  40,000,000  acres  of  cotton  land,  and  the  boll 

weevil  is  the  marketing  system  of  the  cotton  people  to-day.  But  I 
would  like  to  point  out  there  are  about  485,000,000  acres  of  farm 

^  land    improved.     We   have    this   enormous    investment    and    fixed 

charges  on  that,  to  the  enormous  total  which  I  have  given  you  l^- 
fore.  Now,  we  can  not  scrap  that  plant  overnight.  There  are, 
roughly,  from  thirty-two  to  thirty-three  million  people  on  the  farms. 

•'I|^         They  have  got  this  investment,  and  the  big  fact  is  that  the  farmers 

^  have  got  their  mortgage   indebtedness  and  their   obligations   and 

their  short-time  indebtedness,  and  while  this  is  an  emergency  meas- 
use  in  one  sense,  in  the  second  and  more  important  sense,  I  think  in 
the  long  run  it  recognizes  that  we  must  get  some  efficiency  and  busi- 
ness methods  in  marketing  farm  products  if  we  are  going  to  make 
agriculture  a  going  concern,  and  your  bill,  Senator  Norris,  is  not  a 

^  makeshift.    It  is  essential  right  now  to  save  agriculture,  but  it  makes, 

possible  what  we  have  got  to  have — an  efficient  marketing  system. 
The  statement  is  made  that  this  will  bring  in  uneconomical  land. 
Senator  Heflin.  Before  you  leave  that  subject;  you  say  we  have 
got  to  save  the  farmer? 

Mr.  Marsh.  We  have  got  to  save  the  farmer  who  does  not  get 
production  costs  now. 

P,  Senator  Heflin.  The  yield  was  small  and  the  ravages  of  the  boll 

weevil  had  a  great  deal  to  do  with  their  success,  but  a  great  many 
people  outside  of  the  cotton  belt  don't  understand  the  problems  of 
the  farmers  in  the  cotton  belt. 

This  summer,  nearly  fall,  I  passed  a  farm  of  50  acres  nearly  as 
level  as  this  table,  about  as  good  land  as  you  can  find  anywhere, 
planted  to  cotton,  and  the  farmer  told  me  that  he  Avould  not  get 

#  quite  two  bales  off  of  that  50  acres.     He  used  to  get  22  and  24  bales 

off  of  that  50  acres.  A  number  of  farmers  in  my  State  who  used 
to  pick  8  to  10  bales  of  cotton  to  the  acre  made  last  year  2  bales  to 
the  acre,  and  3.  Some  of  them  didn't  get  that :  so  that  tliey  would 
not  make  money  on  cotton  if  cotton  were  now  bringing  a  dollar  h 
pound.  Many  farmei-s  in  my  State  would  not  make  money  eveii 
then,  and  some  people  outside  think  because  we  are  getting  30  cents 

^  a  pound  for  cotton  that  the  farmer  is  prosperous  in  that  State. 

The  Chairman.  In  other  words,  he  is  farming  so  much  moi^  land 
than  ordinarily  would  produce  that  much  cotton. 

Senator  Heflin.  Yes;  and  the  boll  weevil  has  cut  the  yield  down 
so  that  he  is  in  distress  just  like  your  farmers.     It  would  appear  an 
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the  surface  that  he  is  better  off  in  some  respects  than  some  of  your 
western  farmers.  I  am  in  thorough  sympathy  with  your  western 
farmers  and  want  to  do  something  to  relieve  them,  but  it  will  take 
the  farmers  at  least  five  years  to  get  over  the  awful  situation,  and 
unless  there  is  something  to  check  the  ravages  of  the  boll  weevil  we 
will  have  to  go  out  of  business  in  the  cotton  business. 

Mr.  Mabsh.  Just  confirming  what  Senator  Heflin  has  said,  this 
report  of  the  Department  of  Agriculture  gives  the  value  of  cotton 
as  of  December  1,  1922,  as  22.8  cents,  and  in  1921  it  was  16.2,  and 
having  traveled  quite  extensively  over  Mississippi,  Texas,  Arkansas, 
and  Oklahoma,  the  cotton  growing  States,  last  summer  and  fall,  I 
realized  in  talking  with  the  cotton  growers  that  they  are  over- 
whelmed with  debt  from  the  last  three  or  four  years'  losses,  and  they 
were  not  able  to  pay  off  an  appreciable  amount  of  their  indebtedness 
by  a  price  which  averaged  31  cents  according  to  Mr.  Wallace's 
figures  of  December  1  this  year,  because  that  does  not  give  them 
any  large  profit.  It  gives  them  approximately  the  cost  of  produc- 
tion with  a  low  yield  per  acre  of  cotton  on  account  of  the  ravages 
of  the  boll  weevil.  The  fact  is  that  we  are  right  in  the  midst  of  a 
national  calamity  which  faces  a  large  number  of  people. 

Senator  Johnson.  Mr.  Mai^h,  here  is  what  you  mean,  that  when 
you  had  a  low  yield  in  Mississippi  and  perhaps  in  Senator  Heflin's 
State  and  other  cotton-producing  States,  in  a  State  like  Texas  they 
had  a  good  crop. 

Mr.  Marsh.  They  had  a  fine  crop. 

Senator  Johnson.  By  getting  a  good  crop  and  getting  advantage 
of  a  good  price  at  the  present  time  nobody  can  say  but  that  helped 
them  out,  but  the  price  would  not  have  been  that  high  if  they  had 
had  crops  in  Senator  Heflin's  State  or  in  Mississippi  and  other 
States.    You  understand  that? 

Mr.  Marsh.  Yes. 

Senator  Johnson.  Just  the  same  as  a  farmer  over  in  the  Red  River 
Valley  would  not  go  into  potato  planting  in  1922  and  1923,  but  put 
in  200  acres  of  flax.  He  said,  "  I  was  not  any  smarter  than  my  neigh- 
bors, but  I  happened  to  take  a  notion  to  put  in  200  acres  of  flax, 
while  luy  neighbors  put  in  potatoes,  and  they  didn't  cfQt  anything  at 
all,"  and  he  told  me  that  he  was  the  only  man  in  his  neighborhood 
that  made  any  money  at  all  during  the  last  year  and  that  was  on  ac- 
count of  the  low  production  in  other  States. 

Senator  Heflin.  At  the  same  time  in  sections  of  Texas  the  drought 
got  them,  and  they  had  crop  failures,  and  in  other  sections  the  boll 
weevil  destroyed  their  crops,  and  in  some  places  they  had  too  much 
rain,  but  in  tlie  main  Texas  made  something  out  of  their  crop.  But 
there  are  farmers  in  Texas  who  failed  absolutely  in  1923. 

Mr.  Marsh.  And  the  point  is  that  that  cost  of  production  was 
nearly  or  approximately  the  same  in  1922  and  1921,  when  the  aver- 
age price  was  respectively  only  23.8  and  16.2  cents,  and.  Senator 
Johnson,  a  lot  of  those  farmers  who  did  make  a  fair  amount  on  this 
year's  crop,  were  thousands  of  dollars  behind — I  mean  in  1923  they 
made  a  profit,  but  they  are  way  behind  on  their  1922  and  1921  crops, 
and  suppose  there  had  been  a  world  crop  of  approximately  24,000,- 
000,000  bales,  as  in  1916,  where  would  they  have  been? 

There  is  no  relation  between  the  supply  and  the  price,  because  in 
1922  the  total  American  vield  of  cotton  was  onlv  9,761,000  bales. 
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using  round  figures,  and  the  price  was  an  average  of  about  seven 
cents  less  than  this  year  with  a  yield  of  10,081,000  bales.  In  1921, 
when  they  got  onlv  16.2  cents  per  pound,  the  yield  in  the  United 
States  was  way  down  to  7,953,000  bales.  They  would  check  that 
situation  entirely,  you  understand,  with  the  work  that  the  Farm 
Labor  Union  of  America  is  doing  in  ascertaining  the  cost  of  pro- 
duction, and  when  a  man  raises  two  bales  of  cotton,  he  puts  a  white 
buckle  on  one  bale  and  a  black  buckle  on  the  other,  and  he  can  sell 
only  the  white  buckle  bale  before  the  first  of  the  year.  He  lias  got 
to  hold  the  alternate  bale,  the  black  buckle  bale,  to  the  first  of  the 
following  year  before  he  is  allowed  to  sell  it.  In  other  words,  he  is 
not  allowed  to  dump  his  product. 

Senator  Johnson.  WTiat  is  that  you  say  about  the  farm  labor 
union  of  America  ? 

Mr.  Marsh.  Mr.  Fitz water  explained  thf.^  last  week. 

There  is  no  danger  of  bringing  in  uneconomical  land  when  you 
pav  the  farmer  only  such  price  for  his  product  as  pays  him  to  raise 
it  under  reasonable  conditions,  but  the  question  is,  Wliat  are  you 
going  to  do  with  the  millions  of  acres  of  land  that  are  now  under 
cultivation?  It  is  charged  that  the  Norris-Sinclair  bill  will  destroy 
the  initiative  of  the  farmer.  I  don't  see  any  reason  for  doing  that, 
and  to  point  out  this  as  to  the  use  of  uneconomical  land  in  increas- 
ing the  acreage,  if  the  so-called  cooperative  organizations  of  farmers 
are  successful  or  were  successful,  they  would  tend  to  get  a  fair 
price  for  the  farmers'  products,  and  the  same  result  would  follow, 
of  increasing  acreage  and  producing  land  speculation  that  your  bill 
proposes,  and  the  man  who  has  been  largely  responsible  for  organiz- 
ing these  farm  marketing  associations  has  steadily  opposed  your 
bill.  I  would  be  very  glad  if  you  would  get  Mr.  Aaron  Sapiro  here 
to  tell  you  why  he  opposed  it,'  if  he  would  submit  himself  to  cross- 
examination. 

It  is  said  that  this  Norris-Sinclair  bill  would  upset  trade  channels. 
The  acting  executive  of  the  Chicago  Board  of  Trade  wrote  me  that 
it  was  unconstitutional.  I  admit  that  it  is  on  the  basis  that  it  is 
unconstitutional  for  the  Government  to  do  anything  for  its  people. 
We  are  admitting  very  frankly  that  it  is  intended  to  upset  trade 
channels.  It  is  intended  to  do  that  with  the  cotton  exchange  and  the 
board  of  trade,  to  put  the  Government  in  position  to  protect  both 
producer  and  consumer. 

Senator  Johnson.  What  did  you  say  in  regard  to  Sapiro? 

Mr.  Marsh.  I  said  I  think  it  would  be  very  interesting  to  invite 
Mr.  Sapiro  to  come  here  before  the  committee  and  say  why  he 

opposes  the  bill. 

Senator  Johnson.  Is  he  opposing  the  ISTorris- Sinclair  bill? 

Mr.  Marsh.  Yes,  sir. 

Senator  Johnson.  Yes ;  but  he  has  not  any  more  connection  with 
the  farm  bureau,  I  understand,  or  with  that  organization  out  west. 
I  saw  that  in  the  paper  two  or  three  years  ago. 

Mr.  Marsh.  Two  or  three  weeks  ago. 

Senator  Johnson.  And  I  saw  it  just  the  other  day. 

Mr.  Marsh.  They  entirely  gave  him  up  at  their  December  meet- 
ing. 
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Again  the  question  comes  as  to  the  relation  of  the  tariff  and  this 
proposal,  and  I  would  like  to  discuss  that  briefly. 

I  have  been  unable,  from  a  very  close  study,  to  see  that  the  present 
tariff,  in  the  last  analysis,  has  helped  the  farmers  of  the  Nation  ma- 
terially. It  seems  to  me  that  that  question  does  not  come  in,  how- 
ever, in  this  connection,  because  the  first  year  this  corporation  is  in 
operation — and  I  am  assuming,  since  there  is  an  election  this  year 
and  there  are  over  10,000,000  voters  on  the  farms,  it  is  going  to 
pass,  as  well  as  for  some  other  reasons — in  the  first  year  they  have 
to  test  out  the  situation  and  see  how  it  works. 

Now,  it  may  be  necessary  to  declare  an  embargo  temporarily  for 
a  year  or  so  on  the  importation  of  certain  farm  products.  That, 
it  seems  to  me,  though,  Mr.  Chairman,  you  have  admirably  covered 
in  your  bill,  in  that  you  leave  large  discretionary  power  to  this 
commission;  that  is,  to  the  board  of  directors  of  this  corporation. 

I  want  to  say  one  thing  about  restricting  acreage.  If  you  restrict 
the  acreage  of  our  wheat,  Canada  will  increase  her  acreage  if  there 
is  any  chance  in  the  wordld  to  consume  it.  We  have  got  to  recognize 
that  all  of  these  staple  farm  products  are  raised  on  a  world  basis. 
That  is  the  reason  that  our  convention  of  northern  and  southern 
farmers  last  week  adopted  a  resolution  which  I  will  bring  before 
Congress  later,  requesting  the  Congress  of  the  United  States  to  call 
a  conference  of  representatives  of  farm  organizations  from  through- 
out the  world,  particularly  growers  of  staple  farm  products,  to  see 
if  they  can  not  reach  some  agreement  as  to  international  adjust- 
ment of  acreage  of  the  staple  farm  products,  to  the  effective  demand 
therefor  at  a  fair  profit. 

There  was  no  statement  which  I  made  which  was  more  generally 
figreed  to  by  something  over  110,000  farmers  I  spoke  to  last  summer 
tlian  this,  that  the  farmers  of  the  world  are  busy  cutting  each  others' 
throats  by  overproducing.  Of  course,  the  wheat  growers  in  Minne- 
sota, North  Dakota,  and  South  Dakota  and  other  States  are  in  com- 
petition with  the  wheat  growers  of  Egypt,  India,  Argentina, 
Rumania,  and  Russia. 

It  is  not  an  essential  part  of  this  bill,  however,  but  it  ought  to 
be  considered  by  Congress,  and  I  would  like  to  bring  out  this 
thought,  and  I  am  nearly  through.  The  reduction  of  freight  rates 
on  farm  products  is  essential,  but  I  would  like  to  point  out  how 
limited  as  to  its  benefits  to  farmers.  Reduction  of  freight  rates  on 
farm  products,  essential  as  it  is,  is  not  sufficient  to  meet  the  situation 
of  the  farmer,  since  he  must  get  a  price  which  will  cover  the  freight 
late.  Even  when  freight  rates  were  about  one-half  of  what  they 
are  to-day  the  farmer  did  not  break  even,  and  if  the  farmer  gets  a 
fair  price  for  his  product,  which  includes  the  freight  wliich  he  has 
to  pay  out  of  that  price,  the  freight  rate  is  not  of  much  vital  im- 
l)orta*nce  to  him,  although  we  would  like  to  have  the  freight  rates 
(m  farm  products  much  reduced. 

In  concluding,  let  me  make  this  statement.  The  Department  of 
Agriculture  during  the  summer  or  fall  issued  a  statement  that  among 
the  30,000,000  of  the  farm  population  in  the  United  States  there 
are  2,000,000  more  children  \mder  10  years  of  age  than  among 
any  30,000  population  in  any  combination  of  cities  in  the  United 
States,   and,   as  they  say,  what   the   farmer  does  is  to   rear  those 
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children  and  train  them  and  feed  them  and  get  them  in  shape  to  do 
tlie  work  of  the  world,  then  the  city  takes  them.  Now,  the  farmers 
have  that  handicap  over  the  city 'people,  2,000,000  more  children 
under  10  years  of  age,  who  are  not  able  to  do  very  much  Avork.  It 
is  ultimately  a  lumian  proposition,  as  well  as  a  financial  proposition, 
you  liave  before  you  in  this  measure,  and  we  would  ask  this  com- 
niittee,  wliicli  has  been  very  generous  in  hearing  Avitnesses,  to  report 
it  out,  and  we  are  sure  you  will  do  so  favorably  at  the  very  earliest 
opportunity,  so  that  we  may  have  it  brought  to  a  record  vote  on  the 
floor  of  tlie  Senate  and  in  the  House  as  soon  as  possible. 

Mr.  Chairman,  the  representative  of  the  labor  organizations  to 
whom  I  referred,  the  transportation  group  of  railway  employes, 
electrical  workers,  and  others,  told  me  they  would  be  glad  to  ^ap- 
pear before  your  committee  in  favor  of  yoiir  bill,  but  I  know  you 
want  to  hasten  it,  and  they  are  before  the  House  committee  to-day, 
and  I  know  they  are  satisfied  to  have  me  make  this  statement  that 
they  would  be  glad  to  appear  and  point  out  that  all  the  labor  forces 
of  the  Nation  are  for  this  bill,  as  well  as  a  very  large  percentage,  in 
my  judgment  a  majority,  of  the  farmei-s. 

I  want  to  tliank  you  very  much  for  your  patience  in  hearing  me 
this  morning. 

Senator  Johnson.  Mr.  Chairman,  I  want  to  ask  you,  will  these 
farm  measures  that  are  now  proposed,  the  Norris-Sinclair  bill  and 
the  McNary  bill  and  also  the  Norbeck  bill,  be  reported  first  from 
the  committee  of  the  House  ? 

The  Chair^iax.  I  can  not  tell  you  that.  Senator. 

Senator  Johnson.  Well,  it  would  not  make  any  difference,  I  un- 
derstand, but  is  that  the  plan  or  is  that  the  custom? 

The  Chairman.  Oh,  no.  They  have  no  relation  to  each  other.  AVe 
can  go  on  and  report  out  our  bill  whenever  we  get  around  to  it,  and 
so  can  they. 

Senator  Johnson.  I  mention  that,  because  what  I  am  thinking  of 
now  is  to  prepare  some  amendments,  and  if  that  is  so,  that  they  will 
report  out  the  bill  first  in  the  House,  I  would  like  to  see  if  some  of 
my  friends  over  there  will  prepare  amendments  and  have  theui 
offered  there  instead  of  here,  and  I  don't  want  any  hasty  action 
taken,  because  these  bills  are  important,  and  I  don't  want  to  be  shut 
out  in  reporting  it  from  this  committee  unless  all  the  membei-s  know 
about  what  time  you  aie  going  to  take  them  up  for  final  considera- 
tion before  they  are  reported  out. 

The  Chair3ian.  Senator  Johnson,  I  can  not  even  tell  you  that.  As 
soon  as  we  get  through  with  the  hearings  we  will  take  them  up. 

Senator  Johnson.  I  don't  ask  you,  of  course,  about  that,  but  I  just 
wanted  to  let  you  know  but  the  first  question,  of  course,  vou 
answered. 

Senator  Ladd.  Mr.  Chairman,  I  have  a  letter  here  from  a  promi- 
nent busines  man  and  farmer  of  North  Dakota,  who  has  three  large 
farms  in  Grand  Forks  County,  and  who  has  been  there  for  45  years. 
While  this  is  a  personal  letter,  it  contains  a  great  deal  of  information 
of  the  experiences  that  he  has  had,  and  I  would  like  to  have  it  printed 
in  the  hearings,  if  there  is  no  objection. 

The  Chairman.  All  right.  Hand  it  to  the  reporter,  and  it  will 
be  printed  in  the  hearings. 
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(The  letter  referred  to  is  here  printed  in  full  as  follows:) 

Loan  Ag?:ncy  of  thk  Union  Cf.ntkal  Ltfk  Insurance  Co., 

Grand  Forks,  N.  Dak.,  January  l.'i,  192 '§. 

Hon.  E.  F.  Ladd,  Washington,  D.  C. 

Deak  Senator:  To  me  it  seems  that  the  farmer  is  not  getting  anywhere. 
About  all  he  is  getting  is  talk.  Talk  and  then  some  more  talk.  Now,  if  they 
really  want  to  help  him  out — I  mean  now^  the  farmer  of  North  Dakota — I  think 
it  is  an  easy  proposition.  Let  the  Government  appoint  a  national  marketing 
agent,  let  the  President  of  the  United  States  put  the  tariff  up,  as  I  understand 
he  can,  to  50  cents  or  60  cents  a  bushel.  If  he  can  not  do  it,  Congress  is  in 
session,  let  them  do  it,  and  then  let  the  national  marketing  agent  take  over  the 
management  of  every  elevator  in  the  United  States  that  is  receiving  grain. 
Allow  them  5  cents  a  bushel  for  receiving  and  handling  and  shipping  out 
instead  of  2  cents^  as  they  get  now,  and  then  let  the  national  marketing  agent 
lix  a  price  of  $1.60  a  bushel  for  grain  at  the  local  elevator,  and  have  the 
farmer  when  he  brings  in  his  wheat,  if  he  brings  in,  say,  100  bushels,  get  pay 
for  75  bushels,  at  $1.60  per  bushel,  and  then  let  the  elevator  man  give  him  a 
receipt  for  25  bushels,  signed  by  the  name  of  the  national  marketing  agent. 
If  the  Government  needs  any  money  to  handle  the  proposition,  let  them  set 
aside  $100,000,000  for  that  purpose  with  interest  on  it  at  say  4  per  cent  or  5 
per  cent  if  they  choose,  and  then  have  the  Government  order  the  wheat  shipped 
to  a  seaport  and  ship  until  they  are  dead  sure  that  there  will  not  be  any  sur- 
plus left  anywhere  in  the  United  States,  and  ship  out  twenty-five  or  thirty 
million  bushels  more  than  we  have  to  spare,  and  at  the  end  of  the  year,  when 
tlie  Government  gets  through,  let  them  turn  over  to  the  farmer  in  cash  what- 
ever amount  they  get  per  bushel  for  the  wheat  net  after  deducting  the  entire 
charges.  If  he  doesn't  i^^et  but  50  cents  a  bushel,  that  won't  matter,  because 
he  will  have  on  an  average  9  bushels  of  wheat  that  he  sold  at  $1.60,  which 
would  be  $14.40,  for  the  three-fourths  of  his  wheat,  and  then  whatever  he  got 
out  the  other  would  make  a  sufficient  amount,  so  that  he  would  have  the 
costs  out  of  it.  The  national  marketing  agent  would  simply  say  to  the  mills  in 
Grand  Forks,  Minneapolis,  and  everywhere  else,  "  This  wheat  costs  you  $1.60  a f- 
the  primary  market,  and  costs  you  5  cents  for  elevator  charges,  and  costs  you 
the  freight,  and  if  the  grain  remains  in  the  local  elevators  until  there  was 
storage  it  costs  you  the  storage.  Now,  you  will  either  buy  it  or  close  up  your 
mills."  There  would  be  no  question  about  their  buying  it.  They  would  have 
to  buv  it  or  close  the  mills,  and  there  isn't  a  mill  in  the  United  States  that  has 
sufficient  wheat  to  run  it  for  30  days,  so  they  would  be  jumping  over  each 
other  in  order  to  get  the  wheat  to  do  business  with. 

The  State  mill  here  has  closed  down  one  unit  already  because  they  could  not 
get  wheat,  and  I  make  the  prediction  that  before  the  1st  day  of  July  all  three 
units  will  be  closed  unless  they  go  to  Canada  to  get  wheat  to  run  with.  There 
Is  no  wheat  left  in  North  Dakota  ;  that  is,  none  worth  mentioning.  There  is  some 
in  some  of  the  elevators,  but  no  elevator  has  a  big  stock.  I  have  been  making 
some  inquirv  about  that,  and  the  farmers  are  cleaned  out  as  they  were  never 
cleaned  out  before  at  this  time  of  the  year.  Some  will  say  that  if  you  did  that 
that  the  farmer  would  increase  his  acreage  of  wheat.  Of  course,  that  can  be 
stopped  easily  by  their  having  a  provision  in  the  bill  that  if  they  increase  the 
acreage  that  the"  marketing  agent  will  reduce  the  price;  but  I  don't  think  that 
that  would  be  necessary,  because  the  fact  that  they  have  already  sold  25  per 
cent  of  their  wheat  for  a  lot  less  than  it  cost  them  to  grow  it  would  stop  them 
from  increasing  their  acreage  very  much ;  but  there  can  be  a  further  provision 
put  in  the  bill  saying  that  if  they  increased  the  acreage  that  they  would  have 
to  take  a  cut  of  such  a  per  cent,  or  so  many  cents  per  bushel  for  the  ensuing 
crop,  so  they  would  know  beforehand  what  they  were  going  to  run  up  against. 
Now  there  has  got  to  be  something  done,  and  it  has  got  to  be  done  right  away, 
or  we  won't  have  any  North  Dakota.  There  is  not  one  county  in  this  State 
that  did  not  lose  a  lot  of  settlers  in  1923.  Bottineau  County  has  not  to  exceed 
50  per  cent  of  the  population  that  it  had  10  or  12  years  ago.  Grand  Forks 
County,  which,  as  you  know,  is  one  of  the  best  counties  in  the  State,  has  lost 
a  number  of  people.  I  have  three  farms  right  here  near  the  city  and  haven't 
got  a  tenant  for  any  one  of  them,  and  there  is  one  of  them  I  consider  as  fine  a 
farm  as  there  is  in  the  State  of  North  Dakota,  and  the  other  two  are  good,  fair 
farms ;  and  there  are  buildings  on  all  three  of  them.  Now,  what  are  we  going 
to  do  if  people  are  going  to  continue  to  leave  the  State?    I  know,  of  course,  that 
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the  high  tax  has  something  to  do  with  it.  The  taxes  are  eating  up  our  land, 
but  that  is  not  the  whole  thing  by  a  long  ways:  but  our  fanners  have  got  to 
learn  to  economize.  They  have  got  to  buy  less  gasoline,  and  milk  more  cows, 
and  raise  more  cows,  and  do  things  of  that  kind :  but  they  can  not  stay  under 
present  conditions.  They  can  not  continue  to  feed  the  United  States  witli  crops 
and  get  50  per  cent  of  what  it  costs  them  to  grow  the  stuff :  and  that  is  whixt 
they  are  getting.  Potatoes  and  wheat  and  oats,  barley,  and  rye  have  not  sold 
for  to  exceed  50  per  cent  of  the  cost  for  tlie  past  two  years  at  least,  and  iiogs 
and  cattle  are  very  little  better.  Our  cattle  are  not  stall  fed,  and  the  price 
of  cattle  now  for  anything  except  stall  fed  is  ruinous.  A  3-year-old  steer  is 
selling  at  3  to  3^  cents  a  pound,  and  it  weighing  about  1,000  pounds.  You  can 
see  that  it  is  impossible  Jto  grow  them  for  that  money.  The  (mly  thing  that  we 
have  left  that  has  any  money  in  it  is  a  little  money  in  flax,  and  there  is  money 
in  dairy  products,  and  there  is  money  in  wool.  Now,  we  have  not  many  sheep, 
.so,  consequently,  haven't  very  much  wool.  We  haven't  a  lot  of  dairy  stuff, 
because,  first  of  all,  we  haven't  the  facilities  for  handling  it. 

North  Dakota  is  a  waterless  State,  you  might  say.  It  is  a  difficult  thing  to 
get  wells.  People  put  down  wells,  and  it  costs  them  as  high  as  a  thousand 
dollars,  and  they  last  from  two  to  three  years.  It  is  my  candid  opinion  that 
wliat  people  are  going  to  have  to  do  in  this  State  is  to  build  water  holes.  I 
believe  that  that  is  the  best  solution  we  w41l  have,  but  you  know  what  it  is 
to  have  stagnant  water  for  stock  for  a  wiiole  year,  and  if  your  hogs  go  into 
the  same  water  that  the  cattle  do,  it  will  make  it  a  good  deal  worse.  But  it 
is  a  big  problem ;  and  then  we  haven't  buildings  and  we  haven't  any  natural 
shelter  like  trees,  as  they  have  in  most  States  in  the  Union.  In  fact,  nearly 
every  State  in  the  Union,  outside  of  this  State,  Minnesota,  Iowa,  Illinois,  and 
other  States,  have  a  considerable  amount  of  natural  timber  that  forms  a  lot 
of  shelter,  and  with  n  very  minimum  expense  will  make  shelter;  but  here  we 
have  got  to  buy  lumber  or  go  without  shelter,  and  lumber  now  is  exorbitant 
in  price.  I  don't  know  that  the  lumbermen  are  making  any  too  much  money, 
but  lumber  is  costing  five  to  six  times  what  it  used  to  cost  in  this  city.  The 
Coulter  bill  is  all  right  for  tho.se  who  can  make  use  of  it.  Imt  supposing  a  man 
makes  use  of  the  Coulter  bill  and  he  buys  8  or  10  cows  and  takes  them  out  on 
the  farm — and  he  hasn't  got  water,  and  then  he  hasn't  got  shelter,  and  then 
he  hasn't  got  feed.  What  do  you  think  is  going  to  become  of  the  investment? 
And  then,  too,  if  the  Government  are  buying  a  lot  of  cattle,  they  are  going  to 
buy  them  at  an  exorbitant  price.  They  will  pay  probably  $100  each  for  cows, 
because  they  will  he  taken  advantage  of,  as  they  always  are.  and  there  isn't 
any  chance  for  them  to  make  both  ends  meet.  It  is  my  candid  opinion  that 
a  good  deal  better  investment  for  the  farmer  of  North  Dakota  to-day  is  to  buy 
sheep  instead  of  buying  milch  cows.  Sheep  only  need  cheap  shelter.  All  you 
have  got  to  do  with  them  is  to  put  them  somewhere  where  they  will  be  dry. 
and  they  don't  need  any  warmth.  They  furnish  the  warmth  themselves;  and 
then  they  don't  require  but  a  little  water — not  one-tenth  as  much  for  sheep  as 
for  the  cows — ^and  they  don't  require  but  very  little  feed.  I  know  that  you 
and  others  down  there  have  been  giving  a  lot  of  thought  to  this  matter,  and  I 
know  that  you  are  pestered  with  all  kinds  of  letters  from  people  like  myself, 
but  I  hope  you  will  forgive  my  bothering  you  further  with  this.  I  have  every 
iollar.  practically,  that  I  have  in  the  world  invested  in  North  Dakota. 

I  have  had  all  kinds  of  faith  in  the  State.  I  have  been  here  for  45  years, 
and  I  hate  to  think  that  I  am  liable  to  walk  out  of  it.  such  as  thousands 
have  gone  out  .in  the  past  three  years.  I  have  been  all  over  the  United  States, 
except  in  the  New  England  States,  and  I  want  to  say  that  North  Dakota  has 
the  best  land  that  there  is  in  the  United  States,  more  good  land  and  less  poor 
land  than  in  any  State  in  the  Union.  I  was  born  in  Iowa,  and  while  it  is  a 
great  agricultural  State,  it  hasn't  the  percentage  of  good  land  that  this  State 
has.  but  to-day  land  in  North  Dakota  has  absolutely  no  value.  There  is  not  any- 
body that  will  make  an  offer.  I  have  at  least  150  farms  and  I  could  not  sell  one 
of  them  at  any  kind  of  a  price.  There  is  nobody  that  wants  them.  Nobody  will 
talk  to  you  about  land,  and  you  could  not  trade  land  for  baloons,  or  anything 
else.  The  party  realizes  that,  like  an  automobile,  a  piece  of  land  is  a  liability 
but  with  the  automobile,  you  can  get  some  pleasure  out  of  it.  but  you  can  not 
get  any  pleasure  out  of  the  land.  Our  farmers  are  niJt  lazy,  they  are  not  in- 
dolent, as  some  people  charge,  and  they  are  not  inefficient.  We  have  had  far- 
mers come  here  from  Iowa  and  Illinois  and  other  States,  and  not  one  of  them 
has  made  as  good  as  the  farmers  that  we  have  had  here  for  the  r>«'ist  40  years. 
There  is  nobody  in  the  world  who  can  farm  this  land  better  than  the  people 
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who  are  right  liere  to-day,  and  there  isn't  a  more  intellisent  class  of  farmers 
anywhere  on  earth  than  we  have  in  North  Dakota.  I  often  compare  them 
when  I  get  into  other  States,  when  I  go  down  into  Texas  and  Oklahoma,  and 
Arkansas  and  those  States,  and  as  a  druggist  down  there  said  to  me.  He 
asked  me  wliat  I  did,  and  I  told  him  that  I  was  a  farmer.  Well,  I  am  a  farmer 
The  biggest  farmer  at  least  in  North  Dakota,  and  he  said  to  me.  "  Well,  vou 
Kure  don't  look  like  one  of  those  'er  yaps  what  farm  down  here,"  and  I  sure 
didn't  look  like  the  ones  I  happened  to  run  on  to  down  there.  Our  farmers 
are  the  cream  of  the  country,  but  every  one  of  them  is  losing  his  farms.  I 
made  the  statement,  at  the  bankers'  meeting  at  Fargo  about  three  weeks  ago, 
that  95  per  cent  of  the  farmers  of  North  Dakota  are  bankrupt,  and  thev  all 
laughed  at  me  and  then  I  told  then,  I  said,  "All  right,  pick  out  your  townships 
now  that  you  say  that  are  not  95  per  cent  of  them  bankrupt,  and  let's  have  it 
sized  up.  I  will  attend  to  getting  a  statement ".  Well,  they  said,  "  They  can 
not  pay  their  debts,  but  they  are  not  bankrupt",  and  I  said,  "No.  nor  they 
can  sell  their  land,  and  everything  they  have  and  sell  it  to  a  man  who  wants 
it,  for  as  much  as  they  owe  on  it."  and  if  a  man  in  that  condition  is  not 
bankrupt,  what  Is  he? 

Look  at  the  condition  of  our  banks.  They  are  Just  toppling  over  each  other, 
and  the  great  big  majority  of  the  banks  in  the  country  towns  are  just  hanging 
on.  They  haven't  got  a  ghost  of  a  show  of  ever  making  good,  and  why?  Not 
because  the  men  who  run  them  liaven't  experience,  not  because  they  are  not 
honest,  not  because  they  are  not  efficient,  but  because  the  men  whom  they 
trusted  are  banknipt.  That  is  the  whole  reason  in  a  nutshell,  and.  believe  me. 
the  thing  is  going  to  come  right  home  to  the  people  in  the  larger  cities.  You 
notice  that  the.  T  believe,  largest  national  bank  In  the  State  of  South  Dakota 
was  closed  at  Sioux  Falls  a  few  days  ago:  and  we  have  had  a  run  here  in 
Grand  Forks,  and  a  run  in  Fargo,  and  succeeded  in  stopping  them,  but  I  don't 
think  the  end  is  yet  by  any  means.  We  are  all  dependent  on  the  fellow  who  is 
out  there  on  the  land,  and  the  fellow  out  on  the  lanrl  can't  keep  it  any  longer, 
and  he  is  broke,  and  if  we  are  not  broke,  then  it  is  not  long  until  we  will  be 
with  the  pre.sent  conditions.  The  newspapers  and  the  magazines,  you  know, 
are  tooting  about  the  prosperity  that  is  right  on  hand  in  all  of  the  farming 
districts,  but  there  is  not  a  day  pnsses  but  what  I  could  trade  the  land  that  I 
have  here  in  North  Dakota  for  land  down  in  Iowa  and  for  property  in  other 
localities ;  so  that  they  can  not  have  all  the  prosperity  that  they  are  talking 
about.  I  talked  with  a  salesman  who  represents  the  State  mill  in  the  State 
of  Iowa,  and  he  claims  that  they  are  much  worse  off  there  than  we  are  here. 
Now,  I  am  not  saying  that  that  is  true,  becau.se  I  haven't  been  down  there  for 
several  years,  but  I  can  not  see  how  it  is  possible  for  the  Iowa  farmers  to 
prosper  with  present  conditions:  and  Montana  and  North  Dakota  and  South 
Dakota  are  certainly  in  a  very  bad  condition,  and  northwestern  Minnesota  is 
fully  as  bad.  The  banks  over  in  northwestern  Minnesota  have  been  toppling 
Just  as  fast  as  they  are  here,  and  I  believe  wor.se  than  right  here  in  North 
Dakota,  and  for  exactly  the  same  reason.  Before  they  passed  the  Federal 
reserve  bank  act  I  attended  a  meeting  in  the  Raddison  Hotel  in  Miimeapolls. 
and  there  were  at  least  500  bankers  present  from  Iowa,  Wisconsin,  Minnesota, 
North  and  South  Dakota,  and  Montana,  and  I  was  the  only  one  of  the  whole 
outfit  that  said  a  word  in  favor  of  the  bill,  and  they  called  on  me  just  to  have 
a  little  fun  at  my  expense.  All  of  the  others  who  got  up  .said  that  it  was  a 
failure,  that  it  was  not  needed,  and  that  the  Aldrich-Vreeland  currency  bill 
was  all  we  had  any  need  for  and  several  other  things,  hut.  after  all.  the  bill 
was  i)assed  in  spite  of  what  they  could  do.  iuu\  now  it  is  admitted  by  everybody 
that  it  was  the  greatest  piece  of  constructive  legislation  that  ever  went  on  the 
statute  books  in  this  country. 

Now.  they  can  put  over  this  handling  of  the  farmers'  crop.<  if  they  want  to. 
If  they  don't  want  to,  they  might  just  as  well  shut  ui)  and  get  through  witli  it, 
and  tell  the  farmers  to  go  to  the  devil  and  help  himself,  and  then  the  few 
that  can  help  themselves  will  try  to  help  them.selves.  Congress  ought  to  be 
honest  with  the  farmer  and  tell  him  right  out  what  they  are  going  to  do.  They 
have  talked,  etc.,  for  two  or  three  years  and  have  done  nothing  that  has  been 
of  any  help  to  the  farmer.  It  is  true  that  they  loaned  him  some  money  and 
charged  him  interest  on  it.  That  is  certainly  a  fine  help  for  a  man  who 
already  owes  more  than  he  can  pay  the  interest  on.  There  is  only  two  or  three 
things  that  will  help  him.  He  must  have  an  increa.sed  price  for  ins  products 
or  he  must  have  new  immigration  into  the  United  States  that  will  lower  his 
Eabor  costs  or  he  must  have  one  whale  of  a  good,  big  industrial  panic  that  will 
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afreet  everybody  in  the  United  States.  S4>  that  the  labor  will  be  all  thrown  out 
of  employment  and  they  will  start  down  at  the  bottom,  and  other  i>rices  will 
start  down  at  the  bottom.  You  know,  they  talked  about  the  panic  of  1893, 1894, 
1895,  and  1890.  The  1895  crop  was  the  cheapest  crop  that  was  ever  in  the 
United  States.  I  had  a  thousand  and  forty  acres  that  I  was  farming  here 
s(»uth  of  the  university,  1  mile,  and  I  made  money  that  year.  In  fact,  made 
money  all  of  those  years;  and  I  did  not  guess  about  it.  because  the  man  that 
was  on  the  farm  had  to  pay  interest,  and  then  we  divided  up  what  was  left. 
He  made  money  and  I  made  money,  but  we  made  money  although  wheat  was 
d(»wn  to  42  cents  a  bushel,  and  everything  else  proportionutely  low,  but  our 
costs  were  proportionately  low.  The  tax  on  the  land  was  then  about  s^40  a 
quarter,  and  to-day  the  tax  on  that  same  land  is  .$250  a  quai-ter.  We  paid  (mr 
men  .$20  a  month.  They  were  mostly  lumberjacks  from  the  Minnesota  wo«k1s. 
They  were  real  mad  if  you  did  not  call  them  before  dayliglit,  and  they  w<»rked 
until  dark,  and  drove  four  horses,  and  then  took  care  of  them  in  the  morning 
and  the  evening,  and  to-day  no  hired  man  will  take  care  of  any  horse,  he  won't 
work  but  eight  hours,  and  then  he  wants  the  farmer  to  pay  him  .$50  a  month, 
which  he  has  to  pay.  I  don't  say  anything  about  the  laboring  man  not  being 
entitled  to  the  wage,  but  the  farmer  can  not  afford  to  pay  him  the  wage,  and 
then  turn  around  and  sell  his  products  at  a  ruinous  price.  Everything  that  he 
gets— his  binders  he  bought  in  1895  for  a  hundred  dollars,  and  to-day  they  are 
costing  him  $240.  and  other  things  in  the  same  proportion.  The  freight  on 
his  grain  is  about  double  what  it  was  at  that  time,  but  the  railroads  have  a 
good  excuse.  Their  taxes  are  three  times  what  they  used  to  be  and  they  are 
paying  their  labor  more  than  three  times  what  they  used  to  pay  them.  Now, 
looking  at  this  from  every  angle,  it  appears  to  me  that  the  liest  thing  for  the 
people  in  the  East,  as  well  as,  of  course,  the  salvation  of  we  people  out  here,  is 
that  we  get  a  good  fair  price  for  our  products  so  that  we  can  make  both  ends 
meet  and  still  feed  those  people  in  the  East  with  a  product  that  is  not  much 
more  than  the  cost  on  it.  I  think  that  is  better  for  them  than  to  have  a  pani<-, 
Ijossibly  it  is  better  for  them  than  to  have  immigration,  although  I  think  North 
Dakota  should  have  the  immigration  by  all  means,  if  they  can  get  it.  We 
have  five  times  the  land  that  the  people  in  this  State  are  capable  of  handling 
and  we  can  not  destroy  it,  and  it  is  all  being  burdened  with  the  tax. 

Sorry  to  have  inflicted  you  with  all  of  this,  but  I  had  to  get  it  off  off  my 
chest.    It  has  been  accumulating  there  for  some  time. 

With  very  kindest  regards.  I  am,  sincerely  yours. 

M.  F.  Murphy. 

STATEMENT  OF  MR.  HERBERT  JANVRIN  BROWNE,  LODI,  N.  Y. 

* 

Senator  McNart.  State  for  the  record  your  name  and  address. 

Mr.  Browne.  Herbert  Janvrin  Browne*.  At  the  present  time  en- 
gaged in  long-ran^e  meteorology  as  an  outgrowth  of  my  study  of 
the  economic  cycle.     My  home  address  is  Lodi,  N.  Y. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  am  speaking 
on  the  Norris-Sinclair  bill,  and  without  seeming  to  discuss  it  I  wish 
to  state  that  I  was  led  into  a  study  of  the  wheat  condition  in  par- 
ticular from  its  relation  to  the  economic  cycle. 

The  three  great  essentials  of  human  life  are  food,  clothing,  and 
shelter.  Food  absolutely  depends  upon  weather.  Clothing,  because 
it  comes  from  cotton,  wool,  and  flax,  is  very  largely  dependent  upon 
the  weather.  Shelter  is  to  guard  against  the  weather.  Therefore 
I  am,  I  think,  safe  in  saying  these  are  the  three  great  foundations 
of  all  economic  factors. 

My  studies  have  led  me  to  the  conclusion  that  the  Xorris-Sinclair 
bill  is  of  very  essential  primary  necessity  for  the  conservation  of 
one  of  the  ffreat  food  supplies,  and  possibly  all  others,  and  of  one  of 
the  great  clothing  supplies.  History  has  shown  a  succession  of  crop 
shortages,  and  in  relation  to  food  crops  sometimes  famine  condi- 
tions.    They  are  based  on  what  are  recognized  by  some  of  the  great 
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students  of  historic  weather  cycles  as  great  periodic  pendukim  swinj:^ 
affecting  weather.  Now,  when  these  swings,  which  may  varjr  from 
a  few  hundred  years  down  to  even  a  single  season,  are  swinging  not 
in  unison,  we  get  average  weather.  Whenever  the  time  comes  that 
they  all  swing  in  unison  we  invariably  get  such  extraordinary 
weather  as  to  result  in  crop  failures.  The  crop  failure  may  come 
from  not  a  whole  season,  like  that  of  1816,  the  year  without  summer, 
but  may  come  where  a  single  frost,  a  single  freeze,  destroys  a  crop; 
a  single  adverse  condition,  which  may  last  a  week,  may  entirely  de- 
stroy a  crop.     It  does  not  have  to  be  a  whole  season. 

We  are  approaching,  in  my  judgment,  that  condition  within  a  few 
yeai^s.  If  the  matter  is  given  scientific  examination — and  I  would 
certainly  welcome  the  examination  by  a  board  of  scientists;  some  are 
already  convinced,  and  one  is  Sir  William  H.  Faveridge,  who  has 
figured  from  a  critical  analysis  of  the  prices  of  wheat  as  far  back 
as  they  can  be  traced — that  we  are  on  a  verge  of  a  great  wheat  famine 
due  to  meteorological  conditions.  I  agree  with  him,  except  that  I 
put  the  date  a  little  later  than  his.  He  figured  tliat  the  cycle  was 
going  to  hit  us  in  1923,  and  my  figures  convince  me  that  the  beginning 
of  the  cycle  was  1923. 

There  have  been  four  7-year  famines  in  Egypt,  beginning  with  the 
period  of  Joseph.  Every  one  of  the  great  famines  in  wheat  fits 
into  a  multiple  cycle,  one  factor  of  which  is  a  period  of  123  years, 
and  the  other  a  period  of  147  years,  the  two  together  making  a 
period  of  271  years,  and  that  fits  into  several  series,  which  absolutel}^ 
back  up  the  dates  in  which  the  world  has  suffered  its  great  famines. 

My  judgment  is  that  our  great  critical  period  will  come  in  1926 
and  1927.  It  is  the  period  of  the  great  sun  spot  cycle  of  55.6  years. 
One  of  those  periods  struck  the  country  in  1816,  which  was  the  year 
without  a  sunmier.  Practically  no  crops  were  raised  north  of  the 
Ohio  or  the  Potomac.  There  was  snow  in  every  month  in  the  year. 
In  June  there  was  snow  from  New  England  to  New  York,  where  on 
the  4th  of  July  tliere  was  from  a  quarter  to  half  an  inch  of  ice  in 
that  area.  Corn  in  Pennsylvania  was  planted  three  times,  but  none 
matured.  In  New  England  a  little  hay  was  cut,  Init  not  much.  All 
the  root  crops  were  complete  failures.  My  two  grandfather's,  who 
were  young  farmers  in  New  Hampshire  at  that  time,  I  remember 
telling  me  about  it  when  I  was  a  small  boy,  and  in  articles  which  I 
picduced  last  year  I  revived  the  story  of  1816,  which  had  practically 
i)een  lost  to  memory  and  was  obscured  in  old  records.  Since  then  I 
tliink  everyone  has  had  a  chance  to  reread  the  history  of  1816. 

1  appeared  before  the  House  Committee  on  Agriculture  on  the 
(>th  of  February  last  year,  at  which  time  I  forecasted  weather  con- 
<  lit  ions  in  general  terms  for  last  yeai*.  Every  one  of  those  forecasts 
was  borne  out  to  the  letter.  On  the  10th  of  August  I  made  public 
in  Washington  and  through  the  press  forecasts  of  the  cold  wave 
from  August  to  September  and  October.  A  column  was  printed 
on  the  subject  on  the  17th  of  August  in  the  New  York  World.  An 
earlier  article  appeared  in  the  Northwestern  Miller  and  some  of  the 
northwestern  papers. 

On  the  18th  oi  August  the  AVeather  Bureau  came  out  with  a  semi- 
official statement  declaring  that  there  was  nothing  to  long-range 
forecasts,  and  that  the  weather  of  the  following  week  was  to  be  of 
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mild  and  equable  temperature.  Four  days  later  the  August  cold 
Avave  hit  the  country,  perhaps  the  severest  cold  wave  which  has  been 
recorded  for  that  period  in  the  history  of  the  Weather  Bureau.  On 
the  1st  of  September  I  personally  gave  to  Secretary  Wallace,  in  an 
interview  in  his  own  office,  a  statement  in  respect  of  the  September 
cold  wave.  I  said,  "  It  will  hit  the  northern  half  of  the  Corn  Belt 
one  of  the  severest  blows  which  has  ever  been  given  to  the  corn 
crop."  The  cold  wave  came  on  schedule,  and  I  am  informed  by 
officials  of  the  Agricultural  Department  that  some  ^50,000,000  bushels 
of  corn  were  rendered  noncommercial  by  that  cold  wave. 

So  I  think  that  I  may  have  justification  in  talking  along  this  line 
before  the  committee. 

Under  the  pending  measure  an  instrumentality  is  created  which 
may,  in  its  judgment,  store  wheat  as  well  as  market  it  Practically 
all  the  facilities  are  in  existence  to-day  for  storing  a  large  surplus 
and  preserving  it,  if  advisable,  against  a  day  of  need. 

To  change  from  that  point  of  presentation 

Senator  McNary.  Pardon  me.  As  I  understand  from  yxyui  testi- 
mony we  will  have,  in  1926  and  1027,  a  very  severe  cold  wave,  and 
that  we  will  have  a  failure  of  crops. 

Mr.  BirowNE.  And  it  will  be  a  world-wide  failure. 

Senator  McNary.  And  you  want  the  Government  to  take  the  crop 
now  and  store  it  for  that  day  of  famine  ? 

Mr.  Broavne.  Yes,  sir. 

I  wish  now  to  change  from  a  consideration  of  the  weather  con- 
ditions to  a  very  different  point  of  approach,  namely,  the  bread 
side  of  the  wheat  proposition. 

I  had  the  pleasure,  on  Saturday  night  of  furnishing  a  member 
of  the  Senate,  Senator  Brookhart,  with  figures  on  the  cost  of  mak- 
ing bread  in  the  Army — the  material  costs.  These  figures  will 
haA^e  special  value,  as  they  represent  a  noncommercial  production 
of  bread,  and  therefore  there  is  no  reason  for  the  sophistication  of 
figures.  The  figures  were  furnished  personally  by  Lieut.  Col.  Sher- 
lard  Coleman,  who  has  charge  of  subsistence  in  the  Quartermaster 
General's  office. 

The  Army  bread  is  the  best  breiid  which  can  be  made.  I  have 
used  it  in  all  forms,  fresh,  stale,  and  toasted,  and  in  other  ways.  It 
is  made  from  a  straight  wheat.  The  material  which  entei*s  into 
it  is  the  best  Avhich  can  be  procured. 

Senator  Ladd.  When  you  say  straight  wheat,  do  you  mean  whole 
wheat,  or  flour  made  from  such  wheat? 

Mr.  Browne.  Yes,  sir:  flour  made  from  straight  wheat. 

The  Army  bakeries  make  from  135  to  140  pounds  of  bread  to  the 
100  pounds  of  flour,  while  the  commercial  bakeries  make  from 
160  to  165  pounds  of  bread  per  100  pounds  of  flour.  Tlie 
Army  cost  of  material  ranges  from  2  cents  at  points  near  to  the 
source  of  supply  to  3  cents  at  the  remoter  points,  including  Wash- 
ington, D.  C.,  where,  at  Washington  Barracks,  the  whole  thing  can 
l)e  seen  in  operation.  Very  minute  fractions  of  a  cent  could  be 
given  upon  this,  but  I  have  given  it  in  its  nearest  approximation. 

Figures  now  being  issued  V)y  the  Agricultural  Department,  by  the 
Bureau  of  Labor  Statistics  from  the  Labor  Department,  and  I 
think  a  third  set  from  the  Federal  Trade  Commission  varied  so  widely 


DAMAGED  PAGE(S) 


ijKjyj 


L' (  t\.K  riAr^rj    ^Vi.\  j.;    ijiVi^n    wr     r  i\nivi    itvUI/w   i.^. 


in  tluMi-  estimates  of  the  cost  of  making  hread  that  1  should  iii<re, 
if  the  committee  wish  finally  to  ^o  into  tJiat  questicm,  a  most  critical 
examination  of  the  sources  of  that  information  and  the  metluKl  by 
which  it  is  put  together  into  statistics.  If  the  three  great  Govern- 
ment authorities  can  not  agree,  the  connnittee  might  be  in  doubt 
as  to  whether  any  of  tliese  figures  should  be  accepted,  and  would 
perhaps  pi-efer  the  disinterested  figures  of  the  Ignited  States  Army. 

Senator  McKinlev.  May  I  ask  you  a  question,  Mr.  Browne? 

Mr.  Bkowne.  Yes. 

Senator  McKinley.  For  instance,  in  the  Army  cost  of  manufac- 
turing bread,  do  they  figure  in  any  taxes  if 

Mr.  Browxj:.  Xo,  Sir.  The  Army  figures  relate  solely  to  the  ma- 
terial entering  into  the  bread. 

Senator  McKinley.  They  have  not  included  anything  of  that 
kind  ? 

Mr.  Browne.  The  labor  costs  does  not  enter  into  the  Army  figures 
at  all.  The  Army  figures  are  reliable  and  can  be  used  solely  on  cost 
of  material,  and  since  the  commercial  bakeries,  no  matter  how  great 
they  are,  no  matter  if  the  baker  makes  as  mnch  bread  as  is  used 
by  the  United  States  Army,  place  the  cost  of  bread  so  much  higher 
than  the  Army  figures  on  the  cost  material,  there  may  be  grave 
question  as  to  whether  they  have  not  sophisticated  their  figures 
against  the  interests  of  the  public  and  the  consumer. 

Senator  McKinley.  Of  course  you  give  out  a  statement  of  4  cents, 
jand  that  is  what  the  people  figure  as  the  cost. 

Mr.  Browne.  Yes. 

Senator  McKinlett.  They  have  not  charged  up  anything  of  that 
Colonel's  salary  of  $8,000  a  j^ear,  they  have  not  included  the  labor, 
and  they  have  not  figured  anything  on  the  freight  on  that  wheat 
from  Minneapolis,  where  they  jjought  it,  to  Washington? 

Mr.  Browne,  les,  sir;  that  is  figured  in.  All  of  the  costs  of 
material  delivered  to  the  Army  are  figured  in. 

Senator  McKinletst.  But  they  can  be  delivered  to  the  Army  in 
Minneapolis. 

Mr.  Browne.  I  beg  your  pardon  on  that.  The  Army  figures  are 
based  on  the  cost  of  delivery  to  the  Army  baking  plant. 

Senator  McKtnley.  You  mean  the  Army  bakery  where  the  bread 
is  made  ? 

Mr.  Brow^ne.  The  Army  bakery ;  yes,  sir.  Otherwise  there  would 
be  identical  figures  at  }X)ints  nearest  to  the  point  of  supply  and  at 
the  remotest  points,  but  these  figures  vary  from  2  to  3  cents  per 
pound,  depending  upon  nearness  to  the  material. 

Senator  McKini^ey.  But  the  overhead.  Ford  made  a  statement 
just  recently  that  40  per  cent  is  added  to  the  factory  cost  of  every 
automobile. 

Mr.  Brow^nb.  Yes,  sir.     I  have  no  doubt  that  is  true. 

I  would  like  to  go  a  little  further  into  this  bread  question.  Figures 
were  furnished  me  which  can  be  corrolx)rated  by  the  committee, 
from  an  authoritative  source,  that  in  the  modern  bakery,  using  auto- 
matic machinery,  a  crew  of  10  bakers,  of  whom  6  are  master  bakers 
and  4  are  assistants,  will  turn  out  32,000  loaves  of  bread  in  eight 
hours,  at  a  labor  cost  solely  confined  to  the  operation  of  this  machin- 
ery, not  involving  other  work  on  the  materials,  of  $80,  which  w^ould 
indicate  a  direct  labor  cost  of  a  quarter  of  a  cent  per  loaf.    A  large 
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bakery  now  in  operation  in  Washington,  a  subsidiary  of  the  Old 
I)ut<?h  Market,  is  now  manufacturing  about  400,000  loaves  pei-  month, 
which  they  deliver  to  retailers  at  6  cents  per  loaf,  wrapped,  and  that 
bread  is  retailed  at  7  cents. 

Senator  McKinley.  You  mean  it  is  delivered  to  the  consumer  at 
7  cents? 

Mr.  Brow^ne.  It  is  delivered  to  the  consumer  at  7  cents. 

Senator  MoKinley.  Taken  to  my  house  ? 

Mr.  Browne.  I  would  not  answer  to  the  delivery.  It  goes  fre- 
quently into  the  class  of  groceries  where  |:>eoi)le  carry  it  home  them- 
selves. The  delivery  usually  in  Washington  is  confined  to  the  larger 
high-class  groceries.  The  smaller  neighborhood  groceries  do  not 
•deliver. 

Senator  McKinley.  Does  that  grocer  sell  it  to  his  customers  for 

7  cents? 

Mr.  Browne.  Yes,  sir:  against  the  average  cost  from  the  great 
bakeries  of  9  cents  at  retail,  and  not  infrequently  10  cents  here  in 
Washington. 

Senator  Ralston.  Wliat  kind  of  bakeries? 

Mr.  Brow^ne.  The  larger  bakeries. 

I  have  been  informed,  and  I  should  have  said  that  the  committee 
may  have  this  information  officially  if  they  will  just  call  up  the  head 
of  the  Old  Dutch  Market.  He  will  appear  here  and  produce  his 
figures.  They  have  been  making  and  selling  bread  in  their  own  chain 
groceries,  a  high-class  bread,  for  5  cents  a  loaf  retail.  That  was 
largely  for  its  advertising  value,  but  still  it  yielded  a  small  profit. 
This  gentleman  assures  me  that  6  cents  yields  a  very  good  profit, 
and  T  am  speaking  for  the  moment  on  my  own  authority.  The 
figui-es  which  I  have  seen  indicate  a  profit  on  this  bread  now  whole- 
saled at  6  cents  and  retailed  at  7  of  $36,000  a  year  on  a  capital  invest- 
ment of  $50,000.  In  other  words,  even  at  that  low  price  of  7  cents 
retail  a  profit  of  72  per  cent  per  annum,  with  all  overhead  elements 
included. 

This  gentleman  further  informed  me  that  a  drop  in  price  from  0 
cents  to  8  cents  may  be  given,  as  he  forecasts,  as  a  10  per  cent 
increase  in  the  consumption  of  bread,  and  that  a  drop  to  7  cents, 
which  is  a  2-cent  drop,  w^ould  lead  to  a  25  per  cent  increase  in  the 
consumption  of  bread.  Below  that  point  he  did  not  look  for  any 
marked  increase  in  consumption,  but  inasmuch  as  over  50  per  cent 
of  the  population  of  the  United  States  to-day  eats  bakers'  bread,  if 
this  estimate  is  correct,  a  drop  from  the  9  and  10  cent  level  in  the 
present  retail  price  of  bread  to  6  or  7  cents  would  mean  an  absorption 
of  not  less  than  75,000,000  more  bushels  of  wheat  than  are  now  con- 
sumed. 

Senator  Ralston.  Xow.  what  in  your  judgment  would  be  the 
effect  on  the  farmers'  bushels  of  wheat  if  that  should  occur? 

Mr.  Browne.  Anytliing  which  led  to  an  increase  of  75,000,0(H) 
bushels  in  tho  d(miestic  consumption  of  wheat  would  so  relieve  the 
present  congestion  as  to  carry  the  price  of  wheat  up  to  the  basis 
•of  a  fair  profit. 

Senator  McKinley.  Do  I  understand  that  your  reconunendation 
then  is  that  we  organize  a  corporation  as  provided  under  Senator 
Norris's  bill,  and  that   in   each   town  the  Government   shall  start 
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bakeries,  and  govornment  distribution  in  the  sales  of  bread  shall 

be  made? 

Mr.  Browne.  No,  Senator.     But  I  want  to  say  a  word  in  that 

direction. 

The  Agricultural  Department  at  present  operates  Center  Market 
in  Washington,  which  is  governmentally  owned,  and  the  left  wing 
of  that  market  has  a  large  west  loft  covering  something  like  15,000 
square  feet.  Other  locations  might  be  used,  but  if  the  Agricultural 
Department  were  authorized  and  directed  to  establish  in  Washing- 
ton a  model  bakery  and  furnish  bread  to  the  Washington  public 
at  a  fair  profit,  there  would  be  no  difficulty  in  proving  that  bread 
can  be  made  and  sold  at  a  reasonable  profit  at  6  cents  retail  per 

pound  loaf. 

Senator  Kalston.  Now,  that  may  possibly  be  true,  but  here  is  the 
thing  that  worries  me.  If  that  argument  is  sound,  now.  that  you 
are  making,  why  should  not  the  Government  establish  here  in 
Washington  a  mercantile  store  in  order  to  give  a  fair  illustration 
to  the  public  of  what  can  be  done,  and  what  are  reasonable  prices? 

Mr.  Browne.  Senator,  I  would  suggest  that  the  Government 
already  has  one  here  in  Washington  and  at  every  other  Army  post 
where  it  does  give  the  public,  the  soldiers  of  the  Army,  and  officers, 
the  sailors  of  the  Navy,  and  their  officers  and  families,  an  oppor- 
tunity to  buy  materials  of  nearly  every  description  at  cost. 

Senator  Ralston.  The  public  generally  does  not  patronize  this 
institution. 

Mr.  Browne.  No;  it  is  not  permitted  to. 

Senator  Ralston.  No.  Now,  what  is  your  idea?  Would  you 
have  the  Government  establish  that  sort  of  a  store  ? 

Mr.  Browne.  In  Washington? 

Senator  Ralston.  Yes. 

Mr.  Browne.  No,  sir.  But  I  would  like  to  see.  for  the  benefit  of 
both  consumer  and  producer  a  model  bakery  established  in  order  thnt 
the  present  inordinate  profits  derived  by  the  great  bakers  may  be 

reduced. 

Senator  Ralston.  Their  profits  are  no  greater  than  tlie  profits  in 
a  great  many  other  lines. 

Mr.  Browne.  Then  the  thin^  needs  very  drastic  treatment. 

Senator  Ralston.  That  is  w^iat  worries  me  now,  but  going  on  to 
the  balance  of  your  suggestion 

Senator  McKinley  (interposing).  I  might  make  another  sugges- 
tion. I  don't  know  that  it  is  being  done  now,  but  here  a  few  years: 
ago  every  week  there  were  published  the  wholesale  prices  of  meats 
after  the  packers  had  made  extortionate  profits,  and  they  were  sell- 
ing them  at  20  cents  a  pound  and  the  retail  price  was  40  cents  a 
pound.  Should  not  the  Government  start  meat  stores,  ])ecause  meat 
costs  a  good  deal  more  than  bread  does? 

Mr.  Browne.  I  would  not  go  very  far  along  that  line,  Senator,  but 
I  would  suggest  that  bread  is  the  staff  of  life ;  it  is  the  first  basic 
food  essential,  and  the  actual  proof  that  bread  can  be  economically 
and  profitably  sold  at  retail  for  6  cents  would  possibly  have  a  very 
valuable  effect  in  starting  municipal  bakeries  under  municipal  control 
in  every  section  of  the  country.  Even  more,  without  even  going  into- 
that,  the  i)ublicity  which  may  be  given,  or  the  advertising,  if  you 
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please,  if  vou  can  call  it  advertising,  to  the  efforts  now  being  made  by 
this  subsidiarv  of  the  Old  Dutch  Market  to  put  bread  onto  the 
AYashington  inarket  at  a  reasonable  price  may  induce  similar  efforts 

in  other  cities.  ,,.,,-       t    •     ^  j 

Senator  Gooding.  Let  me  ask  you,  have  the  big  bakeries  eliminated 

(he  small  man  in  this  city? 

Mr.  Browne.  Not  entirely. 

Senator  Gooding.  Not  entirely  ? 

Mr.  Browne.  They  don't  want  to,  because  the  small  hand  baker 
is  a  most  useful  advertisement  for  the  big  baker  in  his  effort  to 
maintain  prices  at  a  standard  which  the  small  baker  must  charge, 
and  that  is  the  way  it  works.  The  small  hand  baker  in  Washington 
is  selling  his  bread  at  the  same  price  as  the  big  bakers. 

Senator  Gooding.  Did  you  put  that  price  in  the  record  ? 

Mr.  Browne.  In  Washington  it  is  9  cents.    In  some  places  it  is  11. 

Senator  (xooding.  Have  you  given  the  committee  the  information 
as  to  how  much  a  bushel  of  wheat  costs— that  is,  how  much  the  wheat 
in  a  loaf  of  bread  actually  costs  ? 

Mr.  Browne.  I  have  given  the  figures  in  lump  as  to  the  cost  of 
material  entering  into  bread  in  tlie  Army  posts,  not  including  the 
cost  of  manufacture,  but  the  actual  cost  of  that  material  delivered  to 

the  Army. 

Senator  Gooding.  Raw  materials,  you  mean  ? 

Mr.  Browne.  Yes,  sir;  and  those  figures  are  furnished  by  Col. 
Sherrard  Coleman,  who  has  charge  of  that.  That  is  already  in  the 
record.  Figures  are  now  available  in  the  Department  of  Agricul- 
ture, very  recently  taken,  of  the  price  of  bread  in  France,  which  is 
almost  exactly  3  cents  per  pound  loaf  on  the  old  basis  at  retail,  and 
wheat  in  France  ranges  from  15  to  20  cents  a  bushel  higher  than 
the  market  price.  The  French  baker  still  clings  to  hand  methods 
and  produces  from  500  to  TOO  pounds  of  bread  per  day,  while  the 
American  baker,  with  the  use  of  automatic  machinery,  produces  in 
a  day  of  eight  hours  3,200  pounds  of  bread. 

Senator  Gooding.  Per  man  ? 

Mr.  Browne.  Per  man.  Thirty-two  thousand  pounds  of  bread  for 
a  crew  of  10  men  operating  automatic  machinery. 

Senator  Gooding.  And  yet  this  bread  sells  for  30  per  cent  of  what 
it  sells  for  here  in  America — 3  cents  a  pound,  you  say,  and  here  it 

is  10? 

Mr.  Browne.  Three  cents  a  pound  against  9  and  10. 

Senator  Gooding.  That  would  be  about  30  per  cent. 

Mr.  Browne.  I  will  give  you  a  peculiar  illustration  of  the  cost 
of  doing  business  in  a  municipality.  Perhaps  it  is  an  extreme 
illustration,  but  it  may  direct  your  minds  to  an  interesting  situation 
in  the  city  of  Washington  where  the  Government  has  absolute  and 
exclusive  power  of  legislation,  and  where  by  some  mischance  or 
failure  to  exercise  that  power  the  cost  of  living  has  become  higher 
than  in  any  other  American  city  with  which  I  have  contact.  I 
figured  out  for  Senator  Brookhart  the  present  rental  value  of  good 
corn  land  in  Iowa.  He  said  it  was  running  from  $6  to  $7  and  under 
exceptional  conditions  perhaps  $8. 

The  Chairman.  Per  acre  per  year  ? 

Mr.  Browne.  Per  acre  per  year.  I  said,  "  I  want  to  get  a  certain 
set  of  figures,  and  I  want  to  figure  then  that  two  acres  will  be  about 
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88,000  feet,  and  I  want  100.000  feet  for  puipos's  of  comparison., 
and  I  Avill  say  that  $16  is  the  rental  for  100,000  feet  of  good  Iowa 
corn  land  per  annum.-'  Just  beyond  the  corner  of  Fourteenth  Street, 
on  the  south  side  of  G,  is  a  little  bootblack  stand  operated  by  an 
Italian,  about  8  feet  wide  and  possibly  20  feet  deej).  He  is  paying 
$16  per  s([uarc»  foot  annual  rental  for  that  little  hole  in  the  wall. 
In  otlier  words,  the  landlord  of  that  piece  of  ground  is  deriving 
one  hundred  thousand  times  as  much  rental  per  foot  as  an  Iowa  corn 
farmer  would  get. 

Senator  Gooding.  You  have  not  compared  that  with  our  State, 
have  you,  where  land  values  are  not  quite  as  high  ^ 

Mr.  Browne.  Xo,  sir;  I  tried  to  get  values  where  land  is  high: 
one  hundred  thousand  times  as  nuich  rental  per  annum,  and  yet 
Congress  is  called  on  to  tax  your  western  farmer  for  40  per  cent 
of  the  expense  of  running  the  District  of  Columbia  in  order  that  that 
ovcrrich  landlord  may  avoid  his  fair  share  of  the  public  burden. 

Senator  McXary.  Up  until  a  few  years  ago  the  Government  was 
paying  50  per  cent. 

Mr.  Browne.  We  have  got  it  down  to  a  60-40  basis.  In  time, 
when  the  count rv  at  large  realizes  that  all  the  value  of  the  District 
of  Columbia  is  (jrovernment  created,  and  that  every  man  who  comes 
here  to  serve  his  country  in  public  office  must  first  make  terms  with 
a  landlord  before  he  caii  perform  his  functions,  we  may  change  tliat 

basis. 

Senator  McNary.  Mr.  Browne,  is  there  anything  further  that  you 
want  to  express  yourself  on  to  the  committee  touching  this  bill^ 

Mr.  Browne.  T  think  that  I  have  covered  the  main  things  I 
wanted  to  present. 

I  should  like  to  have  put  in  the  record  this  article  of  mine  on 
'*  The  weather  in  1924,"  taken  from  the  Country  Gentleman  of 
January  5,  1924. 

Senator  McNary.  If  there  is  no  objection  by  the  committee  it  will 
be  inserted  in  the  record,  Mr.  Browne. 

(The  article  referred  to  is  here  printed  in  full,  as  follows:) 

[The  Country  GeaUeman,  January  5,   lf>24.] 
The  Wkathkr  in  1924 — What  America's  Crops  Wiix  Face. 

[By  Herl)eit  .Tunviin  Browne.] 

Here's  an  article  whicli  will  start  soinething.  Scientific  weather  forecasts 
/mve  usually  been  tomorrow's  guess — sometimes  wrong.  This  weather  fore- 
cast, by  a  man  who  makes  weather  science  a  private  hobby  and  a  life  stu«ly. 
is  f(»r  next  month's  weather  and  next  summer's.  It  may  not  have  the  indorse- 
ment of  the  Weather  Bureau.  But  Mr.  Browne,  on  the  basis  of  past  success, 
risks  his  reputation  to  give  the  farmer  forecasts  which  will  be  of  tremendous 
value  if  they  prove  out. — The  editor. 

Science  again  is  coming  to  the  farmer's  assistance.  The  principles  of  sound 
long-range  weather  forecasting  are  becoming  established.  This  does  not  mean 
that  rain,  or  frost,  or  snow  can  be  set  for  a  definite  day  months  ahead ;  but 
it  does  signify  that  the  general  course  of  the  year  to  come  as  to  excess  or  hick 
of  rain,  the  tendency  as  regards  heat  or  cold  departure  from  the  average,  the 
disposition  toward  late  cold  waves  and  frosts  in  the  spring  or  their  unsea- 
sonably return  in  the  late  summer  and  early  fall  can  be  announced  with  even 
more  certainty  than  characterizes  the  day-to-day  reports  of  the  Weather 
Bureau,  which,  by  and  large,  come  true  about  eighty-five  times  in  the  hundred — 
a  remarkable  record  of  efficiency. 
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The  writer  made  public,  early  in  1923,  a  forecast  of  1923  weather  for  the 
year  which  ran  100  per  cent  correct,  and  on  August  10  he  gave  out  fore- 
casts of  the  series  of  unparalleled  cold  waves  which  during  August,  September, 
and  the  first  part  of  October  caused  crop  losses  aggregating  some  $200,000,000 
in  the  United  States.  With  this  announcement  I  will  turn  to  the  last  chapter 
of  the  book  and  let  readers  see  how  the  story  ends.  I  will  forecast  the 
weather  for  1924  in  the  United  States,  generally  and  by  sections,  and  tell  how 
these  conclusions  are  reached. 

Taking  the  country  as  a  whole,  the  temperature  for  1924  will  be  below  the 
average  and  the  rainfall  likewise.  It  will  be  a  "  cold-dry "  year,  according 
to  the  standard  of  the  eminent  meteorologist,  Brueckner.  There  will  be  areas 
which  will  receive  far  above  the  normal  rainfall  and  areas  in  which  the  heat 
will  contradict  this  forecast;  but  this  rainfall  and  excess  heat  will  be  at  the 
expense  of  tlie  rest  of  the  country,  which  in  the  weather  lottery  should  have 
a  fairer  average  of  distribution.  Again,  there  will  be  a  few  months — very  few — 
which  will  register  above  the  normal  of  heat  or  of  rain,  but  again  it  will  be 
at  the  cost  of  months  which  would  be  greatly  benefited  by  a  fairer  share  of  the 
excess  gifts  of  sun  and  sky. 

Let  a  word  of  caution  be  given  here  about  weather  records  and  averages. 
All  the  values  can  be  smoothed  and  smothered  in  the  figures  of  average  weather, 
lainfall,  and  temperature.  There  could  be  a  5-lnch  cloudburst  on  July  1. 
tearing  up  the  country  and  doing  great  damage,  and  the  rest  of  the  month 
record  a  burning  drought,  yet  the  average  rainfall  for  July  would  be  normal. 
There  could  be  two  cold  waves  with  killing  frosts  in  May  which  would  destroy 
the  fruit  blooms  in  a  dozen  States,  yet  balmy  w^eather  the  rest  of  the  month 
would  make  the  record  for  May  read  "  Temperature,  normal." 

A    HAZARDOUS   SPRING  AHEAD  FOR  FRUIT. 

The  year  1924  will  be  marked  by  several  severe  and  unseasonable  cold  waves, 
the  earlier  penetrating  for  south,  to  the  serious  loss  of  unprotected  fruit  and 
early  vegetables.  Later  ones  will  hit  the  Appalachian  fruit  growers,  who  would 
do  well  to  use  protective  devices,  a  suggestion  which  can  be  extended  generally 
to  peach,  plum,  cherry,  and  grape  growers  in  all  sections  of  the  North  and  East. 
The  west  coast  has  already  learned  the  lesson.  The  early  fall  months  will 
witness  not  less  than  three  cold  waves  of  damaging  character  and  wide  extent. 
They  are  the  natural  accompaniment  of  the  cold-dry  type  of  year. 

One  feature  of  vital  importance  should  be  remembered :  This  is  to  be  a  year 
of  violent  fluctuations.  Hot  waves  will  alternate  with  the  cooler  periods  which 
will  dominate  the  year ;  but  as  the  hot  waves  will  be  accompaniments  of 
droughty  weather,  they  will  leave  their  unpleasant  mark  on  the  crops. 
Farmers  should  plow  deep  and  get  their  land  surfaces  into  the  best  shape  pos- 
sible for  light  rainfall.  Alfalfa  fields  about  to  be  turned  over  this  spring  might 
be  spared  another  year.  The  deep  roots  will  insure  a  crop  when  the  other 
grasses  will  be  short.  Dairymen  should  provide  liberally  against  an  early 
failure  of  pasturage  by  planting  an  abundance  of  green  forage. 

Winter  wheat,  where  uninjured  by  the  excessive  cold  rains  of  October  and 
November  in  the  Oklahoma,  Kansas,  and  Nebraska  region,  will  have  a  fair  year, 
as  will  spring  wheat  in  the  upper  Missouri-Mississippi  States.  But  the  corn 
fai-mers  in  the  northern  third  of  the  (^orn  Belt,  all  the  way  from  Ohio  to  South 
Djikota.  will  make  a  wise  insurance  by  cutting  down  on  their  corn  acreage  and 
1  Hitting  in  otlier  wops  not  so  liable  to  be  damaged  by  September  frosts  of  the 
killing  order,  (^orn  i)lanted  in  that  latitude  should  be  in  early,  even  at  the 
risk  of  re[)lanting.  It  is  cheaper  to  replant  than  to  lose  a  greater  part  of  the 
^^v^>])  from  late  niiiturity. 

The  region  of  the  Great  Lakes  east  to  the  Hudson,  the  Ohio  Valley,  and  the 
Atlantic  seaboard  from  New  England  south  to  Virginia  have  nmch  the  same 
weather  indications,  save  that  the  seaboard  for  a  depth  of  about  200  miles 
receives  a  shai-e  of  its  rainfall  directly  from  the  ocean,  and  for  a  less  distance 
has  its  temperatures  moderated  at  both  extremes  by  the  same  influence.  This 
whole  region,  including  the  upper  Mississippi  Valley  and  the  low^er  Missouri 
Valley,  will  bear  the  brunt  of  the  rain  shortage  of  1924.  Numerous  thunder- 
storms will  furnish  the  principal  precipitation,  but  this  source  is  too  irregular 
and  sp(»tty  to  sjitisfy  crop  reciuirements.  and  locations  within  the  sections 
named  wiil  suffer  severely. 

The  South  Atlantic  seaboard  and  East  Gulf  States  will  have  from  enough  to 
t<M)  much  rain  and  thereby  reason  for  complaint.    The  West  Gulf  will  be  one 
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section  with  small  cause  for  anxiety.  There  the  little  gods  of  rain  and  sun- 
shine are  going  to  do  their  hest.  So,  too,  the  great  range  belt,  from  Havre, 
Mont.,  to  Amarillo,  Tex.,  and  Roswell,  N.  Mex. ;  yes,  even  the  Big  Bend 
country,  the  Rio  Grande  Valley,  and  across  the  border  to  Arizona  are  going  to 
see  the  best  grass  and  water  in  20  years,  and  it  will  carry  on  for  several  years 
to  come.  The  usually  well-watered  sections  of  the  Middle  West  and  East  will 
have  too  little. 

The  Pacific  coast  takes  separate  consideration.  Offshore  lies  a  huge  body 
of  cold  water  welling  up  from  the  depths  of  the  ocean.  This  is  the  main  cause 
of  the  heavy  rainfall  of  the  western  sections  of  Washington  and  Oregon,  lessen- 
ing almost  to  the  vanishing  point  over  the  hot  lands  of  southern  California. 
This  cold  oceanic  area  has  increased  in  breadth  and  lowered  in  temperature. 
Less  moisture  will  flow  inland,  and  what  does  will  come  with  stronger  winds. 
More  moisture  will  cross  the  Divide  into  eastern  Washington  and  Oregon  and 
into  Nevada  and  Arizona,  which  will  thus  benefit  at  the  expense  of  the  coast. 

Heavy  snows  are  forecast  for  the  lower  Lake  region,  Pennsylvania,  New 
York,  and  New  England ;  in  fact,  practically  the  whole  area  east  of  the  Mis- 
sissippi and  north  of  the  Ohio.  The  Great  Plains  and  Northern  Plateau  will 
also  have  a  good  cover.  A  thick  blanket  holding  late  in  upper  Canada  will  be 
one  of  the  indicating  causes  of  a  retarded  spring  in  the  States,  marked  by  the 
promised  cold  waves.  If  we  are  to  have  cold  waves  the  late  spring  will  have 
Its  compensating  advantages.  Also  a  deep  snow  cover  would  hold  promise  of 
good  crops  were  the  hope  backed  by  adequate  rains  later  on  and  a  proper 
commingling  of  warmth  and  sunshine,  but  not  otherwise. 

The  Southeast  will  not  complain  of  excessive  heat  the  year  through.  Tem- 
peratures will  run  below  the  average,  but  the  Southwest,  including  Oklahoma 
and  Kansas  and  clear  across  to  the  limits  of  western  Arizona,  will  set  new 
marks  for  the  thermometer  to  shoot  at.  And  on  parallel  dates  other  regions 
will  see  winter  overcoats  drawn  from  their  retreats. 

Now,  this  is  not  intended  to  be  a  pessimistic  forecast  of  calamity.  Consider 
it  more  as  an  effort  to  aid  farmers  of  the  land  to  take  time  by  the  forelock. 

Everything  starts  with  the  heat  of  the  sun.  The  sun's  heat  varies.  There 
are  short  variations  a  few  days  in  length,  the  effects  of  which  are  soon  felt 
and  soon  over.  There  are  others  of  much  longer  duration,  the  effects  of  which 
are  a  long  time  in  reaching  full  development.  Other  periods  are  believed  to 
exist  which  may  last  for  centuries. 

MOST  TTNUSITAL  WEATHER  OF  A    CENTURY. 

For  three  years,  from  1918  to  January,  1921.  the  sun's  heat  reaching  the 
earth  was  about  1.5  per  cent  above  normal.  Then  it  l)egan  to  drop  with  con- 
siderable rapidity  until  by  September.  1922,  it  had  fallen  about  2.6  per  cent 
below  the  normal,  a  range  equivalent  to  about  4.5*  F.  in  the  earth's  tempera- 
ture. This  was,  of  course,  not  distributed  evenly  all  over  the  earth,  but  added 
so  strong  an  element  to  the  great  pulsations  of  air  and  heat  exchange  between 
the  poles  and  Equator  as  to  produce  the  most  extraordinary  weather  abnor- 
malities of  more  than  a  hundred  years.  And  it  is  on  these  pulsations  and 
their  approximate  effects  that  the  weather  of  1924  is  forecast  in  this  article. 
The  sun's  heat  has  now  returned  to  a  point  somewhat  below  its  normal  level, 
but  the  effect  of  its  five-year  lurch  will  be  experienced  for  several  years  to 
come.    It  has  been  truly  world-wide. 

The  oceans,  slow  to  respond,  are  now  beginning  to  feel  the  drop  in  the  sun  s 
heat.  The  Gulf  Stream  will  have  lost  some  of  its  temperature.  The  Gulf  of 
Mexico,  the  Caribbean  and  the  whole  Atlantic  will  be  cooler.  Consequently 
less  moisture  will  be  taken  up  by  the  winds  and  driven  landward.  Air  over 
the  land  will  be  cooler;  consequently  what  moisture  is  brought  in  will  be  de- 
posited undulv  near  the  coast.  That  explains  why  heavy  rains  are  predicted 
for  the  South  Atlantic  and  Gulf  States.  Less  moisture  comes  in  farther 
north,  partlv  because  the  prevailing  winds  are  westerly  and  partly  because 
the  sea  is  colder  and  less  responsive  to  calls  for  moisturo.  The  Mississippi 
Valley  and  its  sections  to  the  east  draw  moisture  from  the  Gulf  of  Mexico,  and 
that  will  be  largelv  precipitated  south  of  Memphis.  The  southeast  monsoon 
which  waters  Texas  and  the  arid  ranges  will,  as  written  before,  find  the 
situation  to  its  order,  and  will  wet-nurse  that  vigorous  land  to  all  its  lustihood. 
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THUBSDAY,  JANUABY  17,  1924. 

United  States  Senate. 
CoMMiiT^E  ON  Agriculture  and  Forestry, 

Washington.  D,  ('. 

Tlie  cominittoe  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m  , 
in  room  826,  Senate  Office  Building,  Senator  George  W.  Xorris 
(chairman)  presiding. 

Present:  Senators  Xorris  (chairman).  Capper,  Keyes,  Gooding, 
Ladd,  Norbeck,  McKinley,  Heflin,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  Colonel  Cole- 
man, you  wanted  to  be  heard  this  morning^ 

STATEMENT   OF   SHERRARD    COLEMAN,    LIEUTENANT   COLONEL, 
QUARTERMASTER  CORPS,  UNITED  STATES  ARMY. 

Lieutenant  Colonel  Coleman.  My  name  is  Sherrard  Coleman.  1 
am  a  lieutenant  colonel  in  the  Quartermaster  Corps,  in  charge  of 
subsistence  and  forage  in  the  office  of  the  Quartermaster  General  of 
tlie  Army. 

The  Chairman.  Colonel,  the  committee  are  A'ery  anxious  to  get 
leliable  data  on  the  cost  of  distribution  of  farm  products  from  the 
time  they  leave  the  farmer  until  they  reach  the  consumer.  We  under- 
.stand  that  you  had  charge  during  the  war  of  the  making  of  bread 
for  the  Army,  and  that  you  can  give  us  a  great  deal  of  information 
with  regard  to  the  cost  of  converting  flour  into  bread.  We  would 
like  to  have  you,  in  your  own  way,  go  on  and  give  us  your  experience 
as  it  actually  occurred,  and  any  information  that  you  can  give  us  in 
that  regard  we  will  greatly  appreciate. 

Lieutenant  Colonel  Coleman.  I  became  interested  in  bread  making 
as  an  officer  of  the  Army  a  good  many  years  ago,  and  worked  with 
the  idea  of  the  Army  manufacturing  its  own  bread,  and  was  instru- 
mental in  establishing  a  field  bakery  at  Fort  Riley,  Kans.,  which 
covered  a  period  of  about  10  years  prior  to  the  war.  During  the 
World  War  it  became  necessary  to  expand  our  methods  very  hurriedly 
until  I  had  supervision  of  practically  the  making  of  4,000,000  pounds 
of  bread  per  day  for  the  training  schools  and  camps  situated  in 
different  parts  of  the  United  States. 

Our  method  of  baking  bread  was  developed  by  hand,  with  veiy 
little  machinery,  but  we  are  familiar  with  all  the  details  of  modern 
machinery  for  making  the  product.  In  the  Army  the  soldier  is 
given  as  a  part  of  his  ration  known  as  the  bread  component,  bread 
at  a  price  based  on  the  cost,  that  is,  the  first  cost  of  18  ounces  of  flour. 
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The  Quartermaster  Corps  manufactures  bread  and  sells  it  to  him  at 
the  actual  cost  of  the  ingredients  only,  for  you  must  know  that  the 
Army  bakery  is  operated  by  soldier  pei-sonnel.  So  the  soldiers  buy 
this  bread  at  the  actual  cost  of  what  goes  into  it;  that  is  to  say,  flour, 
sugar,  salt,  lard  or  shortening,  and  yeast.  As  a  rule  the  flour  is 
bought  by  the  Army  f.  o.  b.  the  station  at  which  it  is  used.  During 
the  past  six  months  it  has  varied  somewhat  in  cost  from  approxi- 
nuitely  2  cents  a  pound  to  e3  cents  a  pound.  At  Fort  Riley,  which  is, 
we  take  it,  about  the  center  of  the  wheat  producing  territoi^  of  the 
United  States,  we  bought  the  straight  flour  which  at  that  time 
was 

The  Chairman  (interposing).  Will  you  tell  us  either  now  or  at 
some  other  time  what  j^ou  mean  by  straight  flour? 

Lieutenant  Colonel  Coleman.  Yes,  sir.  Straight  flour  is  what  is 
known  as  a  mixture  of  first  and  second  patent.  It  is  not  the  high- 
priced  flour,  but  it  is  a  first-class  flour,  very  strong,  and  sacrificing 
some  of  the  whiteness  in  the  finer  grades.  It  is,  in  other  words,  a 
strong  flour. 

Senator  McKinley.  It  is  about  three-quarters  of  the  wheat,  is 
it  not? 

Lieutenant  Colonel  Coleman.  Yes  sir.  As  I  was  going  to  say,  we 
bu}^  this  flour  at  Fort  Riley,  delivered,  at  about  2  cents  a  pound. 
We  bought  some  this  year  as  low  as  1.9  cents  delivered. 

The  ChxUrman.  You  buy  it  in  carload  lots? 

Lieutenant  Colonel  Coleman.  Yes  sir.  This  particular  lot  I  am 
speaking  of  we  bought  something  over  i^,000,000  pounds  and  dis- 
tributed it  to  different  points,  and  the  cost  of  this  distribution 
brings  the  cost  up  from  about  1.9  cents,  which  is  the  lowest  lot,  to 
about  2.7. 

If  it  is  of  interest  to  the  committee,  I  have  a  copy  of  that  particu- 
lar contract  with  me,  showing  you  the  low  price  of  flour  at  that 
time.  The  contract  was  made  in  August,  and  delivery  was  made  in 
September  and  July,  which,  of  course,  is  the  cheapest  period  of 
production  of  flour. 

If  we  can  get  flour  at  2  cents  a  pound  delivered,  it  means  that 
with  soldier  labor  and  post  bakery  equipment  which,  of  course,  is 
not  the  improved  machinery  tliat  you  have  in  the  commercial 
bakeries,  but  consists  of  a  mixer  and  the  balance  of  the  work  is  done 
by  hand,  we  can  produce  that  bread  for  less  than  2  cents  a  pound 
actual  cost. 

Senator  (tOoding.  Without  taking  into  account  the  labor  cost? 

Lieutenant  Colonel  Coleman.  AVithout  taking  into  account  labor 
costs. 

Senator  McKinley.  Or  rent? 

Lieutenant  Colonel  Coleman.  Just  the  materials  that  go  into  the 
bread.  In  other  words,  we  usually  get  about  140  pounds  of  bread 
for  every  hundred  pounds  of  flour.  The  output,  of  course,  depends 
upon  the  personnel  used  to  mix  it  up.  Some  will  get  a  higher  yield 
than  others,  on  account  of  the  waste. 

The  Chairman.  You  get  140  pounds  of  bread  out  of  100  pounds 
of  flour? 

Lieutenant  Colonel  Coleman.  Yes  sir. 

The  Chairman.  Does  that  extra  40  pounds  comprise  the  other 
ingredients? 
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Lieutenant  Colonel  Coleman.  No  sir.  The  extra  40  pounds  comes 
by  reason  of  the  addition  of  water,  and  the  other  weight  that  is 
added  to  it,  but  tlie  water  is  the  largest  item  of  weight.  In  other 
words,  we  put  in  57  per  cent  of  water,  which,  of  course,  accounts  for 
the  increased  weight. 

Now,  at  the  present  time,  flour  has  increased  somewhat,  which  has 
resulted  in  our  paying  about  a  half  a  cent  a  pound  more  for  flour 
than  we  did  in  that  particular  contract. 

Senator  Gooding.  What  time  was  it  you  made  the  contract  for 
this  amount? 

Lieutenant  Colonel  Coleman.  The  latter  part  of  August.  I  have 
it  here  and  can  quote  from  it  if  you  would  like  to  hear  it. 

Senator  Gooding.  No,  that  is  not  necessary. 

Senator  Ralston.  Is  it  lengthy. 

Lieutenant  Colonel  Coleman.  No,  it  is  not  lengthy  at  all. 

Senator  Ralston.  I  would  like  to  have  it  go  in  the  record. 

The  Chairman.  There  is  no  objection. 

Lieutenant  Colonel  Coleman.  This  contract  is  from  the  official 
records.  This  is  a  record  I  took  from  the  official  records — just  a 
memorandum. 

Senator  Goodings.  Now,  this  contract  for  the  3,000,000  pounds  you 
bought  was  for  Fort  Riley  ? 

Lieutenant  Colonel  Coleman.  No  sir.  Fort  Riley  was  only  one 
of  the  delivery  points  under  the  contract.  I  think  Fort  Riley  got 
something  like  4,000  pounds,  more  or  less. 

Senator  Gooding.  The  point  of  delivery  is  the  same  now  as  it  was 
at  that  time,  and  it  is  50  cents  a  hundred  higher,  you  say? 

Lieutenant  Colonel  Coleman.  Yes,  about  half  a  cent  a  pound 
higher. 

The  Chairman.  Can  you  give  the  committee  any  data  on  the 
basis  of  a  bushel  of  wheat?  For  instance,  can  you  tell  us  out  of  a 
bushel  of  wheat,  now,  60  pounds,  how  many  loaves  of  bread  you 
make  ? 

Lieutenant  Colonel  Coleman.  Senator,  that  is  a  little  out  of  mv 
Ime.  It  would  be  more  or  less  guess  work,  and  you  could  get  better 
evidence. 

The  Chairman.  You  are  not  familiar  with  the  number  of  pounds 
of  flour  that  come  from  a  bushel  of  wheat  on  the  average  ? 

Lieutenant  Colonel  Coleman.  No,  sir. 

Senator  Gooding.  Let  us  take  it  in  flour.  Ask  him  how  many 
pounds  of  flour  he  gets  out  of  a  bushel  of  wheat  ? 

Senator  Johnson.  Senator  Ladd  knows  all  about  that.  He  can 
give  the  committee  that  information. 

The  Chairman.  I  think  there  are  many  members  of  the  commit- 
tee tliat  know  that.  I  think  I  know  it,  too,  but  want  to  get  it 
in  the  record  so  that  the  Senators  can  read  this  record  and  find  out. 

Lieutenant  Colonel  Coleman.  That  varies  with  the  class  of  flour 
you  are  producing:  tlie  finei*  the  grade  of  flour  as  a  rule  the  less  num- 
ber of  j)ounds  per  busliel  of  wheat.  As  a  rule,  if  I  remember  right, 
conunercially  a  baker  expects  300  one-pound  loaves  of  bread  per  bar- 
rel of  flour.  We  don't  reach  that  in  the  Army  because  it  is  to  the 
baker's  interest  to  sell  all  the  moisture  that  he  can.  We  drive  out 
all  the  moisture  we  can  in  our  bread. 
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The  Chairman.  Then,  if  I  understand  you,  coninieicially  they 
would  get  a  greater  number  of  loaves  of  bread  out  of  the  same 
quantity  of  flour  than  the  Army  does? 

Lieutenant  Colonel  Coleman.  Yes,  sir. 

Senator  Ladd.  One  point  I  wanted  to  ask  you  about  before  you 
finish.  You  said  you  used  a  straight  flour.  Is  that  about  what  the 
average  baker  uses? 

Lieutenant  Colonel  Coleman.  That  is  alx)ut  what  he  uses. 

The  Chairman.  You  are  not  familiar,  perhaps,  Colonel,  with  the 
labor  that  is  properly  chargeable  to  the  making  of  bread,  are  you? 

Lieutenant  Colonel  Coleman.  Senator,  I  don't  feel  that  I  am  com- 
petent to  give  any  expert  testimony  on  that.  I  only  know  approxi- 
mately what  the  labor  cost  is,  and  I  think  that  they  generally  fig- 
ure on  a  fraction  over  a  cent  a  pound  in  the  ordinary  commercial 
bakery. 

The  Chairman.  If  that  were  true,  and  assuming  that  to  be  true, 
then  the  cost  of  a  loaf  of  bread,  actual  cost,  including  the  material 
that  is  in  it  and  the  labor  that  there  is  in  it  would  be  between  3  and 
4  cents  a  loaf? 

Lieutenant  Colonel  Coleman.  And  also  you  would  add  to  that  the 
cost  of  machinery  and  fuel  and  such  other  overhead  costs  as  would 
fro  into  the  wear  and  tear  of  the  machinery,  interest  on  capital  in- 
vestment, etc. 

The  Chairman.  Yes,  of  course,  that  is  taking  in  items  that  I  did 
not  include,  but  which  can  properly  be  included.  I  was  trying  first 
to  get  the  cost,  confining  it  to  the  labor  and  materials,  but  taking  in 
all  of  those  things,  can  you  give  us  any  information  as  to  what  the 
cost  of  a  loaf  of  bread  would  be  without  any  profit  added,  but  just 
the  actual  cost,  including  material  that  goes  into  the  bread,  the  la- 
bor, and  the  overhead  which  would  include  wear  and  tear  on  ma- 
chinery, as  I  understand  it,  interest  on  the  cost  of  machinery,  capital 
invested,  and  everything  else? 

Lieutenant  Colonel  Coleman.  That  would  range  somewhere  from 
4  to  5  cents,  and  I  have  been  trying  to  arrive  at  some  accurate  figure. 
Of  course  it  depends  upon  where  it  is.  The  location  has  a  good 
deal  to  do  with  it.  I  believe  in  Washington  I  could  produce  the 
same  bread  that  we  are  turning  out  in  the  Army  bakeries  commerci- 
ally for  4  cents,  but  I  am  not  positive  of  that. 

The  Chairman.  Is  there  anything  else.  Colonel,  that  you  have 
in  mind  that  would  be  of  interest  to  us? 

Lieutenant  Colonel  Coleman.  Nothing  else.  Senator,  except  that 
I  am  interested  in  the  proposition  and  have  always  been  interested 
in  it,  I  have  always  been  interested  in  farm  work.  I  was  raised 
on  a  farm  myself,  and  I  have  never  gotten  away  from  it. 

In  the  so-called  eat-more-wheat  advertising  campaign  tliat  they 
had  for  the  last  six  months  or  more  with  the  idea  of  increasing  the 
consumption  of  farm  products,  particularly  wheat,  it  seems  to  me 
if  they  would  make  the  products  of  wheat  and  corn  a  little  more 
attractive  there  is  big  room  for  improvement  with  a  consequent 
relief  of  what  they  complain  of  now. 

As  an  illustration  of  that,  there  was  an  Army  officer  told  me  yes- 
terday—he  happened  to  be  sitting  at  my  desk  when  Mrs.  Talbert 
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called:  "Sometime  ago  I  got  to  know  the  mess  sergeant  in  my  com- 
pany, which  consists  of  150  men  " 

The  Chairman.  That  is  what  this  officer  told  you  I 

Lieutenant  Colonel  Coleman.  Yes,  sir;  he  said,  "I  went  down  to 
the  company  for  supper  and  the  cook  and  mess  sergeant  had  made 
up  about  a  1,000  rolls,  and  I  said  to  him  '  Sergeant,  what  in  the 
world  are  you  going  to  do  with  all  that  for  supper  ? '  He  says, 
*  Captain,  they  are  going  to  eat  it  all.'  He  said,  '  I  don't  believe  it. 
Do  you  mean  to  say  that  they  are  going  to  eat  about  10  of  those  rolls 
apiece?'  He  said,  'To  verify  it,  I  went  back  there  after  sui)per 
and  they  had  eaten  them  all  up.  There  was  not  a  roll  left.  The 
next  day,'  he  said  '  I  Avas  in  the  kitchen  and  they  were  making 
doughnuts,  and  I  asked  the  sergeant,  in  view  of  what  had  happened 
the  night  before,  how  many  doughnuts  lie  was  going  to  make.  He 
said,  '  1,200.'  l^Hien  I  went  back  home  I  told  my  wife  that  they 
had  doughnuts  in  the  company  for  supper,  and  she  said,  '  I  wish 
you  would  go  down  and  get  some  and  bring  them  home.  I  am  very 
fond  of  doughnuts  myself.'  I  went  back  to  the  company  and  supper 
was  over,  and  there  was  not  a  doughnut  left." 

The  Chairman.  This  is  still  what  this  officer  was  telling  you? 

Lieutenant  Colonel  Coleman.  Yes,  sir.  Those  are  his  words. 
During  the  war,  to  fui-ther  illustrate  how  attractive  bread  can  be 
made,  and  what  demand  can  be  made  for  it  if  a  man's  appetite  is 
properly  appealed  to,  we  had  a  very  fine  baker,  located  at  Camp 
Dodge.  He  put  out  a  most  beautiful  product,  and  on  a  trip  in  the 
winter  of  1918,  just  about  this  time  of  a  j^ear  or  a  little  later,  the 
men  in  charge  of  the  bakery  complained  that  he  had  to  work  his  men 
ovei*time.  He  Avas  then  making  about  60,000  pounds  of  bread  per 
dav.  I  asked  him  something  about  how  much  bread  thev  wen- 
eating.  I  was  very  much  interested  in  the  matter  of  waste.  He  said, 
"  It  is  not  being  wasted  at  all.''  He  said  he  watched  that.  But  he 
said,  "  They  have  got  two  regiments  of  darkies  up  here  that  eat 
alx)ut  3  pounds  of  bread  per  day  per  man."  I  said,  '"How  do  they 
do  it  ?  "  and  I  told  him  I  would  like  to  see.  So  I  went  up  into  one 
of  the  regiments  and  happened  to  strike  the  regimental  commander, 
and  told  him  that  I  Avanted  to  inquire  about  the  matter  of  waste. 
So  he  called  up  one  of  the  mess  sergeants  and  inquired  of  him  the 
amount  of  bread  they  were  consuming  per  man,  and  he  said,  "  Yes, 
sir:  I  have  never  seen  a  nigger  eat  so  much  bread  in  my  life — ^l>read 
and  cakes.    They  waste  nothing." 

That  I  simply  mention  to  show  how  consumption  can  be  increased 
if  you  make  it  attractive. 

The  Chairman.  The  consumption  of  bread  would  increase,  but  if 
you  succeeded  in  increasing  the  amount  of  bread  it  would  follow,  I 
presume,  that  the  consumption  of  other  products  would  decrease  in 
the  same  proportion. 

Lieutenant  Colonel  Coleman.  Butter  would  increase,  that  is  cer- 
tain. That  is  true,  though,  Senator.  I  imagine  there  would  be  some 
effect  there. 

Senator  Johnson.  Don't  you  think.  Colonel,  that  the  reason  the 
consumption  of  wheat  has  been  falling  down  comes  from  what  we 
heaid  here  the  other  dav  in  a  statement  of  one  of  the  witnesses  to 
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the  effect  that  the  people  are  eatings  so  much  oatmeal,  corn  flakes,  and 
many  other  things^ 

Lieutenant  Colonel  Coleman.  Yes,  sir;  undoubtedly  so.  There 
has  been  a  tendency  of  the  age  or  the  time  to  drink  more  milk  with 
such  things  as  breakfast  cereals,  or  something  of  that  kind.  In 
other  words,  the  method  of  living  has  somewhat  changed.  The 
cooks  we  have  these  days  do  not  have  the  time  that  they  had  in  the 
old  days  to  elaborate  on  meals.  People  eat  hurriedly.  They  get  a 
bottle  of  milk  and  a  package  of  bran  or  oatmeal  or  something  of 
that  kind  and  make  a  little  mush  and  are  satisfied  with  it.  Not  at 
every  meal,  but  usually  for  breakfast  that  is  true. 

The  Chairman.  That  is  a  good  thing,  is  it  not.  Colonel?  It  will 
increase  the  consumption  of  milk,  for  instance? 

Lieutenant  Colonel  Coleman.  Yes,  sir.  I  think  it  is  good  for  the 
milk. 

The  Chairman.  And  it  is  good  for  the  pei*son? 

Lieutenant  Colonel  Coleman.  I  believe  so. 

Senator  Johnson.  Yes.  But,  Colonel,  of  course  in  some  restau- 
rants where  you  pay  a  good  price  for  a  meal  they  put  up  all  kinds 
of  bread,  but  is  it  not  true  that  in  some  restaurants  when  you  order 
biead  you  get  two  thin  slices  or  three,  and  you  hesitate  to  order 
another?  I  have  been  in  some  restaurants,  and  perhaps  you  have, 
and  you  would  like  to  have  another  order,  but  you  try  to  get 
through  with  what  you  get,  and  of  course  if  you  pay  so  much  for 
the  meal  they  give  you  as  little  bread  as  possible.    Is  not  that  true  ? 

Lieutenant  Colonel  Coleman.  Yes,  sir. 

Senator  Johnson.  That,  of  course,  does  not  help  the  consumption 
of  wheat  bread  ? 

Lieutenant  Colonel  Coleman.  Of  course  not. 

Senator  Ladd.  Let  me  see  if  I  have  it  clear.  Colonel.  The  actual 
cost  of  the  material  that  enters  into  a  pound  loaf  of  bread  produced 
here  in  Washington  amounts  to  how  much  per  pound  loaf? 

Lieutenant  Colonel  Coleman.  About  a  half  cent. 

Senator  Ladd.  You  mean  the  flour  and  all? 

Lieutenant  Colonel  Coleman.  Oh,  no. 

Senator  Ladd.  I  said  all  the  materials  that  enter  into  the  cost. 

The  Chairman.  He  wants  the  costs  of  the  materials  only,  now. 

Senator  Ladd.  As  you  produce  it,  I  mean. 

Lientenant  Colonel  Coleman.  The  cost  of  the  flour  on  an  average, 
that  is.  of  the  flour  that  the  Army  uses,  will  average  about  2J  cents 
a  pound.  The  other  ingredients  cost  about  one-half  cent.  Now, 
that  means  that  100  pounds  of  flour  at  $2.50  has  added  to  it  50  cents, 
making  $3  as  the  cost  of  the  ingredients.  Out  of  that  we  should  get 
140  pounds  of  bread. 

Senator  Ladd.  Or  140  one-pound  loaves. 

Lieutenant  Colonel  Coleman.  Yes;  140  one-pound  loaves. 

Senator  Ladd.  That  was  the  information  I  wanted. 

Senator  Hefltn.  How  much  do  you  get  for  the  loaf  then? 

The  Chairman.  Tb.ey  don't  sell  it. 

Lieutenant  Colonel  Coleman.  We  sell  it  at  the  actual  cost  to  the 
soldiers.  That  is,  the  actual  cost  of  the  ingredients  without  the  cost 
of  labor  or  anything  else. 

Senator  Heflin.  And  what  does  such  a  loaf  of  bread  sell  for  in  the 

market  ? 
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Lieutenant  Colonel  Coleman.  I  don't  know.    That  is  just  as  big 

and  just  as  good  as  any  loaf  that  you  get  here  in  Washington  from 

w  any  manufacturer.    We  have  different  kinds  of  bread  commercially. 

One  baker  here  makes,  I  tliink,  what  is  known  as  Bond  bread.    That 

bread  has  a  great  deal  of  milk  in  it.    We  think  our  loaf  is  just  as  good 

^  as  that. 

s  Senator  Heflin.  AYliat  does  the  loaf  sell  for? 

Lieutenant  Colonel  Coleman.  It  varies. 
Senator  Heflin.  On  the  average  here  in  Washington  ( 
Senator  Ralston.  We  went  over  that  yesterday. 
Senator  Heflin.  Wliat  was  the  statement  ? 
Senator  Kalston.  Nine  to  11  cents. 
^  Senator  Keyes.  Some  sold  at  7,  as  I  recall  it. 

^  Senator  Ralston.  Yes ;  some  sold  at  7  cents  and  some  at  11  cents. 

Senator  Heflin.  Your  statement  is  that  for  the  ingredients,  with- 
in out  including  labor,  machinery,  or  anything  else,  it  costs  4^  cents 
to  make  a  loaf? 

Lieutenant  Colonel  Coleman.  No,  sir.    I  said  I  believed  that  I  could 
produce  the  loaf  of  bread  that  we  have  in  the  Army — the  16-ounce 
j^\         loaf — with  the  recipe  that  we  use,  for  4  cents,  commercially. 
*'  Senator  Capper.  That  is  eliminating  the  item  of  labor  ? 

Lieutenant  Colonel  Coleman.  No. 
The  Chairman.  That  includes  everything? 
Lieutenant  Colonel  Coleman.  Everything. 
The  Chairman.  Overhead  cost,  labor  cost,  and  everything? 
Lieutenant  Colonel  Coleman.  I  said  I  believed  that  I  could  do  it. 
The  Chairman.  But  that  does  not  include  any  profit. 
^  Senator  Capper.  I  gather  from  your  statement  that  the  Govern- 

ment is  now  producing  bread  and  feeding  its  soldiers  at  a  less  cost 
than  possibly  ever  before,  or  as  low  as  ever  before,  while  the  public 
is  paying  about  as  high  a  price  for  bread  as  ever  before,  or  higher 
than  in  former,  years  ? 

Lieutenant  Colonel  Coleman.  Yes,  sir. 

Senator  Capper.  You  mentioned  labor  as  being  a  big  factor  in  the 

"  increased  cost.    Is  not  the  distributing  cost  a  very  big  item  in  that 

spread  as  between  the  Army  cost  of  bread  and  the  price  to  the  public  ? 

Lieutenant  Colonel  Coleman.  Undoubtedly  so. 

Senator  Capper.  Have  you  any  suggestion  or  any  idea  as  to  how 

the  system  of  distribution  in  this  country,  the  marketing  system  in 

this  country,  so  far  as  it  affects  bread  as  aii  item  of  the  cost  of  living, 

^  can  be  simplified  and  made  more  economic?     Apparently,  now,  it 

^  costs  almost  as  much  to  deliver  it  as  it  does  to  produce  it.    Have  you 

any  ideas  on  that  question? 

Lieutenant  Colonel  Coleman.  None  other  than  I  realize  that  at 
the  present  stage  the  cost  of  transportation  is  a  good  deal  more  than 
it  used  to  be,  both  rail  and  animal  and  motor  transportation  cost  per 
mile  to  operate.  If  the  people  would  make  up  their  minds  to  haul 
their  own  bread,  so  to  speak,  go  after  it,  the  cost  could  be  reduced. 
•  We  have  now  chain  stores  that  make  no  deliveries,  so  that  if  a  person 

felt  that  he  could  not  pay  for  transportation  he  could  do  his  own 
transporting. 

The  Chairman.  As  I  understand  it,  Colonel,  your  estimates  on 
the  cost  of  bread,  including  eveiy  thing  that  goes  into  it — labor,  over- 
head and  material — would  be  about  4  cents  for  a  16-ounce  loaf,  and 
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if  yon  were  dealing  in  it  coniniercially  you  could  sell  bread  on  the 
market  such  as  you  make  and  pay  all  those  costs  at  4  cents  and  come 
out  even,  and  if  you  sold  it  at  5  cents  you  would  make  a  profit  of  1 
cent  on  each  loaf  ? 

Lieutenant  Colonel  Coleman.  Yes,  sir:  I  think  so.  I  would  like 
to  qualify  that  by  saying  that  is  my  opinion  from  my  study  of  the 
(juestion,  but  that  is  based  on  a  cost  ot  flour  of  the  class  that  I  am 
familiar  with,  and  the  recipe  that  we  use. 

The  Chairman.  Yes,  I  understand:  you  mean  making  the  same 
kind  of  bread  that  you  now  make,  and  you  consider  that  bread  as 
good  as  any  bread  on  the  market  comnWcially  ? 

Lieutenant  Colonel  Coleman.  Yes,  sir. 

Senator  Johnson.  Pardon  me.  Colonel.  Probably  T  misundei- 
stood  you.  When  you  mentioned  the  price  of  flour  "did  you  say  2 
cents  a  pound  that  you  paid  for  flour? 

Lieutenant  Colonel  Coleman.  I  said  that  at  Fort  Riley,  Kans., 
which  is  the  center  of  the  wheat-producing  territory,  flour  would 
cost  about  2  cents  now. 

Senator  Johnson.  That  would  be  $2  a  hundred.  Is  that  what 
vou  mean? 

Lieutenant  Colonel  Coleman.  Yes,  sir:  $2  a  hundred  or  $4  a 
barrel. 

Senator  Johnson.  Do  you  mean  at  the  present  time  or  some  time 
ago? 

Lieutenant  Colonel  Coleman.  AVell,  I  w^ll  qualify  that  by  saying 
T  think  flour  has  gone  up  somewhat  since  I  had  those  figures,  but  we 
bought  flour  this  season  f.  o.  b.  Fort  Riley  for  1.9  cents  a  pound. 

Senator  Johnson.  Well,  that  is  a  surprise  to  me,  because  in 
Minnesota,  where  we  live,  right  in  the  shadow  of  the  big  flour  mills, 
we  have  to  pay  for  a  hundred-pound  sack  of  flour,  Occident  flour, 
between  $4  and  $5. 

Lieutenant  Colonel  Coleman.  Occident  is  a  very  high-class  flour. 

Senator  Johnson.  Oh,  yes,  that  is  the  best  there  is.  I  am  told 
they  can  buy  it  cheaper  in  Washington  on  Pennsylvania  Avenue 
here  than  I  buy  it  out  there,  but  anyway  I  know  the  very  kind  of 
flour  you  buy,  you  buy  it  cheaper  because  you  get  a  lower  grade  of 
flour  or  because  you  buy  it  in  such  big  quantities  so  you  get  rebates? 

Lieutenant  Colonel  Coleman.  No:  there  is  no  such  thing  as  a 
i-ebate.  Senator.  We  buy  flour  by  advertising  under  specifications 
as  to  what  it  shall  be. 

Senator  Johnson.  Yes. 

Lieutenant  Colonel  Cc^lej^ian.  To  be  delivered  in  cotton  sacks 
of  100  pounds. 

Senator  Johnson.  Do  you  remember  what  mills  you  bought  fronL 
wluit  company  you  bought  from  when  you  got  it  that  cheap? 

Lieutenant  Colonel  Coleman.  Yes,  sir.  The  Consolidated  Flour 
Mills  at  Hutchinson,  Kans.  That  is  right  in  the  heart  of  the  wheat 
belt. 

Senator  Johnson.  That  is  winter  wheat  ? 

Lieutenant  Colonel  Coleman.  That  is  w^inter  wheat:  yer  sir. 

Senator  Johnson.  Yes:  but  they  had  to  get  wheat  from  North 
Dakota  to  mix  with  that  wheat,  didn't  they,  to  get  the  right  kind 
of  flour? 

Lieutenant  Colonel  Coleman.  No,  sir. 
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Senator  Johnson.  You  are  using  all  winter  wheat  ? 
Lieutenant  Colonel  Coleman.  Yes;  but  that  is  hard  wheat. 
Senator  Johnson.  Yes;  I  understand  it  is.     It  has  not  got  the 
gluten  in  it  that  it  has  in  North  Dakota,  but  you  are  using  that 
anyway  ? 

Lieutenant  Colonel  Coleman.  It  has  plenty  of  gluten  for  our 
uses. 

Senator  Johnson.  It  has? 

Lieutenant  Colonel  Coleman.  It  will  run  from  12  to  14  per  cent 
gluten. 

Senator  Johnson.  Do  you  believe  that  the  people  of  the  big 
cities  of  Kansas,  or  even  in  Washington  here,  would  be  satisfied 
with  that  kind  of  bread  manufactured  from  that  kind  of  flour? 
Would  they  be  satisfied? 

Lieutenant  Colonel  Coleman.  I  think  they  would  be  satisfied 
with  that  bread;  yes,  sir. 

Senator  Johnson.  I  know  that  there  are  many  housew^ives,  several 
that  I  tried  to  put  on  record,  who,  if  you  buy  a  sack  of  flour,  for 
instance,  of  any  other  make  than  the  Minneapolis,  the  best  flour, 
they  will  notice  right  away  that  it  does  not  knead  as  well,  and  they 
can  not  work  it  into  a  loaf  of  bread  as  easy  as  the  best  flour.  That 
is  the  reason  they  demand  the  best  flour,  and  the  reason  whv  the 
small  flour  men  are  being  put  out  of  business,  because  they  can  not 
manufacture  flour  to  compete  with  the  best  flour  on  the  market. 
What  is  your  experience? 

Lieutenant  Colonel   Coleman.  Well,  they  object  if  they  find  a 
flour  too  strong,  and  that  is  what  you  are  complaining  of. 
Senator  Johnson.  Yes. 

Lieutenant  Colonel  Coleman.  They  blend  it  with  a  soft  wheat, 
what  is  known  as  winter  wheat,  raised  in  lower  altitudes. 

Senator  Johnson.  What  I  am  driving  at  is  this.  I  want  to 
know,  because  I  am  suspicious  now  that  the  Army  got  flour  too  cheap, 
and  tlien  the  flour  mill  company  put  it  over  on  us,  because  we  have 
to  pay  so  much  more.  That  is  that  "  Pittsburgh-plus  "  coming  in 
right  there  on  wheat  instead  of  iron.  Is  there  any  danger  of  that  ? 
What  do  you  think  about  it  ? 

Senator  Ladd.  Is  there  not  one  difference  between  you  two?  As 
T  understand  it,  the  colonel  is  speaking  of  straight  flour  and  you  are 
speaking  probably  of  patent  flour. 

Senator  Johnson.  Yes:  I  am.  But  I  am  trying  to  find  out  what 
kind  of  bread  he  got  out  of  tliat  straight  flour. 

Senator  Ladd.  I  asked  him  the  (|uestion  if  the  straight  flour  in 
his  judgment  was  wliat  tlie  average  baker  used,  and  if  lundersiood 
him  correctly,  lie  said  lie  thought  it  was. 
Lieutenant  Colonel  Coleman.  Yes. 

Senator  Ladd.  The  average  baker,  as  I  see  it,  does  not  use  patent 
floiii"  that  you  and  1  may  use  in  our  homes  as  a  rule. 

Senator  Johnson.  Yes:  I  see.  That  brings  up  another  situation, 
that  if  these  big  manufacturing  and  baking  concerns  are  buying 
straight  flour,  and  if  they  get  it  cheap,  why  is  it  that  we,  w^hen  we 
order  a  sack  of  flour,  have  to  pay  an  enormous  price  for  it  if  it  is. 
tiie  same  kind  of  flour?  I  probably  am  mistaken  on  this,  but  that  is 
what  I  want  to  iret  out  of  the  witness. 
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The  Chairman.  1  suppose.  Senator,  one  reason  for  that  is  that 
when  the  colonel  buys  his  flour  it  is  in  very  large  quantities,  and 
you  buy  a  sack  at  a  time;  but  the  baker  likewise  buys  his  flour 
in  the  same  large  quantities  that  the  colonel  does,  so  he  has  the 
same  advantage  that  the  Army  does.  We  can  not  expect  to  buy 
our  flour  a  sack  at  a  time  at  the  same  price  and  at  the  same  rate  it 
could  be  bought  in  carloads. 

Senator  Johnson.  We  expect  that,  but  I  don't  want  to  see  the 
difference  that  large. 

The  Chairman.  Well,  I  wish  it  was  not  that  large,  also. 

Senator  Johnson.  I  think  that  is  too  much. 

The  Chairman.  Maybe  it  is. 

Senator  Johnson.  I  think  it  is. 

Senator  Ralston.  Colonel,  after  baking,  how  long  is  the  loaf  of 
bread  fit  for  use? 

Lieutenant  Colonel  Coleman.  Senator,  that  depends  somewhat  on 
the  ingredients  that  go  into  the  bread,  as  well  as  the  flour  of  which 
it  is  made.     Ordinarily,  24  hours. 

Senator  Ralston.  Yesterday,  on  a  witness  giving  the  difference 
between  the  cost  of  a  loaf  of  bread  in  France  and  a  loaf  of  bread  in 
this  country,  a  Senator  suggested  that  bread  was  on  the  free  list. 
It  would  be  rather  difficult  for  a  French  baker  to  compete  with  an 
American  baker  in  the  sale  of  bread  if  he  had  to  ship  it  over  here, 
would  it  not? 

Lieutenant  Colonel  Coleman.  Yes.  it  would. 

Senator  Ralston.  It  would  not  be  fit  for  use,  would  it? 

Lieutenant  Colonel  Coleman.  I  don't  think  so. 

Senator  Ralston.  Wliat  I  am  getting  at  is  this :  The  tariff  would 
not  have  any  effect  on  it. 

Lieutenant  Colonel  Coleman.  Tliat  is,  you  mean  the  commercial 
loaf  of  bread  we  are  speaking  of? 

Senator  Ralston.  Yes. 

Lieutenant  Colonel  Coleman.  No,  it  would  not. 

The  Chairman.  We  are  very  much  obliged  to  you  Colonel. 

STATEMENT  OF  SENATOR  SMITH  W.  BROOKHART,  OF  IOWA. 

The  Chairman.  We  will  be  very  glad  to  hear  you  now.  Senator 
Brookhart. 

Senator  Brookhart.  Mr.  Chairman,  the  matters  I  wanted  to 
discuss  were  related  to  the  cooperative  system  that  many  of  the 
farmer  propositions  are  organized  under.  I  have  examined  the 
Norris-Sinclair  bill  and  also  the  McNary-Haugen  bill  that  was 
introduced  yesterday. 

The  Chairman.  The  McNary  bill  I  have  not  seen  or  heard  about 
except  in  a  very  indirect  way.  That  is  the  Administration  bill, 
as  I  understand  it. 

Senator  Brookhart.  Well,  it  is  very  different  from  the  President's 
message. 

The  Chairman.  Well,  do  vou  know?  Is  that  intended  as  a  sub- 
stitute,  or  in  place  of  the  bill  that  we  are  considering? 

Senator  Brookhart.  I  do  not  know  about  that.  I  have  not 
learned. 
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Senator  Johnson.  I  believe  I  can  give  the  chairman  the  in- 
formation. I  am  told  that  it  is,  that  it  was  drawn  under  the 
direction  of  the  Secretary  of  Agriculture. 

Senator  Brookhart.  That  is  my  information,  but  however  that 
may  be,  whoever  it  is  does  not  make  any  difference. 

The  Chairman.  Oh,  no,  but  I  wanted  to  find  out  what  the  facts 
were.  Senator  McNary  is  a  member  of  this  committee  but  he  is 
not  here,  and  I  have  not  seen  him  since  he  introduced  the  bill. 

Senator  Brookhart.  The  Senator  knew  but  little  about  the  bill 
himself.  I  have  talked  with  him  about  it,  and  he  had  not  examined 
it  carefully.     He  had  read  the  bill  through. 

The  Norris  bill  proposes  a  complete  svstem.  Of  course,  it  is  a  gov- 
ernmental system,  not  cooperative,  but  is  quite  well  financed  and 
therefore,  has  the  elements  that  might  make  it  permanent.  The  Mc- 
Nary bill  purports  only  to  be  an  emergency  affair,  and  I  will  be 
very  strongly  opposed  to  it  in  tliat  form.  We  have  had  quite  enouorh 
emergencies,  as  I  see  it.  Tlie  time  lias  come  when  we  must  ])erimi- 
nently  solve  this  agricultural  problem  from  a  business  standpoint 
My  own  feeling  is  that  the  permanent  solution  is  the  cooperative 
control  by  the  farmers  themselves  in  a  general  wav,  not  in  every  de- 
tail, but  in  a  general  way,  as  farmers  are  controlling  their  affairs  in 
Denmark.  There  they  have  cooperative  organizations  in  the  various 
commodities,  but  they  are  also  federated  together  in  a  financing  sys- 
tem. The  great  defect  in  all  cooperative  movements  in  AmerTca*  is 
that  they  provide  no  cooperative  financing  svstem.  By  "  system  "  I 
not  only  mean  banks  of  deposit  but  reserve  banks,  a  coniplete  financ- 
ing system. 

There  is  no  difference  in  the  producers'  and  the  consumei-s'  coop- 
erative. Those  who  make  that  argument  do  not  understand  the  prin- 
ciple of  cooperation  or  else  tliey  are  doing  it  for  a  purpose.  The 
principles  are  exactly  the  same.^md  if  provision  were  made  in  the 
Norris  bill  to  change  it  ultimately  to  cooperation  it  can  be  very 
easily  done  by  permitting  the  producers'  and  consumers'  cooperatives 
to  become  members  of  this  corporation  on  subscription  of  a  certain 
l^ercentage  of  cooperative  stock. 

Now,  what  is  this  cooperative  stock,  and  what  is  cooi:)eration  as 
distinguished  from  other  business  ?  Three  little  bits  of  simple  propo- 
sitions tell  the  whole  story,  however  complex  the  cooperative,  because 
it  is  reducible  at  once  to  these  three  little  principles.  It  is  this :  One 
man,  one  vote.    Capital  does  not  fit  in  the  cooperative  enterprise. 

Second,  the  earnings  of  capital  are  limited.  The  usual  rule  is 
that  they  shall  not  exceed  the  legal  rate  of  interest.  In  Great 
Britain  the  earnings  of  capital  are  5  per  cent.  The  earnings  of 
capital  in  other  businesses  outside  of  cooperative  business  in  Great 
Britain  are  less  than  they  are  in  cooperative  business.  That  is  be- 
cause the  cooperative  has  proven  more  efficient  when  developed  than 
competitive  business  and  it  has  forced  competitive  business  to  narrow 
the  spread  between  the  producer  and  consumer  and  reduce  the 
profits  of  capital  in  competitive  business  even  lower  than  it  is  in  the 
interest  return  of  the  cooperative  business,  and  about,  as  I  have  the 
figures,  something  like  35  per  cent  of  the  manufacturing  and  mer- 
chandising of  Great  Britain  is  now  in  the  cooperative  business 
They  are  the  biggest  institutions  in  the  world.     I  found  nothino- 
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anywhere  equal  to  the  C.  W.  S.— Cooperative  Wholesale  Society — 
at  Mancliester.  In  every  one  of  these  cooperative  organizations  in 
Kurope,  wliere  they  liave  been  a  permanent  success,  where  it  is  on 
anytliing  like  a  permanent  basis,  it  has  its  own  cooperative  banking 
system  or  ciedit  system  to  sustain  it.  It  receives  deposits  and  does 
everything  tliat  a  bank  does,  and  then  it  has  the  overhead  or  reserve 
bank  also  in  its  control. 

Xow.  who  compose  the  membership  of  these  organizations?    I  did 
not  finish,  I  believe,  my  three  ])rinci])Ies. 

The  CuAiH.uAx.  So;  you  did  not  give  us  the  third  one. 
Senator  Bkookhaht.  Let  us  get  that  third  one  in  and  then  we  will* 
have  them  all. 

The  third  one  is  that  the  earnings  of  the  enterprise  over  and  above- 
this  fixed  capital  return  are  distributed  back  to  the  producers  and 
consumers  in  proportion  to  the  amount  of  business  they  do  with  the 
enterprise.  That  is,  in  the  bank  the  producers  and  consumers  are- 
the  depositors  and  the  borrowers,  and  if  we  fix  6  per  cent  as  the  re- 
turn that  the  capital  invested  in  the  bank  will  get.  the  net  earnings 
over  and  above  that  is  distributed  back  to  the  depositors  and  bor- 
rowers in  proportion  to  the  amount  of  business  thev  do  with  the 
enterprise,  except  what  may  be  set  aside  for  reserve  or  surplus. 

Now,  this  all  started  with  a  little  store,  and  the  hardest  thing  to- 
start  with  and  to  make  a  success  of  it  is  the  little  store.     The  great 
system  started  with  a  store  at  Rochdale,  England,  and  tinallv  it  suc- 
ceeded after  going  through  numy  hardships.     Then   another  store 
in   the  neighborhood,  seeing   its  success,  started.     Finally,  several 
hundred  of  those  stores  started.     Then  they  met  together  in  a  federa- 
tion and  established  a  wholesale,  and  the  principles  of  that  were  ex- 
actly the  same  as  the  stores.     The  stores  took  all  the  stock'  in  the 
wholesale.     The  stock  did  not  vote.     The  stores  voted  in  i)roportion 
to  their  memberships.     The  earnings  of  capital  of  the  wholesale 
were  limited  the  same  as  they  were  in  the  stores.     Of  course,  in  all 
these  enterprises  they  reserve  about  25  per  cent  of  the  net  eainings 
and  keep  it   in  the  business.     That  is  not  distributed  to  anybody. 
That   is  foi-  growth  and   development.     About  75  per  cent  of  the 
earnings   are   distributed  back   under  this   third   principle,   to  the 
stores,  in  case  of  the  wholesale,  in  proportion  to  the  amount  of  busi- 
ness the  stores  do  with  the  wholesale.     Then  the  stores,  of  course, 
distribute  that  profit  on  down  to  their  members.     The  whole  sys- 
tem from  top  to  bottom  finally  works  in  favor  of  the   individual 
membership,  which  has  reached  four  and  a  half  million  heads  of 
families  in  Great  Britain  at  this  time. 

In  the  banking  department  the  principle  is  not  any  different. 
The  institutions  have  the  right  to  receive  deposits,  and  the}'  have 
a  right  then  to  redeposit  them  up  in  the  banking  department  of  the 
wholesale,  which  becomes  the  great  reserve  bank  and  last  year  had 
a  turnover  amounting  to  two  and  a  half  billion  dollars.  It  is  one 
of  the  great  banks  of  Europe. 

Denmark  got  along  with  a  private  banking  system  up  until  1908, 
and  they  had  trouble  and  failures  the  same  as  we  have  had  with  co- 
operative enterprises  in  this  country.  Then  they  started  the  or- 
ganization of  their  cooperative  banking  departments,  and  to-day  the 
finest  office  l^uilding  of  the  great  city  of  Copenhagen  is  the  farmers* 
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♦cooperative  national  bank,  which  does  a  general  banking  business 
and  is  also  the  reserve  bank  of  this  system. 

I  could  go  around  everywhere  I  visited  and  tell  you  the  same  story, 
but  everywhere  I  went  where  these  cooperative  enterprises  have 
reached  anything  like  a  basis  of  permanent  success,  they  are  sus- 
tained by  their  own  cooperative  credit  s}  stems. 

Senator  Ralstox.  Right  in  that  connection.  Senator,  may  I  ask 
if  this  committee  or  this  Government  has  it  in  its  powei*  to  reduce 
all  business  to  the  cooperative  basis,  would  you  advise  it  ( 

Senator  Bkookhakt.  Yes,  if  it  had  that  power.  It  certainly  would 
be  a  big  improvement  over  what  we  have  now. 

Senator  Ralstox.  We  have  the  power  to  go  part  way. 

Senator  Brookhart.  Yes:  but.  Senator,  our  Government  has  not 
only  not  exercised  any  power  to  bring  about  cooperation,  but  has 
actually  prevented  it. 

Senator  Ralstox.  Well,  that  is  all  right,  now.  I  will  not  argjie 
that  with  you.  What  I  am  trying  to  get  at  is  Avhat  your  judgnient 
is  as  to  the  soundness  of  this  theory  that  you  suggest.  If  it  is  a 
sound  theory,  then  it  follows  that  we  ought  to  take  steps  to  do  what- 
ever is  necessary  to  inaugurate  in  this  country,  not  in  part,  but  in 
whole,  the  cooperative  principle. 

Senator  Brookhart.  Right  you  are.  Senator.  That  is  exactly 
what  I  think. 

Senator  Ralstox.  Would  you  advise  that  all  business  of  this  coun- 
try, the  grocery  business,  dry-goods  business,  and  everything  should 
be  reduced  to  cooperative  enterprise? 

Senator  Brookhart.  Not  by  force  of  arms. 

Senator  Ralstox.  I  do  not  mean  to  call  out  the  Army. 

Senator  Brookhart.  But  by  giving  permissive  laws  and  credit 
laws  and  everything  that  could  be  used. 

The  Chairmax.  You  would  leave  it  to  voluntary  action? 

Senator  Brookhart.  I  would  leuxe  it  to  voluntary  action,  and  this 
Xorris-Sinclair  bill   forms  a   wonderful   skeleton   around  which    it 
can  be  started,  and  I  think  there  are  the  strongest  reasons  why  the. 
Government  sliould  help  in  the  starting  of  it  in  this  big  national 
way  which  I  can  mention  if  I  have  the  time. 

Senator  Johxsox.  Senator  Brookhart,  T  want  to  know  what  you 
found  out  about  these  cooperative  concerns  that,  of  course.  I  have 
read  about.  Do  they  control  their  factories  that  they  buy  from^ 
Do  the  control  them? 

Senator  Brookhart.  Let  me  see.  I  have  here  a  detailed  descrip- 
tion of  their  factories.     [Reading :] 

The  Enjrlisli  (\)()i)erHtive  Wholesjile  Society  now  enihraces  l.i201>  societies. 
The  Scottisli  Wholesale  (oi-jranized  in  1S68)  embraces  27*j  societJe>.  The 
Irish  Agricultural  Wholesale  Society  (organized  in  1897)  is  comijosed  of  Inith 
agricultural  selling  societies  and  consumers'  societies.  The  English  and  Scot- 
tish Wholesalers  haye  .$] 2(),(X)0.000  ca])ital,  did  a  business  in  1920  of  SCiT-l.- 
000.000.  and  have  48,(X>0  eiiiplo.v^^s.  In  1921  and  1922  the  turnover  showe<l 
a  decrease  on  account  of  falling  prices  and  unemployment. 

The  English  T.  W.  S.  has  116  factories  and  productive  industries.  An  idea 
of  the  extent  of  production  may  l>e  had  from  the  following  list  of  manufac- 
turing enterprises. 

There  is  more  than  a  whole  page  in  that  list  of  factories.  They 
are  all  big  factories.  They  have  the  largest  flour  mills  in  Great 
Britain.     There  are  11  flour  mills  operated  by  the  C.  W.  S.     They 
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have  tlie  largest  automobile  factory  in  Great  Britain.  They  make 
4,000,000  pairs  of  slioes  a  year.  They  have  their  own  coal  mines. 
They  have  their  own  ships,  and  this  banking  department,  as  1  have 
already  said,  had  a  turnover  of  two  and  a  half  billion  dollars. 

Senator  Johnson.  In  that  respect  did  the  English  Government 
assist  them? 

Senator  Brookhart.  The  English  Government  has  for  the  most 
part  been  hostile  to  it.  This  new  Government,  Kamsay  McDonald, 
will  be  the  first  friendly  Government  they  have  ever  had.  They  have 
been  given  permission,  however,  to  go  ahead. 

Senator  Johnson.  Are  you  familiar  witli  what  attitude  the 
Governnient  of  Canada  took  toward  the  United  Grain  Growers  in 
tliat  section  that  has  been  so  successful  ? 

Senator  Brookhart.  Very  friendly,  and  the  Canadian  Govern- 
ment has  encouraged  cooperative  movements.  So  has  the  Austrailian 
Government,  and  so  has  the  New  Zealand  Government,  and  all  of 
the  English  Governments  have  been  helping  cooperation  more  than 
the  Government  of  Great  Britain  itself. 

The  Chairman.  What  about  Denmark  in  that  respect  ?  The  Gov- 
ernment assisted  the  cooperatives,  did  they  not? 

Senator  Brookhart.  The  Government  of  Denmark  is  in  the  hands 
of  the  farmers.  They  elect  the  Parliament  and  they  control  the 
cabinet  and  ministry.  They  have  always  had  sympathetic  help 
from  their  Government  and  their  growth  and  development  on  that 
account  has  been  much  more  rapid  than  it  was  in  Great  Britain. 
Xearly  everything  is  organized  cooperatively  among  the  farmers  of 
Denmark.  In  fact,  I  thought  it  was  the  only  country  in  the  world 
where  the  farmers  were  getting  something  like  a  square  deal.  They 
have  cooperative  creameries  and  egg  houses.  They  have  46  cooper- 
ative packing  houses.  I  visited  some  of  those.  They  are  the  most 
efficient  packing  plants  in  the  world,  except  some  over  in  Ireland,  and 
their  products  are  worth  an  average  of  6  per  cent  a  pound  more  on 
the  market  in  England  than  the  products  of  the  United  States, 
largely  because  they  are  better  prepared  and  more  efficiently  handled. 

The  Chairman.  These  packing  houses  you  speak  of — are  they  in 
the  meat  business  ? 

Senator  Brookhart.  They  are  packing  pork  arid  beef  and  every- 
thing that  any  packing  house  packs.  I  visited  tlie  largest  one,  which 
has  an  investment  of  about  $500,000,  controlled  by  the  farmers,  op- 
erated by  the  farmers,  and  they  are  trained  and  expert  in  their 
duties.  The  managers  of  their  plants  are  as  efficient  as  they  can  be 
and  well  trained  in  every  way. 

The  Chairman.  There  is  one  thing  right  there  I  want  to  ask  you 
about.  Senator.  It  is  always  claimed  in  this  country  that  in  order 
to  get  anything  of  that  kind  we  must  pay  immense  salaries  like 
those  that  are  paid  in  private  business.  What  about  the  salaries  of 
those  cooperative  managers  who  have  responsibility  for  the  success- 
ful operation  of  those  plants? 

Senator  Brookhart.  I  met  Mr.  Robert  Stuart  at  the  Glasgow  con- 
vention. He  presided  over  the  convention.  He  is  manager  of  the 
Scottish  Wholesale  Society,  which  is  a  bigger  institution  than  any 
privately  owned  wholesale  organization  in  all  the  world.  His  salary 
is  £500  a  vear. 


\^ 


s\ 


purchase  and  sale  of  farm  products. 


221 


The  Chairman.  Reduced  to  our  money,  that  is  how  much? 
Senator  Brookhart.  About  $2,500.    Perhaps  $4,000  in  purchasing 

power. 

I  went  down  to  Manchester  and  I  met  Mr.  Thorpe,  the  manager 
of  that  great  wholesale  society,  three  and  a  half  times  as  big  as 
the  one  at  Glasgow.  The  manager  of  all  those  116  factories — there 
are  nearly  130  of  those  factories  now;  that  book  is  not  quite  up  to 
date.  All  those  factories  come  under  his  management.  He  has  all 
the  duties  that  any  manager  has,  more  than  any  other  man  in  the 
world,  and  many  more  than  any  man  in  this  country.  He  is  a  type 
of  business  man  equal  to  any  business  man  in  this  world.  I  have  not 
met  his  equal  am^where.  He  is  proud  of  his  achievements,  proud 
of  his  work.  He  would  not  change  places  with  any  business  man  in 
this  world,  because  he  feels  that  he  has  accomplished  something  in 
the  economic  solution  of  the  affairs  of  the  world,  and-  his  salar^^  is 
£850,  probably  less  than  $6,000  in  purchasing  power. 

Senator  Ralston.  Take  a  town  in  which  there  are  persons  engaged 
in  the  same  industry  ?     Are  they  all  under  one  management  ? 

Senator  Brookhart.  Yes.  Go  into  Manchester  and  thev  liave 
many  stores.  Each  store  has  its  individual  manager,  you  understand, 
but  they  are  all  members  of  this  wholesale. 

Senator  Ralston.  Take  a  country  where  the  stoi'es  are  spread  out 
through  the  country.     Are  they  all  under  one  management  ? 

Senator  Brookhart.  They  are  all  in  this  one  wholesale.  There 
are  1,200  societies,  and  some  of  those  societies  have  as  man}'  as  300 
stores  in  one  society. 

Senator  Ralston.  There  may  be  two  societies,  then,  engaged  in  the 
same  line  of  industry — two  or  more  ? 

Senator  Brookhart.  No;  there  would  not  be  any  competition. 

Senator  Ralston.  That  is  what  I  wanted  to  gt»t  at.  Is  the  element 
of  competition  absolutely  eliminated? 

Senator  Brookhart.  It  is  entirelv  eliminated.  You  go  into  that 
wholesale  and  see  the  buyers  come  in  there,  and  it  is  a  wonderful 
thing. 

Senator  Johnson.  Senator  Brookhart,  what  connection  had  the 
farmers  in  England  with  this  cooperative  wholesale  society  ? 

Senator  Brookhart.  Well;  I  went  to  the  farmers  first  when  I 
landed  in  London  and  I  found  the  farmers  cooperative  just  begin- 
ning in  England.  At  that  time  they  had  a  commission  in  Denmark 
studying  cooperation  amongst  the  Danes,  and  when  I  got  over  to 
Denmark  I  found  that  40  years  before  the  Danes  had  sent  a  com- 
mission to  England  to  learn  cooperation  from  the  English  laborers, 
and  it  is  just  going  around  the  circle,  and  the  farmer  is  just  coming 
to  the  cooperative  in  England  now. 

Senator  Ralston.  There  is  another  thing  I  wanted  to  ask  you. 
I  was  not  quite  through  yet. 

Senator  Brookhart.  Yes;  I  thought  so. 

Senator  Ralston.  You  take  two  stores  in  this  system,  one  located 
in  a  section  of  the  country  where  labor  and  material  can  be  had  at  a 
nmch  lower  rate  than  at  some  other  point  in  the  same  country  wheve 
there  is  another  store,  don't  those  two  stores  make  a  difference  in  tlie 
price  ? 

Senator  Brookhart.  Oh,  yes. 
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Senator  Kalstox.  Do  they  make  a  diflVreiK-e  in  tlie  \n'k'*\  or  do 
they  distribute  that  extra  cost  among-  themselves  and  fix  the  price 
of  the  article  the  same  in  different  sections  of  the  country? 

Senator  Brookhart.  No.  They  consider  all  the  normal  rules  of 
price  fixing.  They  don't  make  arbitrary  prices.  The  cost  of  pro- 
duction is  figured  up  and  very  ac<3urately  figured  up. 

The  Department  of  Commerce  has  assisted  me  in  all  these  investi- 
gations. Mr.  Hoover's  representative  in  Europe  told  me  the  mosi 
accurate  information  they  got  was  from  the  cooperatives. 

The  Chairman.  As  I  understand  it,  carrying  that  (juestion  just 
a  little  further,  these  retail  stores  are  in  con\petition  with  other 
stores  not  in  the  society? 

Senator  Brookhart.  Oh,  yes ;  all  the  time. 

The  Chairman.  And  they  do  business  just  the  same  as  com- 
petitive stores? 

Senator  Brookhart.  Yes,  sir. 

The  CHAHi:^iAN.  They  don't  try  to  undersell  them:  they  get  their 
benefit  bv  the  redistribution  of  tlie  profits  that  eventually  come  back 
to  the  fellows  that  do  business  with  the  stores? 

Senator  Brookhart.  One  of  their  principles  of  transactmg  busi- 
ness is  that  they  will  sell  at  the  current  market  price.  Now,  Senator, 
if  you  have  complete  cooperation,  such  as  Senator  Ralston  suggested 
a  while  ago,  that  rule  would  not  obtain.  Then  the  cost  of  produc- 
tion would  have  to  displace  it,  l)ecause  there  would  be  no  current 

nuirket  price  about  it.  .       i.  •     n 

Senator  Capper.  Is  tlie  Rochdale  system  the  basis  of  practically 

all  the  cooperatives'? 

Senator  Brookhaht.  Tn  all  of  the  15  countries  I  visited  I  saw  no 
difference  in  the  cooperative  idea  as  developed;  that  is,  in  principle; 
they  would  differ  in  detail,  but  the  principle  is  the  same  everywhere. 

Senator  Johnson.  We  tried  their  Rochdale  system  in  this  country. 
We  had  it  in  several  States,  and  it  went  to  pieces.  We  tried  it  abso- 
lutely on  the  same  plan. 

Senator  Brookhart.  I  will  have  to  slightly  contradict  you.  Sena- 
tor, because  I  think  it  has  never  been  tried  on  its  real  merits  in  this 

country. 

The  Chairman.  I  am  sorry  that  Senator  eTohnson  went  out.  1 
wish  lie  had  remained  here  to  hear  that. 

Senator  Ladd.  It  is  true  that  in  Denmark  the  cooperatives  had  the 
same  kind  of  difficulty  as  we  have  had  until  the  farmers  got  control 
of  the  Government  themselves  ? 

Senator  Brookhart.  Until  they  got  control  of  the  Government 
and  control  of  finance. 

Senator  Ladd.  That  is  what  they  informed  me  over  there,  that 
it  took  30  years  to  educate  the  public  and  to  frame  laws  that  were 
satisfactory. 

Senator  Brookhart.  That  is  quite  true. 

Senator  Capper.  Control  of  finance  is  probably  the  keynote. 

Senator  Brookhart.  It  is  the  keynote.  Senator.  We  are  in  a  situ- 
ation of  financial  slavery  in  the  United  States.  We  can  not  organize 
a  cooperative  bank  if  we  want  to.  These  so-called  cooperative  banks 
are  not  cooperative.  They  are  corporations  operated  under  coopera- 
tive by-la  w^s. 
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I  want  to  quote  to  you  some  authority  on  this.  This  is  Myron  T. 
Herrick,  who  is  one  of  the  biggest  bankers  of  the  United  States. 
He  says,  on  interest: 

But  the  figures  have  grown  rapidly  within  the  last  20  years  and  show 
that  the  debt  is  increasing  at  an  accelerating  rate  and  that  farmers  are 
paying  a  higher  rate  of  interest  than  is  justified  by  the  securities  which  they 
can  offer. 

Then  he  says: 

Furthermore,  the  shortest  period  needed  for  agriculture  is  too  long  for  the 
banks,  and  so  the  90-day  paper  of  the  merchant  gets  the  preference  over  the 
six  months  or  one  year  paper  of  the  farmer.  As  a  result,  the  major  portion 
of  the  farmers'  credit  is  not  bankable  under  the  present  system,  and  only  a 
comparatively  small  amount  of  their  paper  reaches  the  outside  world.  Con- 
sequently, when  they  wish  to  realize  upon  their  credit  to  its  fullest  extent, 
the  farmers  must  pay  a  premium  for  the  risk  incurred  besides  the  highest 
interest  charged  in  their  immediate  vicinity.  A  new  system  to  be  added  to  the 
old  is  necessary  to  rectify  this  trouble  also,  in  spite  of  powers  recently  granted 
to  national  banks  by  the  Federal  reserve  act  of  1913. 

The  Chairman.  Senator  Johnson  made  a  statement  just  as  he  left 
the  room.  I  wish  for  the  record  you  would  tell  the  committee  what 
you  have  to  say  with  regard  to  the  claim  that  the  Rochdale  system 
was  tried  here  and  was  a  failure. 

Senator  Brookhart.  The  Rochdale  system  has  only  been  tried 
piecemeal  in  certain  integral  parts  in  this  country.  It  has  never 
been  tried  as  a  completed  system  with  its  cooperative  credit  system. 
Like  the  early  history  of  Rochdale  in  Great  Britain,  it  failed  here 
up  to  date  in  a  great  many  instances.  But  if  the  farmers  will  or- 
ganize and  labor  will  organize  a  cooperative  credit  system,  and  then, 
with  that  as  a  basis,  develop  these  other  enterprises,  properly  financed 
and  efficiently  managed,  there  is  no  reason  why  it  should  not  have 
greater  success  here  than  in  any  other  countiy  in  the  world. 

The  Chairman.  I  would  like  to  ask  you  another  question.  Senator, 
on  this  bill  which  we  have  under  consideration.  It  really  was  in- 
tended, or  at  least  I  have  always  had  the  idea  in  mind,  but  for  various 
reasons  I  thought  it  best  not  to  put  it  in  the  bill,  that  ultimately,  if 
the  bill  were  enacted  into  law  in  corporation  fonn,  we  will  be  able 
to  amend  it  so  as  to  in  effect  turn  it  over  to  cooperative  organiza- 
tions, and  in  the  end  let  them  have  it  entirely.  Now,  have  you  any 
suggestions?  I  judge  from  what  you  have  said  that  you  likewise 
have  that  idea  of  the  bill.  Have  you  any  suggestions  with  regard 
to  any  amendment  that  we  ought  to  put  on  it  now  ? 

Senator  Brookhart.  Well,  it  might  be  amended  so  that  coopera- 
tive organizations  could  become  members  of  it  by  subscribing  capital, 
so  that  in  that  way  they  might  ultimately  absorb  it,  and  that  would 
increase  the  capital,  and  then  when  they  have  subscribed  enough 
capital  and  it  is  paid  in,  they  can  take  control  of  it. 

The  Chairman.  I  don't  know  but  that  would  scare  certain  fellows 
away  from  it  if  we  tried  to  do  that  now. 

Senator  Brookhart.  That  might  be  true,  but  that  is  sound  in 
theory. 

The  Chairman.  Yes;  I  agree  with  that.  I  had  that  idea  in  my 
own  mind,  tmt  I  was  afraid  to  put  it  in  the  bill,  because  there  has 
always  been  opposition  enough  to  kill  it  and  probably  may  be  again. 
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It  may  be  that  I  am  entirely  wrong,  but  they  do  object  to  anything 
like  that.    That  is  something  we  can  ultimately  come  to. 

Senator  Bkookhakt.  If  the  cooperatives,  by  subscribing  to  stock, 
could  aid  in  its  financing,  would  that  not  add  support  to  it  rather 
than  take  it  away  ? 
.    The  Chairman.  That  may  be. 

Senator  Brookhart.  That  is  worth  considering,  anyway.  I  am 
introducing  my  banking  bill  to-day,  and  it  will  probably  go  to  the 
Committee  on  Banking  and  Currency  and  they  will  get  at  that  from 
the  other  angle. 

I  would  like,  with  your  permission,  to  put  in  the  record  just  one 
chapter,  the  chapter  on  "  Cooperation  in  many  lands,"  from  "  Co- 
operative Democracy." 

The  Chairman.  All  right,  Senator.  Just  hand  it  to  the  stenog- 
rapher. 

(The  excerpt  referred  to  is  here  printed  in  full,  as  follows:) 

Cooperation  in  BIany  Lands. 

great  britain. 

Many  factors  have  contributed  to  the  success  of  British  cooperation.  The 
Rochdale  Pioneers  were  by  no  means  a  lone  and  isolated  experiment.  First 
there  were  the  many  societies  that  preceded  them  and  whose  mistakes  and 
successes  taught  them  much.  Dr.  William  King,  a  physician  of  Brighton,  from 
1828  to  1830  published  a  little  magazine,  The  Cooperator,  in  which  he  set 
forth  and  formulated  a  philosophy  of  cooperation  and  the  methods  necessary 
for  success.  If  anyone  can  be  designated  as  "the  father  of  British  co- 
operation," it  is  he.  He  said,  "  Cooperation  is  a  voluntary  act,  and  all  the 
power  in  the  world  can  not  make  it  compulsory;  nor  is  it  desirable  that  it 
should  depend  upon  any  power  but  its  own."  Robert  Owen  during  the  first 
third  of  the  nineteenth  century  did  much  to  teach  the  workers  self-help;  he 
labored  for  the  abolition  of  the  profit  system.  A  small  group  of  religious 
men,  the  Christian  Socialists,  contributed  much  to  the  idealism  of  the  move- 
ment. Among  them  were  men  of  wealth  and  influence  who  were  instrumental 
in  promoting  education  and  favorable  legislation.  Charles  Kingsley,  a  clergy- 
man, and  John  Stuart  Mill,  the  eminent  economist,  were  among  these.  Later 
came  E.  Vansittart  Neale,  a  lawyer,  who  rendered  great  practical  service. 

The  need  of  federation  of  societies  was  soon  felt.  A  congress  of  co- 
operative societies  was  held  at  Birmingham  in  1831,  and  others  in  London  in 
1850  and  1855.  The  congress  of  1869  at  London,  with  Thomas  Hughes,  Mem- 
ber of  Parliament,  as  president,  grew  into  the  Cooperative  Union.  The  union 
was  created  as  a  federation  of  societies  for  education,  propaganda,  and  pro- 
tection. Practically  all  of  the  societies  in  Great  Britain  are  now  members. 
The  union  holds  annual  congresses.  It  may  be  regarded  as  the  soul  of  the 
British  movement. 

Following  the  Rochdale  period,  while  some  few  societies  in  Great  Britain 
failed,  the  movement  as  a  whole  went  from  success  to  success,  growing  an- 
nually in  volume  and  strength,  developing  from  retail  to  wholesale,  from  do- 
mestic to  foreign  supplies,  from  merely  buying  together  to  manufacturing, 
from  the  production  for  material  needs  to  such  services  as  banking,  building, 
and  insurance,  from  a  capital  of  a  few  pounds  to  hundreds  of  millions. 

To-day  the  cooperative  societies  in  Great  Britain  have  a  membership  of 
nearly  5,000,000  families;  this  means  one-third  of  the  total  population.  For 
the  past  40  years  the  membership  has  made  an  average  increase  each  year 
six  times  more  than  the  population  has  increased. 

The  1,211  retail  distributive  societies  which  are  members  of  the  Cooperative 
Union  of  Great  Britain  distributes  over  $1,000,000,000  worth  of  commodities 
to  their  members  annually.  The  "profits"  or,  more  properly  speaking,  the 
surplus  savings,  amounted  to  $125,000,000  during  the  prosperous  year  1920.  Of 
this  amount,  saved  in  that  year,  $65,000,000  were  returned  in  cash  to  the 
members  in  the  form  of  "  dividends,"  or  saving  returns.  In  addition  to  this, 
the  members  have  free  life  insurance  and  many  other  benefits.     At  the  be- 


PURCHASE   AND  SALE   OF  FARM   PRODUCTS. 


225 


T 


• 


*> 


ginning  of  1921  the  retail  distributive  societies  had  $400,000,000  capital  and 
140,000  employees  whose  wages  amounted  to  $100,000,000. 

Attempts  at  wholesaling  had  been  made  in  1831  and  again  in  1850,  but  these 
did  not  succeed.  The  time  seemed  not  ripe.  Then  the  influence  of  the 
Rochdale  Pioneers  created  the  present  Cooperative  Wholesale  Society  (the 
C.  W.  S.)  in  1863.  This  now  represents  the  economic  side  of  the  movement, 
and  has  become  the  greatest  distributive  business  in  Great  Britain. 

The  English  Cooperative  Wholesale  Society  now  embraces  1,209  societies. 

The  Scottish  Wholesale  (organized  in  1868)  embraces  272  societies.  The 
Irish  Agricultural  Wholesale  Society  (organized  in  1897)  is  composed  of 
both  agricultural  selling  societies  and  consumers'  societies.  The  English  and 
Scottish  wholesales  have  $120,000,000  capital,  did  a  business  in  1920  of  $675,- 
000,000,  and  have  48,000  employees.  In  1921  and  1922  the  turnover  showed  a 
decrease  on  account  of  falling  prices  and  unemployment. 

The  English  C.  W.  S.  has  116  factories  and  productive  industries.  An  idea 
of  the  extent  of  production  may  be  had  from  the  following  list  of  manufac- 
turing enterprises:  Butter  and  cheese  factories  (London,  Brislington,  Car- 
lisle) ;  bacon  factories  (Tralee,  Herning)  ;  vinegar  and  yeast  (Middleton,  Clay- 
ton) ;  tea  blending  and  coffee  roasting  (London,  Manchester)  ;  cocoa  and  choco- 
late factory  (Luton)  ;  biscuit  and  confectionery  (Crumpsall,  Cardiff)  ;  pre- 
serve works  (Middleton,  Hull,  Reading,  Acton)  ;  soap  works  (Irlam,  Silver- 
town,  Dunston)  ;  flour  mills  (Manchester,  Dunston,  Silvertown,  Oldham,  Avon- 
mouth,  Sowerby,  Slaithwaite,  Hull)  ;  provender  and  oil  cake  mills  (Liverpool, 
Bristol)  ;  oil  mills  (Liverpool)  ;  tobacco  factory  (Manchester)  ;  lard  refiner- 
ies (Irlam,  West  Hartlepool)  ;  pickles  (Middleton,  Reading)  ;  margarine  works 
(Irlam)  ;  printing,  lithography,  and  bookbinding  works  (Manchester,  Warring- 
ton, Reddish,  Leicester,  Pelaw)  ;  rope  and  twine  works  (Patricroft)  ;  coal  mine 
(Shilbottle)  ;  woolen  weaving  factories  (Batley,  Bradford,  Buckfastleigh, 
Littleborough,  Delph,  Diggle,  Dobcross)  ;  hosiery  factory  (Huthwaite)  ;  corset 
factories  (Desborough.  Bristol)  ;  shirt  factories  (Broughton,  Sheffield,  Pelaw, 
Cardiff)  ;  woolen  mills  (Batley,  Bradford,  Buckfastleigh:  cotton  weaving  fac- 
tories (Bury,  Chorley,  Radcliffe)  ;  clothing  factories  (Manchester,  Sheffield, 
Birmingham,  Kettering,  London,  Leeds,  Crewe,  Hebden  Bridge,  Pelaw,  Bris- 
lington, Cardiff)  ;  boot  and  shoe  factories  (Leicester,  Derby,  Enderby,  Kemp- 
ston,  Wellingborough,  Norwich,  Bristol,  Heckmondwike.  Leeds,  Rushden)  ; 
canneries  (Heckmondwike,  Grappenhall,  Street)  ;  furniture  and  cabinet  fac- 
tories (Manchester,  Birmingham,  Pelaw,  Bristol)  ;  brush  and  mat  works 
(Leeds);  automobile  works,  Manchester;  iron  works,  motors,  and  bicycles 
(Birmingham)  ;  cutlery  factory  (Sheffield)  ;  scales  and  weighing  machines 
(Manchester,  Birmingham)  ;  saddlery  and  harness  works  (Manchester,  Lon- 
don, Bristol,  Newcastle,  Cardiff)  ;  trunks  and  bags  (Newcastle)  ;  picture  fram- 
ing (Newcastle)  ;  china  and  pottery  works  (Longton,  Rotherham,  Nottingley)  ; 
sawmills  (Manchester,  Salford,  Wymondham)  ;  glass  bottle  works  (Man- 
chester) ;  bucket  and  fender  works  (Dudley)  ;  tinplate  works  (Birtley)  ;  paint 
and  varnish  works  (Rochdale).;  drugs  and  chemicals  factories  (Pelaw,  Silver- 
town). 

The  supplies  produced  in  these  plants  in  1921  amounted  to  $150,000000 
(£32,000,000). 

Besides  the  above  factories,  the  C.  W.  S.  owns  33,000  acres  of  farm  lands 
in  England.  Several  of  its  farms  and  three,  four,  and  five  thousand  acres. 
It  owns  10,000  acres  of  wheat  land  in  Canada.  Jointly  with  the  Scottish 
Wholesale  it  owns  also  35,000  acres  of  tea  plantations  in  Ceylon  and  India. 
The  tea  plantations  employ  over  10,000  people.  These  two  societies  are  the 
largest  importers  of  tea,  grain,  butter,  sugar,  and  dried  fruits  in  Great  Britain. 

It  has  palm-olive  estates  in  West  Africa.  It  owns  its  own  steamships.  It 
has  its  own  fishing  fleet.  It  has  purchasing  offices  in  the  large  commercial 
centers  in  every  part  of  the  w^orld  and  depots  in  various  European  countries. 
North  America,  Africa,  and  Asia.  It  is  the  largest  single  nurchaser  of  Cana- 
dian wheat  in  the  world.     Its  flour  mills  are  the  largest  in  Great  Britain. 

The  banking  department  of  the  C.  W.  S.  had  a  turnover  of  $2,500,000,000 
in  1922.  It  carries  the  accounts  of  1,026  cooperative  societies,  7,748  trade- 
unions  and  friendly  societies,  2,698  clubs  and  other  mutual  organizations,  and 
3,794  individuals.  It  is  next  to  the  Bank  of  England  in  fiscal  importance.  Its 
growth  is  steady. 

One-half  of  the  industrial  life  and  accident  insurance  in  Great  Gritain  is 
written  by  this  cooperative  society.  Its  life  insurance  business  is  carried 
on  at  a  cost  of  one^fourth  of  that  of  the  profit-making  companies. 
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Its  social  work  embraces  most  every  branch  of  human  service ;  it  serves  not 
cooperators  alone  but  is  of  wide  public  benefit.  ^  .».     t^     ,,  u 

The  Scottish  Wholesale  performs  services  similar  to  those  or  the  English 
O  W  S  It  is  the  greatest  distributive  business  in  Scotland.  Its  factories 
at   Sliieldhall,  where  30  different  industries  are  carried  on.  are  models  of 

efliciencv  • 

The  Irish  cooperative  movement  is  primarily  agricultural.  The  cooperative 
creameries  agricultural  societies,  and  credit  unions  have  practically  regener- 
ated Irish  rural  life.  The  consumers'  movement  is  growing  up  among  the 
farmers  as  in  Denmark. 

British  cooperation  has  always  been  regarded  as  conservative.  It  has  never 
been  connected  with  the  socialist  movement  nor  subjected  to  socialist  influence. 
Its  recent  cooperation  with  the  labor  party  has  been  forced  uyHm  it  by  the 
reactionary  and  destructive  policies  of  the  other  parties. 

The  outstanding  feature  about  this  voluntary  association  of  consumers  in 
the  British  cooperative  movement  is  its  great  and  continued  success  extend- 
ing over  nearly  a  centurv.  This  success  is  alike  In  retail  distribution,  in 
wholesaling,  and  in  manufacturing.  It  remains  even  in  its  present  prosper- 
ity, as  it  began,  an  enterprise  essentially  of  the  wage  earners. 

BKLGTTM. 

Belgium  cooperation  got  its  inspiration  from  England  aboMt  1880.  The 
leaders— De  Paepe,  Anseele.  Bertrand.  and  Vandervelde— not  only  were  inter- 
ested in  establishing  cooperative  societies  but  in  using  cooperation  as  a  means 
to  unite  the  workers'  political  and  trade-union  movements.  The  cooperative 
store  Anseele  said,  was  a  "  fortress  to  bread."  The  close  union  between  the 
cooperatives  and  tlie  socialists  does  not  mean  that  the  latter  have  captured  the 
former  •  as  a  matter  of  fact,  the  cooperatives  are  the  more  dominant  influence 
«nd  the  socialist  movement  may  be  said  to  have  been  captured  by  them. 

The  cooperative  movement  in  Belgium  is  peculiar.  It  began  with  bread  baker- 
les  instead  of  stores,  and  it  has  given  special  attention  to  social  development 
rather  than  to  the  paving  of  savings  returns.  The  surplus  savings  are  used 
largely  for  doing  for  the  members  of  the  cooperative  societies  what  the  social- 
ized state  would  do.  Old-age  pensions,  life  insurance,  insurance  against  sick- 
ness and  unemployment,  maternity  benefits,  and  medical  and  nursing  care  are 
provided.  Those  beautiful  buildings  in  Belgium  called  "the  houses  of  the 
people  "  are  owned  by  the  cooperative  societies.  These  community  centers  are 
used  for  meetings,  dramatic  presentations,  schools,  and  recreation.  About  some 
of  them  are  parks  wliere  fine  music  is  rendered,  mothers  sew,  fathers  talk,  and 
<:hildren  play  The  Belgian  societies  are  schools  where  the  members  are  taught 
art  historv,  economics,  and  temperance.  The  "  Maison  du  Peuple "  in  each 
district  ifl  \he  symbol  of  the  triple  alliance  of  the  cooperators,  socialists,  and 
trade-unionists— three  movements  which  in  Belgium  have  grown,  trained,  and 

<irganized  together.  ^  .     i^  ,   • 

Far  from  being  wiped  out  by  the  war,  the  cooperative  movement  in  Belgium 
continued  to  progress  despite  its  losses.  In  1919  its  total  membership  was 
3^)0  000  The  business  done  by  the  Belgian  Wholesale  in  1920  was  51.000,000 
francs  and  in  1921  it  was  OCI.OOO.OOO  francs.  In  the  "  Vooruit,"  the  pioneer  Bel- 
gian societv  in  Ghent,  during  the  first  year  of  the  war  there  was  a  large  in- 
crease in  membership  and  a  turnover  of  5,000,000  francs.  This  is  an  increase 
in  business  of  more  than  1,500.000  francs  over  the  last  year  of  peace;  250,000 
francs  were  added  to  the  "  provident  fund."  to  be  used  for  disablement,  sick- 
ness emergencies;  also  for  science,  art,  and  grants  to  students.  Tlie  new 
Festival  Palace  was  opened  in  1915.  The  Wholesale  has  a  variety  of  manufac- 
turing enterprises.  In  1922  its  turnover  was  72,400,000  francs,  an  increase  of 
44  per  cent  over  the  previous  year.  ^     »      , 

The  peasants'  league,  "  Boerenbond."  with  its  credit  banks,  has  a  member- 
ship of  1  222  and  a  turnover  of  60,000,000  francs.  Its  loans  and  its  distribu- 
tion of  seed,  fertilizers,  and  food  do  much  to  promote  the  economic  morale 

of  the  rural  population.  ,      x.  ...  »         ^    «     i.^.  i. 

The  granting  of  a  credit  of  3,000,000  francs  by  the  British  and  Scottish 
wholesales  in  1918  helped  to  rehabilitate  the  Belgian  wholesale  and  proved 
the  international  solidarity  of  cooperation. 

The  war  had  the  effect  of  greatly  stimulating  the  cooperative  movement  m 
Belgium  The  Society  of  Liege  before  the  war  was  small  and  weak.  It  now 
has  axoimd  70,000  members.    It  has  250  branch  stores  and  80  recreational 
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and  educational  centers.  It  owns  a  hat  factory,  a  confectionery  factory,  a 
chocolate  factory,  and  some  20  bakeries. 

The  Belgian  Insurance  Society  (I-a  Prevoyance  Sociale)  in  1922  had  in- 
surance on  the  lives  of  132,000  members,  and  fire  insurance  on  74,000  houses. 
It  Is  steadily  expanding.  , 

The  Belgians  have  recently  gone  into  cooperative  fishing.  A  dramatic  inci- 
dent, of  the  1922  British  cooperative  Congress  was  a  wireless  message  received 
by  the  Belgian  delegates,  sent  from  the  commodore  of  the  Belgian  cooperative 
fishing  fleet.  This  fleet  of  seven  substantial  fishing  boats  carries  radio  equip- 
ment. The  message  read:  "The  crew  of  the  trawler  EJdouard  Anseele  en. 
route  for  the  Scottish  coast  sends  its  first  wireless  message  of  thanks  and  best 
wishes  for  the  success  of  the  Congress." 

FRANCE* 

During  most  of  the  eighteenth  century  the  French  working  class  sought  for 
a  solution  of  their  economic  problem  at  the  point  of  production.  They  hoped 
for  the  political  socialization  of  the  means  of  production  or  for  its  control 
by  th€j  organized  workers.  The  earliest  distributive  cooperative  society  of 
which  record  is  found  was  established  in  Lyons  in  1835;  the  next  was  the 
"Ruche  Stepahoise"  of  St.  Etienne,  established  in  1855.  The  progressive 
sentiment  that  swept  through  Europe  in  1848  expressed  itself  in  the  forma- 
tion of  productive  societies  in  France,  but  did  little  for  cooperation.  Ca)- 
operation  may  be  said  to  have  begun  at  N^mes  in  1885  when  a  small  group 
consisting  of  de  Boyve,  Fabre,  and  some  workingmen  started  the  consumers' 
movement.  Prof.  Charles  Gide  joined  this  "school  of  Nimes."  and  in  the 
course  of  time  clarified  and  described  the  principles  of  cooperation.  Indeed, 
Professor  Gide  has  done  more  than  any  other  man  to  impress  upon  French 
thought  the  true  meaning  of  this  subject.  For  a  long  time  the  cooperators  and 
socialists  failed  to  harmonize.  But  finally  in  1912  the  two  groups  were  brought 
into  accord  and  a  united  French  movement  was  established.  Since  that  time 
there  has  been  steady  and  constructive  progress. 

There  are  now  over  4,000  dkstributive  societies  in  France,  with  a  total  mem- 
bership  of  about  1,500,000.  In  1920  their  total  turnover  was  1,500,000,000  francs. 
In  1914  the  turnover  was  one-fourth  of  this  amount.  About  one-half  of  the 
societies  belong  to  the  National  Federation  of  Consumers'  Soceties  (Federation 
Nationale  des  Cooperatives  de  Consommation).  The  federation  comprises  55 
district  societies,  which  have  2,291  affiliated  societies,  with  1.360,770  membera. 
The  movement  is  steadily  growing.  The  largest  single  society  is  "  Bellevil- 
loise  "  in  Paris,  with  15,167  members  in  1921. 

The  Cooperative  Wholesale  (Magasin  de  Gros  des  Cooperatives  de  France) 
in  1913  had  a  turnover  of  12,000,000  francs :  by  1920  its  turnover  had  readied 
166,000,000  francs.  In  1921  the  turnover  was  153,000,000,  although  the  amount 
of  goods  handled  was  larger  than  in  1920.  It  is  composed  of  1,600  societies. 
In  1921  it  had  13  grocery  warehouses,  5  wine  warehouses.  3  shoe  factories, 
3  canning  factories,  1  chocolate  factory,  an  underclothing  factory,  a  coffee 
roastery,  and  a  sawmill.  The  wholesale  employs  1,500  persons.  The  banking 
department  of  the  wholesale  was  constituted  an  independent  bank  of  French 
cooperative  societies  in  1922.  It  is  increasing  its  business  over  100  i)€r  cent 
each  year. 

A  significant  development  in  the  French  movement  was  the  amalgamation, 
in  1920,  of  two  large  cooperative  federations  of  Paris.  Tlie  new  society  main- 
tains 300  establishments,  comprising  grocery  stores,  80  butcher  shops,  restau- 
rants, cafes,  pharmacies,  etc.  The  membership  of  55.000  represents  more  than 
200,000  consumers,  and  with  the  addition  of  the  nonmember  patrons,  half  a 
million  consumers  supply  their  wants  at  these  stores.  The  turnover  is  conserva- 
tively estimated  at  90,000,000  francs  annually.  Their  subscribed  capital  is 
more  than  5,500,000  francs. 

French  rural  loan  banks  play  an  important  part  in  the  French  cooperative 
movement,  providing  capital  for  individual  agricultural  and  manufacturing 
enterprises.  They  have  always  relied  to  a  great  extent  on  state  loans,  more 
than  half  of  their  deposits  coming  from  this  source. 

During  the  war  the  French  cooperative  movement  had  at  least  one-third  of 
its  stores  situated  in  the  districts  within  the  war  zone.  Those  stores  that 
were  not  destroyed  by  gunfire  were  cut  off  from  fresh  supplies,  owing  to  trans- 
portation difliculties,  and  in  many  Instances  abandoned.  Those  that  remained 
standing  were  frequently  used  as  places  of  refuge.     (See  Cooperation  in  Time 
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of  War,  Book  I.)  The  Federation  of  French  Distributive  Societies  did  valiant 
relief  work.  It  opened  cooperative  restaurants  for  war  workers,  and  oi)ened 
municipal  kitchens,  selling  at  20  per  cent  below  market  rates;  it  created  work- 
shops for  the  unemployed,  and  regulated  the  distril>utlon  of  commodities. 
This  work  prevented  the  rise  of  prices  and  assisted  in  fixing  maximum  prices. 
Parliament  in  1917  passed  laws  favorable  to  the  cooperatives,  and  authorized 
2,000,000  francs  of  credit  to  cooperative  societies.  Since  then  10.000,000  francs 
bave  been  loaned  by  the  Government  for  rebuilding  the  cooperatives  in  the 
invaded  sections. 

ALGERIA,  TUNIS,  AND   MOROCCO. 

The  French  federation  has  carried  its  educational  work  into  northern  Africa 
since  the  war,  with  the  result  that  a  steadily  growing  movement  is  now  estab- 
lislied  in  tlie  Frencli  colonies. 

GKK.M  \  NY. 

In  contrast  with  England,  Scotland,  Russia,  and  Belgium,  Germany  had 
the  begiiuiing  of  its  cooperative  associations  outside  the  wage-earning  class. 
The  Germany  of  1850  was  essentially  a  land  of  prorluction  on  a  small  scale, 
of  peasant  farmers,  craftsmen,  and  little  independent  tradesmen.  The  co- 
operative bank  in  Germany  was  its  first  form  of  cooperation.  The  consumers' 
movement  was  retarded  by  the  Socialist  teaching  that  "  any  reduction  in  the 
cost  of  living  brings  with  it  an  e<iual  reduction  in  the  rate  of  wages."  This 
fallacy  had  a  profound  influence  on  German  thought  for  no  years,  and  directed 
the  working  people  into  politics  and  profit-sharing  enterprises.  The  oldest 
distributive  society  seems  to  have  been  at  Neustadt.  in  1864.  But  it  is  only 
since  the  last  decade  of  the  nineteenth  century  that  the  movement  has  made 
great  progress. 

In  most  of  the  essential  features,  the  German  and  British  movements  have 
become  identical — democratic  control,  membership  open  to  all.  and  distribu- 
tion of  savings  returns  based  on  the  amount  of  purchase.  Previous  to  the 
outbreak  of  the  war.  civil-service  employees,  and  these  form  a  large  portion 
of  the  working  class,  were  prohibited  by  the  Government  from  joining  these 
"  revolutionary  "  cooperative  societies.  Since  the  revolution  in  1918  these  re- 
strictions have  been  removed.  *  Working-class  cooperative  stores  have  steadily 
increased  in  number.  The  reputation  which  the  cooperative  movement  has 
won  as  the  protector  of  the  economically  weak  has  proved  of -the  greatest 
value  to  tlie  masses  of  the  German  people  who  are  placing,  to  an  ever-In- 
creasing extent,  their  confidence  in  cooperation.  Under  the  Kaiser,  restric- 
tive laws,  coercive  regulations,  exceptional  vindictive  taxation,  and  commercial 
discrimination  in  favor  of  private  competition  were  all  formerly  directed  by 
the  State  against  the  consumers'  distributive  societies.  This  was  in  sharp 
contrast  with  the  policy  of  favoritism  and  State  aid  shown  by  the  Government 
toward  agricultural  cooperation. 

Cooperation  in  Germany  has  an  even  closer  relationship  with  the  trade-union 
movement  tban  exists  in  Great  Britain.  A  larger  percentage  of  the  membership 
also  Is  found  in  the  big  cities  and  industrial  centers  than  In  England. 

The  difficulties  confronting  the  German  cooperative  movement  sin<'e  the  armis- 
tice have  seemed  almost  Insuperable.  The  purchasing  power  of  the  mark  fell 
to  a  small  fraction  of  Its  normal  value,  so  that  Importations  could  not  be  made 
to  replenish  the  scanty  stocks  of  the  cooperatives.  Prices  of  goods  advanced 
enormously.  The  railway  system  was  crippled.  Taxation  became  oppressive. 
In  spite  of  all  the  difficulties  the  membership  and  trade  of  societies  has  more  tlian 
doubled  since  1914. 

Consumers'  societies,  however,  had  become  sufficiently  numerous  In  1908  to 
unite  to  form  the  German  Cooperative  Union  (Zentralverband  deutscher  Kon- 
sumvereine)  which  grew  out  of  a  split  over  economic  questions.  The  Coopera- 
tive Wholesale  (Grosseinkausgesellschaft  deutscher  Konsumvereine)  was 
founded  In  1894.  Banking,  distribution,  and  housing  have  steadily  developed, 
especially  during  the  past  20  years. 

The  membership  of  cooperative  societies  in  Germany  now  represents  one-third 
of  the  population.  Twenty-five  years  ago  It  represented  only  one-thirteenth. 
The  Central  Union  of  Consumers'  Societies  now  embraces  over  1,350  of  the 
2,400  cooperative  .s<K'ieties.  Its  total  membership  increased  58  per  cent  during 
the  war.  Since  the  war  Its  growth  has  been  even  gi'eater.  In  1920  it  had  a 
membership  of  2,714,109.    In  1928  it  has  8,102,000  members  and  8,066  stores. 


The  following  figures  show  the  membersliip  of  all  consumers'  societies  within 
and  without  the  union : 
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1919 3,  200.  000 

1920 3,400.000 

1921 3.  800.  000 

1922 4.  .500.  000 


1903 800,  000 

1910 1,  448, 015 

1915 2,  298, 071 

1916 2,  800,  000 

1918 ' 2,853. 120 

In  addition  to  these  consumers'  societies  there  are  19,261  cooperative  bank- 
ing societies,  3,300  societies  of  agricultural  workers,  2,131  home-building  so- 
cieties, and  various  other  cooperative  societies,  which  make  a  total  of  40.000 
such  organizations.  The  turnover  of  these  societies,  the  business  of  the  whole- 
sale and  the  banking  deposits  are  all  very  large. 

The  Central  Agricultural  Loan  Bank  of  Germany  at  the  beginning  r>f  1922 
had  68  branches  with  750  employees.  The  shareholders  include  5,757  Raiffeisen 
banks. 

Cooperation  in  Saxony,  as  though  to  retaliate  for  governmental  abuse  in 
the  early  days,  now  has  150  societies,  with  700  stores.  160  of  which  are  in 
Dresden.  The  German  Wholesale  was  organized  in  Saxony  in  1901.  and  in 
Saxony  established  its  first  industries.  Now  more  than  one-half*  of  the  ix>pu- 
lation  are  supplied  by  the  cooperatives. 

The  Consumers  Building  &  Savings  Society  "  Produktion  "  (the  consumers' 
society  in  Hamburg)  is  an  example  of  one  of  the  best  German  societies.  It 
started  with  700  members  in  1899.  At  the  beginning  of  the  war  it  had  80.000 ; 
now  has  over  130,000  members.  Nearly  one-half  of  the  x>^ople  of  Hamburg 
are  supplied  by  it.  With  production  as  Its  ultimate  purpose,  it  already  has 
the  following  productive  enterprises:  The  largest  bakery  in  northwest  Ger- 
many, a  big  slaughtering  and  meat-packing  plant,  preserves  and  canning  works, 
coffee  roastery,  mineral-water  bottling  establishment,  foodstuff  factor5%  fur- 
niture factory,  woodwork  and  frame  factory,  tinware  factory,  and  a  brick 
factory.  It  owns  1,000  acres  of  land.  It  has  275  stores,  40  automobiles.  100 
wagons,  30  barges,  and  2  tug  boats.  It  has  53  dwelling  sites  containing  over 
1.000  dwellings.  It  carries  on  a  large  banking  and  insurance  business  for 
its  members.  The  motto  of  this  society  is  "All  by  the  people  and  for  the 
people." 

The  Berlin  society,  with  headquarters  at  Lichtenberg,  is  similar  in  size 
and  character  to  that  in  Hamburg. 

The  Grosseinkaufsgesellschaft  ("G.  E.  G.,"  the  German  C.  W.  S.)  is  steadily 
increasing  in  membership  and  business.  In  1922,  it  had  1,026  member  societies. 
The  number  of  persons  employed,  in  1920.  was  2.427 ;  in  1921  it  was  3,139. 

The  motto  of  the  German  Wholesale  is  "  Production  for  the  organized  con- 
sumers." Some  of  its  factories  are  the  best  and  the  most  beautiful  in  the 
cooperative  world.  These  include  soap  factories  at  Groba  and  Dusseldorf ; 
weaving  and  clothing  factory  at  Oppach ;  macaroni  factory,  wooden-box  factory, 
and  mustard  factory  at  Groba ;  match  factory  at  Lauenburg :  brush  and  broom 
factory  at  Schwanheide ;  cigar  factories  at  Hamburg,  Frankenberg,  and  Hochen- 
helm ;  cigarette  factory  at  Stuttgart ;  tobacco  factory  at  Nordhausen ;  textile 
factory  at  Oppach  (Saxony)  ;  and  candy  and  chocolate  factory  at  Altona. 
At  Hamburg  are  also  a  coffee-roasting  department,  a  spice  mill,  wine  cellar, 
coffee,  cocoa,  and  spice-making  industries.  At  Groba  are  also  a  coffee-roasting 
industry,  and  coffee  and  cocoa  packing.  A  Manheim  are  coffee  roasting,  and 
tea  and  coffee  packing. 

The  Wholesale  has  10  warehouses.  It  has  also  a  timber  industry,  a  factory 
for  shop-fitting  and  furniture,  machine  shops,  and  other  industries.  Its  fish- 
packing  industry-  at  Altona  employs  over  100  persons.  It  carries  on  a  large 
banking  and  insurance  business  for  its  members.  Its  commercial  art  depart- 
ment is  unique. 

The  central  office  of  the  Union  in  Hamburg  has  a  printing  establishment 
which  employs  500  people,  and  is  one  of  the  largest  and  most  perfectly  equipped 
printing  plants  in  Germany. 

The  Wholesale,  acting  as  the  banking  department  for  the  movement,  puts 
aside  capital  for  reserve,  benevolent,  pension,  and  Insurance  funds.  Highly 
effective  uses  of  these  funds  are  in  operation.  Offices  for  the  foreign-trade 
division  and  warehouses  are  maintained  in  Hamburg  for  foreign  and  domestic 
purchases,  from  which  port  distribution  is  made  to  the  thousands  of  ston^ 
through  their  headquarters  in  various  cities.  A  spirit  of  industry  and  fellow- 
ship is  apparent  throughout  the  entire  Union  and  Wholesale,  a  condition  showing 
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that  the  cooperative  feeling  is  a  fact  within  the  organization  and  not  simply 
a  business  theory. 

The  progress  of  this  German  movement  during  the  great  war  and  5  years 
of  blockade  proves  the  indestructibility  of  the  idea  of  the  Rochdale  pioneers 
in  the  face  of  stress,  and  gives  assurance  of  new  times  coming,  when,  In  the 
words  of  the  (Jerman  cooperators  at  the  Nurnberg  Congress  in  1917,  "This 
wholesale  murder  and  this  continued  destruction  of  the  work  of  civilization 
shall  cease.  Larger  and  larger  grows  the  number  of  those  who  in  their  hearts 
have  realized  the  truth  of  the  old  German  cooperative  motto  *  Cooperation 
is  peace.'  *' 

The  scientific  efficiency  which  has  become  characteristic  of  the  German  people 
is  being  applied  to  the  cooperative  movement  to  a  gretiter  degree  than  in  any 
other  country  in  the  world.  German  cooperation  is  making  use  of  every  sort 
of  technical  expert.  The  high  class  of  talent  for  organization  and  genius  for 
administration,  which  in  the  United  States  finds  its  way  into  capitalistic 
business,  in  Germany  is  to  be  found  more  and  more  in  the  cooperative  movement. 

While  in  many  other  countries  the  cooperative  societies  are  taking  an  in- 
creasing Interest  in  politics.  In  Germany  the  opposite  is  coming  to  pass.  The 
cooperative  congress  of  1922  passed  resolutions  favoring  political  neutrality, 
which  meanii  non participation  in  politics.  The  German  Wholesale  report 
(International  Cooperative  Bulletin,  June,  1922)  contains  these  significant 
words:  "The  year  1920  witnessed  the  beginning  and  1921  the  completion  of 
the  liberation  of  Germany's  economic  life  from  the  shackles  of  State  control. 
We  have  always  held  that  cooperation  can  not  develop  under  bureaucratic 
oppression,  but  must  have  complete  freedom." 

One  of  the  significant  manifestations  of  the  trend  in  Germany  is  seen  in  the 
fact  that  political  municipalities  are  joining  cooperative  societies.  Among 
these  recently  are  the  towns  of  Geestemund,  Lehe.  and  Rustringen,  which  have 
become  members  of  the  local  consumers'  distributive  and  banking  society. 
Some  of  these  towns  have  their  fire  insurance  and  banking  transferred  to  the 
cooperative  society.  The  people  are  seen  turning  to  cooperation  as  the  political 
and  economic  machinery  fails  to  serve. 

AUSTRIA. 

The  movement  in  Austria  has  had  its  greatest  growth  during  the  present 
century.  Austria  now  has  a  population  of  omly  6,000.000.  The  cooperative 
societies  have  nearly  2,000,000  members. 

Up  to  the  period  of  the  war  the  cooperative  credit  societies  had  twice  the 
membership  of  other  forms  of  cooperatives.  They  were  of  valuable  assistance 
in  financing  the  agricultural  societies.  The  next  largest  class  was  that  of  the 
various  types  of  agricultural  societies;  but  during  the  last  few  years,  and 
especially  since  the  war,   distributive  societies  have  shown   the  most  rapid 

growth. 

The  movement  in  Austria  has  passed  through  war,  the  blockade  lasting  five 
years,  and  finally  the  dismemberment  of  the  nation.  Austria  Is  a  mutilated 
trunk.  Its  societies  were  torn  apart  by  the  "  peace  treaty."  The  people  were 
deprived  of  the  necessities  of  life.  The  cooperative  movement,  which  was  so 
well  developed  among  the  German  people,  has  been  separated  into  a  half  dozen 
foreign  countries.     Still  cooperation  has  become  a  greater  power  than  ever 

before  in  Austria. 

The  Union  of  German-Austrian  Distributive  Societies  has  attained  to  its 
greatest  success  in  the  post-bellum  Austria.  Before  the  war  it  was  the  Central 
Union  of  Austrian  Consumers'  Societies.  Dr.  Karl  Renner,  its  president,  be- 
came Chancellor  of  State  in  1918  and  was  one  of  the  peace  envoys  at  St.  Ger- 
main. The  membership  of  its  afliliated  societies  In  1923  was  over  600,000— 
three  times  greater  than  at  the  beginning  of  the  war.  It  has  97  societies  with 
704  stores.  The  Austrian  Wholesale  has  a  shoe  factory,  a  textile  factory,  a 
shirt  factory,  and  a  large  shoe-repairing  plant. 

Over  one-third  of  the  population  of  Austria  are  served  by  the  cooperative 

societies 

The  Cooperative  Society  of  Vienna  has  a  membership  of  over  150,000  heads 
of  families.  It  has  144  distributive  stores.  The  number  of  employees  are  1.627. 
The  society  has  172  dwellings  which  it  rents  to  members.  Among  Its  various 
departments  are  carpenter  shops,  locksmiths'  shops,  blacksmlthy,  saddlery, 
laundry,  bakery,  dairy,  coffee  roastery,  and  wine  cellar.  The  Vienna  society 
has  joined  with  the  municipal  government  to  distribute  fuel  and  Is  now  the 


« 
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largest  distributor  of  coal  In  Austria.  It  has  also  united  with  the  city  govern- 
ment to  distribute  meat.  Its  shoe-repairing  department  is  the  largest  in 
Europe.    The  Vienna  society  provides  for  more  than  half  of  the  population  or 

the  city. 

In  Austria  is  seen  the  gradual  evolution  of  cooperative  society  in  the  pres- 
ence of  the  decaying  state. 

HUNOABT. 

The  cooperative  movement  In  Hungary  developed  along  with  that  of  Austria. 
Agricultural  and  credit  societies  were  organized  first.  Then  the  industrial 
workers  organized.  The  movement  had  become  well  developed  before  the 
war ;  and  It  grew  during  the  war.  After  the  war,  the  government  which  the 
allied  nations  established  in  Hungary  discriminated  against  consumers'  co- 
operation.    Some  stores  were  destroyed  and  the  leaders  Imprisoned. 

"Hangya"  (the  Cooperative  Wholesale  Society  of  the  Federation  of  Hun- 
garian Farmers)  thrived  both  before  and  after  the  war.  The  total  membership 
of  its  societies,  in  1914,  was  190,000;  In  1922,  it  had  increased  to  900,000.  It 
has  1,945  affiliated  societies.  With  the  exception  of  50  industrial  working- 
men's  societies,  nearly  all  the  other  members  of  "  Hangya  "  are  farmers  soci- 
eties. Its  largest  member  society  is  "  Haztartas  "  In  Budapest,  which  has  77 
retail  stores  which  supply  20  per  cent  of  the  inhabitants.  "  Haztartas  "  has 
37  000  members ;  Its  slaughterhouse  kills  1,600  cattle  yearly ;  It  has  a  large  shoe- 
repairing  business;  It  manufactured  1,117  beehives  in  1921,  and  distributed 
2  000  liters  of  milk  dailv ;  the  society  owns  vegetable  and  fruit  gardens  and  a 
factory  for  preserving  fruit.  The  Wholesale  of  "  Hangya  "  has  two  fiour  mills, 
a  soap  factory,  a  candy  factory,  a  chemical  factory,  a  brush  factory,  a  rope 
factory,  a  match  factory,  a  cutlery  factory,  and  a  distillery.  The  "  Hangya 
has  received  products  from  the  factories  and  fishing  stations  which  it  o|)erates 
as  far  away  as  Sweden,  Norway,  and  Holland.  Its  new  central  warehouse 
covers  8,000  square  meters  of  land.  It  is  controlled  by  a  conservative  element 
which  is  opposed  to  the  fundamental  evolutionary  character  of  cooperation. 
It  is  In  favor  of  a  protective  tariff  and  other  capitalistic  measures. 

The  General  Distributive  Society  of  Budapest,  with  about  162,000  member*, 
is  the  largest  consumers'  organization  In  Hungary.  Despite  the  troublous 
times.  Its  two  largest  warehouses  serve  the  members  In  66  grocery  stores,  36- 
butcher  shops,  dry-goods  stores,  and  a  large  restaurant. 

In  1921  the  Government  passed  a  law  prohibiting  cooi>erative  societies  from 
accepting  savings  deposits.  This  made  it  necessary  for  the  society  to  discon- 
tinue its  savings  bank  department  and  transfer  Its  members'  accounts  to  an  In- 
dependent Institution.  The  cooperative  bank,  "  Dlllgentla,"  was  formed ;  each 
of  the  stores  of  the  society  acts  as  a  branch  for  receiving  deposits.  The  bank 
now  has  over  21,000  depositors  and  a  large  and  growing  capital. 

Mainly  through  the  initiative  and  unfailing  zeal  of  Alexander  Karolyl,  nearly 
4,000  consumers'  societies  were  affiliated  In  a  strong  central  union.  Michael 
karolyl  was  the  first  president  of  the  new  Hungarian  Republic  as  soon  as  the 
revolution  was  accomplished  in  1918  and  the  Hapsburgs  overthrown.  During 
the  war  he  steadfastly  worked  with  the  cooperators :  he  fought  militarism  and 
declared  in  favor  of  peace. 

CZECHOSLOVAKIA. 

The  political  chaos  due  to  the  splitting  up  of  Austro-Hungary  into  various 
national  states  affected  the  movement  acutely.  The  united  work  of  17  years 
was  terminated  by  the  dismemberment  of  Austria  by  the  Allies  after  the  war. 
The  political,  racial,  and  economic  cleavage  now  gives  rise  to  four  distinct 
movements:  (1)  Central  Union  of  Czecho-Slovak  Cooperative  Societies.  (2) 
Union  of  German  Economic  Societies  (Verband  deutscher  Wirts-schaftsgenos- 
senschaften),  (3)  socialist  sotres  movement,  and  (4)  Catholic  stores  move- 
ment The  first  two  are  connected  with  the  international  alliance.  The  Ger- 
man Union,  which  was  forced  in  1918  by  the  Allies  to  separate  from  the  Union 
of  Austrian  Distributive  Societies,  had  over  300  consumers'  societies,  in  192a 
with  300,000  members.  Each  of  the  first  two  have  already  established  a  Whole 
sale  at  Prague  and  several  productive  enterprises. 

The  Wholesale  of  the  German  Union  (Gross  Einkaufs  Gesellschaft)  has  five 
warehouses  in  Bohemia.  Its  factory  for  the  preservation  of  fruit  at  Neratowitz, 
established  in  1918,  is  an  institution  of  which  cooperators  may  well  be  proud. 
The  Wholesale  has  a  malt-coffee  factory,  a  small-wares  factory,  an  underwear 
factory,  a  flour  mill,  chemical  laboratories,  etc.    It  has  500  employees. 
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The  Czech  Cooperative  Union,  organized  in  Prague  in  1909,  unites  all  forms 
oi  societies  in  its  membership.  It  has  535  consumers'  societies  with  a  member- 
ship of  1,000,000,  as  well  as  producers,  credit,  agricultural,  and  housing  organiza- 
tions. The  Wholesale  of  the  union  employs  700  people.  Deposits  in  tlie  bank 
amount  to  500,000,000  crowns.  The  Cooperative  Insurance  Society  has  in 
effect  150,000,000  crowns  of  insurance  in  43,000  policies. 

The  largest  single  consumers'  society  in  Czecho-Slovakia  is  the  Consumers  and 
Savings  Society  -  Budoncnost "  ("the  Future"),  situated  in  Moravian  Ostrau. 
At  the  end  of  1921  it  had  65,000  members,  representing  320,000  consumers.  Al- 
though private  merchants  have  resorted  to  every  conceivable  measure  to  destroy 
this  society,  it  continues  to  grow,  and  in  many  districts  no  private  stores  are 
any  longer  to  be  found,  but  only  the  stores  of  the  "  Budoncnost "  It  had  about 
200  stores,  with  a  turnover  of  250,000,000  crowns,  in  1921.  It  has  its  own  bakery 
and  flour  mill.     It  employs  800  people,  pays  no  dividends,  and  is  neutral  in 

^1^1?  interesting  to  note  that  in  1922  the  parliament  passed  a  bill  p:ranting 
50  000,000  crowns   credits  each   to    (a)    "Cooperative   agricultural   societies, 
(b)  "Artisans'  cooperative  societies,"  and  (c)  "Productive  and  labor  coopera- 
tive societies,"  but  distributive  societies  have  received  nothing,  because      they 
do  not  take  part  as  a  party  in  politics."  ,  ^.       .      .u„   ;„f^rao<- 

Governmental  discrimination  against  cooperative  societies  in  the  interest 
of  profit  business  has  been  keenly  felt.  The  efforts  of  French  influence  to  pro- 
mote hostility  between  the  Germans  and  Czechs  is  failing  as  evidenced  by  the 
very  enthusiastic  joint  congress  in  1922  of  the  German  and  Czech  unions. 

SWITZERLAND. 

The  wide  development  of  cooperation  has  always  been  one  of  the  distinctive 
features  of  Switzerland.  The  pioneer  Rochdale  Consumers'  Society  on  the  con- 
tinent was  opened  in  1851  in  Switzeriand.  Fay  states  that  the  Zurich  society, 
established  in  1851,  was  the  first  to  employ  the  work  "  Konsumverein      (con- 

sumers'  societv ) 

The  union  of  Swiss  Consumers'  Societies  in  January,  1923.  was  composed  of 
519  societies,  with  370,000  members  and  1,913  stores,  having  a  yearly  turnover 
of  350  000  000  francs.  As  Switzerland  has  less  than  900,000  households,  this 
represents'  over  one-third  of  the  households  of  the  country.  The  union  has  re- 
cently advanced  large  funds  for  the  establishment  of  a  cooi^rative  village 
near  Basel  of  150  houses.  The  Swiss  union  conducts  a  number  of  factories.  Its 
shoe  factory  at  Basel,  flour  mills  at  Zurich  and  Vevey,  and  meat-packing  plant 
at  Pratteln  have  already  been  referred  to  as  models  of  equipment.  Much  atten- 
tion is  given  to  cooperative  education.  More  than  300.000  copies  of  its  news- 
paper are  issued  weekly  to  its  members.  The  nine  publications  of  the  union 
are  models  of  literary  excellence.  The  union  ( Verband  Schweizerischer  Konsum- 
verein) was  established  in  1890,  and  embraces  four-fifths  of  the  societies. 
In  northern   Switzerland   half  of  the  population  are  connected  with   the  co- 

oopratives 

The  Swiss  Wholesale  is  the  commercial  side  of  the  union.  It  had  a  turnover 
in  1920  amounting  to  172,000,000  francs.  During  the  two  following  years  this 
was  much  less  on  account  of  lower  prices  and  hard  times.  The  union  owns 
eight  farms  with  a  total  area  of  1,000  acres. 

Cooperative  insurance  is  conducted  by  the  Swiss  union,  with  the  active 
support  of  the  trade-unions.  Many  suburban  farms  for  the  direct  supplying 
of  fresh  vegetables  and  dairy  products  have  been  acquired  by  the  consumers 
societies  Housing  societies  are  well  advanced  in  Switzerland.  The  bwlll 
Government  has  never  shown  hostility  toward  the  cooperative  movement, 
but  has  on  the  whole  been  rather  friendly.  The  Swiss  societies  have  remained 
neutral  in  politics. 

Denmark. 

One  of  the  smallest  countries  in  Europe  stands  out  to-day  in  bold  relief 
because  of  its  prosperity,  education,  and  contentment.  The  force  which  hai 
chiefly  helped  to  raise  Denmark  to  this  position  has  been  cooperation.  The 
movement  began  in  1880  and  grew  gradually  among  the  peasants,  based  on 
the  knowledge  of  the  benefits  they  had  derived  from  mutual  help  for  gen- 
erations past.  Thev  had  learned  to  know  and  trust  one  another  because 
they  had   been   accustomed  to  share   in   common   the   management   of  their 
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village  communities,  much  as  the  people  did  in  Russia.  Denmark  now  leads 
the  world  in  the  percentage  of  cooperators  in  its  population,  i  he  agri- 
cultural purchasing  and  sales  societies,  dairies,  bacon  factories,  slaughtenes, 
etc.,  exceed  the  distributive  societies  whose  development  has  l)een  of  ater 
date  The  use  of  experts  to  maintain  the  quality  of  all  their  dairy  products 
and  keep  them  as  near  perfection  as  possible  is  the  method  used  by  the 
farmers  to  meet  the  competition  of  private  business.  Most  of  the  needs  or 
the  people  are  met  through  some  form  of  cooi>eration.  From  the  country 
the  movement  has  gone  into  the  towns.  -       t^ 

The  Danish  Cooperative  Wholesale  Society  ( Faellesforeningen  for  Dan- 
marks  Brugsforeninger)  was  formed  in  1896.  In  1921  it  had  1,792  affiliated 
societies  ivith  a  membership  of  335,104.  Its  productive  enterprises  comprise 
shoes,  clothing,  underwear,  bicycles,  rope,  tobacco,  soap,  margarine,  and 
candy  It  is  a  large  dealer  and  tester  of  seeds.  It  employs  2,000  persons. 
The  chairman  of  the  Wholesale,  in  1922,  was  a  member  of  the  A^st  chamber 
of  the  Danish  Parliament.  Its  turnover  in  1921  amounted  to  203,400,<JUi» 
crowns ;  in  1920  it  manufactured  goods  to  the  value  of  42,000,000  crowns. 

In  1922  the  Danish  Cooperative  Bank  had  a  turnover  of  13,000,000,000  crowns. 
The  net  profits  were  2,588,000  crowns.  The  bank  is  constituted  of  cooperative 
societies  of  all  types,  savings  banks,  credit  unions,  and  individual  members. 
There  are  89  cooperative  banks  belonging  to  it.  It  is  the  financial  backbone  of 
the  whole  movement.    The  bank  has  470  employees. 

The  largest  single  society  in  Denmark  is  the  Copenhagen  Consumers  Society 
(Hovedstandens  Brugsforehing),  with  a  membership  around  30,000,  about  400 
employees,  92  stores,  and  several  important  productive  enterprises.  The  co- 
operative housing  societies  of  Denmark  are  noteworthy. 

Mutual  insurance  societies  and  a  sanatorium  for  preserving  the  health  of 
its  members  also  lend  strength  to  the  movement.  In  fact,  "  it  is  becoming  more 
and  more  clear  that  in  cooperation  is  to  be  found  the  only  effective  and  legally 
imexceptionable  means  against  the  modern  trusts." 

ICELAND. 

Iceland  has  over  40  societies  with  a  membership  in  some  cases  of  two  and 
three  thousand  each.  It  has  a  union  and  a  wholesale.  Half  of  its  population 
are  supplied  by  the  cooperative  societies. 

FINLAND. 

Finland  has  two  federations  of  cooperative  societies.  The  older,  which  is 
the  General  Cooperative  Union,  or  "  neutral  union,"  has  a  wholesale  called  the 
SDK  It  carries  on  many  manufacturing  enterprises.  The  Central  Union 
of  Distributive  Societies  (the  K.  K.)  is  the  Socialist  Union,  organized  in  1916. 
It  also  has  a  wholesale  (the  O.  T.  K.).  The  two  unions  have  a  membership 
composed  of  over  600  societies,  with  a  total  membership  of  over  33;>,000  indi- 
viduals Since  1917,  when  the  new  union  split  off  from  the  old  union,  the 
growth  of  cooperation  in  Fuiland  has  been  very  rapid.  The  membership  of  the 
old  union  has  decreased  during  the  past  three  years,  but  that  of  the  new  union 
has  increased  to  a  greater  degree.  The  business  of  the  S.  O.  K.  in  1922 
amounted  to  416,600,000  Finnish  marks,*  an  increase  of  17  per  cent  over  the 
preceding  year.  The  total  figures  for  Finland  in  1921  show  788  distributive 
societies,  333  for  purchase  of  agricultural  supplies,  and  775  credit  societies. 
Next  to  Denmark.  Finland  is  perhaps  the  most  highly  organized  cooperatively 
of  any  country. 

NORWAY. 

The  statistics  of  the  Norway  Cooperative  Union  (Norges  Kooperative  Landes- 
forening)  show  114  societies  in  1914,  with  31,000  members,  and  in  1921,  404 
societies  with  93.737  members,  420  distributive  stores,  2,500  employees.  52 
bakeries',  8  butcheries,  6  boot-repairing  shops,  a  flour  mill,  and  several  other 

factories. 

The  Wholesale  Society  of  Norwegian  Distributive  Societies  had  a  turnover 
in  1921  of  nearly  21,000,000  crowns.  The  savings  deposits  in  the  banking  de- 
partment amount  to  2,881,000  crowns;  it  has  48  branches.  The  insurance 
society — "  Samvirke " — has  a  membership  of  100  societies  and  is  doing  an 
increasing  business.    The  wholesale  has  a  margarine  factory,  a  coffee  roastery. 
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and  a  tobacco  factory.    The  output  of  margarine  In  1921  was  1,030,000  klloa. 
The  circulation  of  the  journal  Kooperatorer  is  67,000. 

One  of  the  largest  distributive  societies  is  that  of  Christiania.  It  has  nearly 
6,000  members  and  a  turnover  In  1921  of  over  8,000,000  crowns.  It  has  a  model 
bakery  worked  by  electricity  and  an  up-to-date  sausage  factory.  The  society 
at  Bergen  is  over  40  years  old. 

SWEDEN. 

Sweden  has  a  cooperative  union  (Kooperativa  Forbundet)  with  a  wholesale. 
The  collective  membership  of  its  societies  has  more  than  doubled  since  1914. 
In  1921  it  had  928  affiliated  societies,  with  a  total  membership  of  255,000.  This 
represents  about  80  per  cent  of  the  consumers'  societies  in  Sweden.  Banking 
and  insurance  are  carried  on  by  these  societies  as  well  as  distribution. 

The  fire  insurance  society  "  Samarbete,"  the  accident  insurance  society  "  Val- 
fard,"  and  the  life  insurance  society  "  Folket "  are  all  growing  and  successful 
cooperative  enterprises. 

Konsumentbladet,  the  official  organ  of  the  union,  has  a  circulation  of  85,000. 
Educational  courses  are  given  by  mail  and  in  the  people's  high  schools. 

The  wholesale  society  is  making  steady  progress.  Its  turnover  in  1921  was 
62,000,000  crowns.  In  1922,  by  establishing  its  own  margarine  factory,  it  broke 
up  the  margarine  ring  and  is  saving  millions  of  crowns  to  the  consumers.  In 
1923  it  got  possession  of  a  large  flour  mill  at  Hastholm,  near  Stockholm,  with 
its  own  quay  and  grain  elevator,  with  a  capacity  of  11,000  tons  of  grain.  The 
mill  employs  100  men. 

HOLLAND. 

The  Holland  Union  at  The  Hague  in  1914  had  162  affiliated  societies,  with  a 
collective  membership  of  99,234.  In  1921  the  total  membership  of  the  Central 
Union  of  Holland  Distributive  Societies  (Central  Bond  van  Nederlandsclie 
Verbruikscooperaties)  was  165  societies,  with  161,286  individual  members.  It 
carries  on  educational  work.  One  of  its  publications,  Verbruiker  (the  Con- 
sumer), has  70,000  circulation. 

Outside  of  this  are  a  number  of  consumers'  societies  which  have  a  consider- 
able membership.  The  Holland  Wholesale  in  Rotterdam  (Cooperative  Groot- 
handelsvereeniging  "  de  Handelskamer ")  embraces  385  societies,  with  192,401 
members.  It  has  a  soap  factory,  coffee  roastery,  and  meat-packing  liouse.  It* 
turnover  in  1920  was  14,612,665  gulden. 

The  movement  is  much  split  up  by  political  and  social  factionalism.  Besiiles. 
the  Central  Union,  there  is  a  federation  of  four  diocesan  unions,  having  in  all 
about  30,000  members.  Recently  the  Christian  Distributive  Union  was  formed 
from  Protestant  societies.  The  total  membership  of  all  societies  is  about 
250,CKX).  The  Hague  and  Rotterdam  have  strong  local  societies.  ( See  *'  De  Vol- 
harding,"  Book  I.) 

ITALY. 

The  first  important  distributive  store  in  Italy  was  established  at  Turin  in 
1850.  It  was  modeled  after  the  Zurich  society.  The  British  method  came  into 
favor  about  1880,  and  from  that  time  on  Rochdale  societies  developed  through- 
out Italy.    Most  societies  have  a  bakery  as  well  as  stores. 

Italy  has  many  and  varioUte  cooperative  organizations.  The  Cooperative 
League  of  Italy  (Lega  Nazlonale  della  Cooperative),  with  headquarters  at 
Milan,  was  established  In  1886.  It  has  a  membership  of  3,986  societies,  with  a 
collective  membership  of  about  1,000,000.  This  organization,  besides  con- 
sumers' societies,  contains  about  an  equal  number  of  artisans'  copartnership 
and  agricultural  producers'  societies.  It  is  known  as  "  red,"  and  is  the  only 
one  afliliated  with  the  international  alliance. 

Consumers'  societies  lead  in  the  number  of  members,  the  agricultural  societies 
In  the  volume  of  trade,  and  the  artisans'  unions  In  the  number  of  societies. 
These  latter  partnership,  trades-unions  of  builders  and  laborers,  specialize  in 
labor  contracts  for  road  making,  the  erecting  of  buildings,  canals,  and  railroads. 

The  Italian  Cooperative  Confederation  (Catholic)  is  known  as  "white"  co- 
operation. It  has  about  3,000  distributive  societies.  There  Is  also  the  National 
Cooperative  Confederation  of  Combatants,  known  as  "neutral,"  with  679  dis- 
tributive societies.  There  Is  also  a  Syndicate  of  Producers'  and  Consumers' 
Societies,  of  Fascist  character.  The  largest  societies  are  members  of  the  league. 
The  Milan  society  has  17,000  members  and  107  retail  stores.    The  Trieste 
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society  has  41,000  members  and  101  stores.    Turin  has  19,000  members  and  84 

stores.  „     ,  - 

The  National  Cooperative  Credit  Institute  Is  highly  helpful.    All  classes  of 

societies  compose  the  wholesale. 

The  decision  of  the  Italian  Government  in  1918  as  a  result  of  the  war  to 
establish  Government  cooperatives  to  work  with  the  local  societies  in  Milan, 
Florence,  Rome,  etc.,  in  the  opinion  of  some  "  marks  the  greatest  advance  yet 
made  by  any  Government  in  assuming  responsibility  for  lowering  the  cost  of 
living."  The  decision  of  the  cooperatives  to  receive  State  aid  was,  nevertheless, 
in  direct  conflict  with  the  resolutions  unanimously  passed  at  the  International 
Cooperative  Congress  in  Budapest  in  1904,  and  never  since  rescinded.  When 
the  Fascisti  regime  came  in  the  cooperatives  suffered  severely,  and  learned  that 
depending  on  State  aid  was  an  unmitigated  error. 

Since  1921  the  Italian  societies  suffered  severely  under  the  attacks  of  the 
Fascisti.  This  organization,  with  the  assistance  and  instigation  of  monarchists, 
tradesmen's  organizations,  and  the  other  forces  of  proflt  business,  burned, 
plundered,  and  wrecked  the  property  of  over  150  cooperative  societies  con- 
nected with  the  league  within  the  course  of  six  months.  Forty-five  establish- 
ments were  completely  destroyed  by  fire  within  a  period  of  one  month.  Many 
cooperators  were  killed  and  hundreds  assaulted.  Appeals  to  the  Government 
for  protection  and  redress  were  unavailing. 

Despite  governmental  hostility,  the  cooperative  societies  continue  to  grow 
and  show  the  way  to  a  stable  organization  of  society. 

RUSSIA. 

Russia  before  the  war  was  not  only  weak  in  consumers'  cooperative  societies, 
but  those  that  did  exist  were  discriminated  against  by  the  Government.  The 
war  saw  the  almost  complete  breakdown  of  Russian  industry.  Private  busi- 
ness was  unable  to  meet  the  daily  needs  of  the  population,  and  the  Government 
of  the  Czar  was  forced  against  its  will  to  lift  the  restrictions  which  had  been 
imposed  on  the  cooperatives. 

With  the  growth  of  the  revolutionary  movement  the  societies  increased  un- 
til the  Russian  cooperative  movement  became  the  largest  in  the  world.  Fif- 
teen years  ago  there  were  only  about  5,000  cooperative  societies  of  all  kinds. 
Bv  1919  the  number  had  increased  to  75,000  with  30,000,000  members.  Of 
these  26,000  were  consumers'  societies,  26,000  producers'  societies,  and  23,000 
credit  societies.  The  business  done  by  the  consumers'  societies  in  1919  was 
10,000,000,000  roubles. 

Nothing  was  more  significant  of  the  revolutionary  transformation  of  the 
Russian  Government  immediately  after  the  Czar  was  deposed  than  the  prom- 
inent part  assigned  to  the  cooperators  in  the  national  organization  by  Ker- 
ensky.  The  posts  of  the  Deputy  Minister  of  Agriculture,  Director  of  the  Sup- 
plies Committee,  and  the  Minister  of  Commerce  and  Industry  were  all  filled  by 
leaders  of  the  cooperative  movement.  Cooperation  throve  best  in  Russia  dur- 
ing this  period  between  the  fall  of  the  Czarist  Government  and  the  rise  of 

the  Bolshevikl. 

Up  to  the  period  of  the  second  revolution  the  Moscow  Narodny  (or  Peo- 
ple's) Bank  was  the  heart  of  the  cooperative  movement  of  Russia.  It  consti- 
tuted a  joint  federation  of  local  credit  unions  and  consumers'  and  peasants' 
agricultural  societies.  Shares  were  held  only  by  these  groups.  Its  business 
was  confined  entirely  to  transactions  within  these  societies.  It  did  not  accept 
deposits  from  nor  did  it  advance  loans  to  private  enterprises.  During  the 
year  1917  It  did  a  business  of  6,000,000,000  roubles.  In  November,  1918,  the 
bank  had  a  capital  of  100,000,000  roubles,  and  deposits  amounting  to  600,000,- 
000  roubles.  This  bank  used  part  of  its  funds,  amounting  to  50,000  roubles, 
"for  the  collection  and  preservation  of  art,"  and  granted  57,000  roubles  to 
the  Cooperative  University  of  Shamaosky.  During  the  last  year  of  the  war, 
this  great  institution  quietly  set  aside,  all  told,  400.000  roubles  for  cultural 
and  educational  activities.  While  soldiers  and  diplomats  struggled  for  power 
cooperators  held  aloft  a  torch  of  light. 

The  Russian  agricultural  movement  was  strongest  in  Siberia.  Flax,  hemp, 
furs,  timber,  tar,  and  bristles  were  produced  almost  exclusively  by  the  cooper- 
ators. In  1919  there  were  more  than  1,000  creameries,  producing  95  per  cent 
of  all  the  Siberian  butter,  and  800  related  distributive  societies,  with  a  turn- 
over of  over  a  hundred  million  roubles  annually.  These  societies  very  natur- 
ally conducted  distinctive  stores  for  their  meml)ers.     There  was  a  large  and 
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rapid  growth  of  distinctive  societies  among  the  peasantry,  due  to  the  high 
prices  charged  by  the  village  shopkeepers  during  the  war. 

In  September,  1918  a  cooperative  university  was  opened  at  Moscow.  Over 
a  million  and  a  half  roubles  were  required  to  cover  its  first  year's  budget; 
this  was  contributed  by  the  cooperative  societies  on  a  basis  of  a  percentage  of 
their  turnover.  The  aim  of  this  unique  educational  institution  was  to  train 
cooperative  workers.  Now,  cooperative  high  schools  are  being  opened  in  all 
parts  of  Russia.    They  are  well  attended. 

In  August,  1918,  65  per  cent  of  the  food  of  central  Russia  was  distributed 
through  the  cooperative  movement — the  rest  by  the  local  food  committee  of  the 
Soviets.  The  Central  Union  (The  Centrosoyus,  of  Moscow)  embodied  the  dis- 
tributive and  other  cooperative  societies. 

When  the  Bolsheviki  came  into  power,  the  cooperatives  were  the  chief  in- 
struments of  production  and  distribution.  The  new  government  itself  at  once 
undertook  the  task  of  controlling  the  production  and  distribution  of  food  and 
other  essentials.  Apart  from  the  fact  that  this  followed  from  the  philosophy  of 
the  communists  who  had  acquired  power,  the  blockade  instituted  by  the  Allies 
and  the  breakdown  of  private  industry  made  necessary  central  governmenal 
control  by  the  Soviet  Government. 

Accordingly,  the  Government,  by  various  decrees,  began  to  exercise  control 
over  the  cooperatives.  By  the  decree  of  April,  1918,  every  consumer  was  com- 
pelled to  become  a  member  of  his  local  consumers'  cooperative.  On  March  20, 
1919,  another  decree  effected  the  consolidation  of  all  the  consumers'  societies 
and  stores,  as  well  as  the  cooperative  productive  agencies,  into  one  nation-wide 
consumers'  commune. 

In  1920  all  distributive  agencies,  cooperative  or  noncooperative,  had  been 
taken  over  by  the  State.  The  property  of  the  societies  became  the  property  of 
the  Government.    The  Moscow  Narodny  Bank  was  also  nationalized. 

In  short,  the  vast  network  of  the  cooperatives  in  Russia — consumers,  banking, 
and  agricultural — the  greatest  voluntary  cooperative  movement  in  the  world, 
was  completely  absorbed  by  the  political  state.  As  a  voluntary  movement  it 
disappeared. 

Then  came  the  demonstration  that  socialization  of  industry  can  not  be 
brought  about  by  a  political  government  alone,  which  subject  I  have  discussed 
under  "Cooperation  and  the  political  state."  As  a  result  of  the  failure  to 
function  effectively,  the  Soviet  Government  reestablished  the  autonomy  of  the 
cooperative  societies  by  the  decree  of  April  7,  1921.  The  Controsoyus  again 
became  nominally  independent  of  the  Government.  Again  it  has  become,  as  it 
once  was,  the  chief  central  agency  of  distribution.  But  actual  freedom  from  the 
political  state  does  not  yet  exist.  The  cooperative  societies  are  still  closely 
related  with  the  Soviet  Government's  activities,  although  ostensibly  free. 

All  of  this  control  of  the  cooperatives  by  the  Government  was  made  neces- 
sary, from  the  political  standpoint,  by  the  socialist  philosophy.  A  strong  gov- 
ernment was  needed  also  because  of  the  attacks  which  the  allied  capitalistic 
nations  persistently  and  insidiously  made  upon  Russia  to  prevent  what  they 
feared  might  become  an  example  to  the  world  of  a  democratic  form  of  govern-^ 

ment. 

The  All-Russian  Central  Union  of  Consumers'  Societies,  "Centrosoyus," 
entered  the  field  of  manufacturing  in  1923,  by  establishng  a  coffee  roastery, 
The  development  of  productive  industries  has  continued,  until  now,  10  years 
later,  it  conducts  the  following  manufacturing  enterprises: 

A  confectionary  works  with  an  annual  output  of  2,700  tons  of  candy  and 
chocolate;  a  factory  for  roasting  and  grinding  coffee,  with  departments  for 
packing  tea  and  other  food  products;  a  coffee  factory  with  a  capacity  of 
36,000  pounds  a  day;  a  coffee  factory  with  an  annual  output  of  900  tons  of 
prepared  coffee ;  a  Jam  factory  with  an  annual  output  of  over  700  tons ;  a  group 
of  three  starch  factories  with  an  annual  output  of  4,500  tons  of  starch ;  three 
sirup  and  jam  factories  with  an  annual  capacity  of  15,000  tons;  another 
group  of  nine  sirup  and  starch  factories;  two  flour  mills  (one  at  Rybinsk, 
said  to  be  the  largest  cooperative  flour  mill  in  the  world,  with  a  capacity  of 
450  tons  of  flour  a  day ;  another  at  Saratov  with  a  capacity  of  216  tons  a  day)  ; 
two  grain  mills;  two  oil  mills,  one  with  an  annual  output  of  9,000  tons  of 
vegetable  oil  and  the  other  with  an  output  of  half  that  amount;  a  meat- 
packing factory  with  an  annual  production  of  720  tons  of  sausages  and  cured 
meats;  three  fruit  drying  and  preserving  factories  with  an  annual  output 
of  1,500  tons ;  a  mustard  factory  with  an  annual  output  of  3,250  tons  of  mustard 
oil  and  1,800  tons  of  mustard;  a  soap  factory  with  an  output  capacity  of 
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5,400  tons  of  soap  and  glycerin  per  annum;  another  soap  factory,  which  is 
the  largest  in  southern  Russia,  with  an  annual  productive  capacity  of  18,000 
tons  of  soap  and  8,650  tons  of  oil  cake ;  another  factory  producing  only  house- 
hold and  toilet  soaps;  a  boot  factory  which  is  one  of  the  largest  in  Russia, 
having  an  output  of  300,000  pairs  per  year,  and  employing  800  workmen;  a 
factory  making  500,000  pairs  of  felt  boots  and  100,000  sheep-skin  coats  per 
year;  a  tobacco  fatcory  with  an  annual  output  of  2,700  tons;  a  chemical 
laboratory  at  Moscow  for  analyzing  and  testing  goods  purchased  and  manu- 
factured; a  technical  and  chemical  laboratory  which  carries  on  analytical 
work ;  two  printing  works ;  a  mechanical  workshop ;  a  brick  kiln ;  fisheries  on 
the  Sea  of  Azov,  on  the  Caspian  Sea,  on  the  White  Sea,  and  hunting  sta- 
tions and  factories  for  extracting  fats  and  dressing  skins;  a  peat  bog  near 
Moscow,  yielding  45,000  tons  yearly ;  and  many  other  enterprises,  among  which 
is  a  college  for  training  cooperative  executives. 

Centrosoyus  maintains  an  office  in  London,  New  York,  and  other  important 
centers.  During  the  last  11  months  of  1922  the  London  office  imported  from 
Russia  over  £336,000  of  goods  and  exported  to  Russia  over  £723,000. 

In  January  of  1923  Centrosoyus  comprised  90  provincial  and  regional  unions, 
704  district  unions,  and  27,409  consumers'  societies,  all  having  42,000  stores. 
The  turnover  of  these  stores  in  1922  amounted  to  $50,000,000.  The  central  or- 
ganization, Centrosoyus,  employs  a  staff  of  2,709  people.  Its  affiliated  societies 
have  nearly  250,000  employees.  In  addition  to  the  above  are  4,631  "  volutary  " 
Rochdale  consumers'  societies  with  a  membership  of  3,5(X),000. 

The  total  business  of  Centrosoyus  for  1922  was  36,000,000  gold  roubles  ($20.- 
000.000).  Most  of  this  business  (85  per  cent)  was  with  cooperative  organiza- 
tions ;  and  13  per  cent  was  with  State  organizations.  Most  of  the  goods  were 
purchased  from  State  industrial  plants.  The  organization  acts  as  an  inter- 
mediary to  distribute  State-made  goods  to  the  consumers'  societies. 

The  Moscow  Consumers'  Society  is  one  of  the  largest  cooperative  organi- 
zations in  Russia.  In  November,  1922,  it  had  650,000  members.  It  has  255 
stores,  46  coffee  rooms,  5  flour  mills,  8  bakeries,  2  soap  factories,  13  boot-mak- 
ing and  repair  shops,  8  tailor  shops,  14  hair  dressing  shops,  and  2  theaters. 

,  UKRANIA. 

Ukrania,  in  1920,  had  several  thousand  consumers'  societies,  3,000  banking 
and  credit  societies,  and  less  than  500  agricultural  societies.  The  Union  of 
Consumers'  Societies  carries  on  wholesaling,  printing,  publishing,  auditing, 
banking,  and  insurance.  It  does  much  educational  work.  The  central  finan- 
cial institution  is  the  Ukraine  Cooperative  Bank. 

The  Ukranian  Cooperative  Union  ( "  Wukopspilka  " )  has  signed  a  contract 
with  the  Government  for  the  exploitation  of  the  fishing  industry  in  the  Black 
Sea  for  a  period  of  16  years. 
.  The  "  Wukopspilka  "  and  its  member  societies  in  1922  owned  some  724  in- 
dustrial enterprises,  such  as  flour  mills,  leather  factories,  brick  works,  soap 
factories,  cheese  factories,  printing  works,  and  jam  factories. 

ESTHONIA. 

The  new  Republic  of  Esthonia  has  about  150  consumers'  societies,  with  a 
total  membership  of  20,000.  A  wholesale  was  established  in  1919,  and  is  grow- 
ing rapidly ;  it  is  the  principal  shareholder  in  the  Cooperative  Printing  Society. 
The  Esthonia  Cooperative  National  Bank  was  founded  in  1919  on  the  lines  of 
the  former  Moscow  Narodny  Bank,  to  be  a  central  bank  for  all  cooperative 
bodies. 

LATVIA. 

Latvia  has  a  recently  developed  movement  with  519  consumers'  societies, 
about  half  of  which  belong  to  the  central  union  "Konsusm."  This  union  has 
a  wholesale  with  several  productive  plants,  including  a  tar  factory,  a  fertilizer 
factory,  several  tanneries,  a  saw  mill,  a  flour  mill,  and  a  machine  shop.  The 
national  cooperative  bank  was  established  in  1920 ;  it  has  474  organizations  as 
members.  These  societies  pay  a  savings  return  of  from  10  to  25  per  cent. 
Between  5  and  35  per  cent  of  the  net  surplus  savings  are  used  for  educational 
and  benevolent  purposes. 

Besides  the  above,  there  are  societies  for  housing,  education,  fire  insurance, 
cattle  inspecting,  bee  cultivation,  etc.,  in  all,  some  1,500  societies.  The  hostility 
of  the  Government  since  the  war  has  hampered  progress. 
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In  1914  Lithuania  had  200  consumers'  societies;  in  1920  the  number  had  in- 
creased to  256.  The  Lithuanian  union  in  1921  had  225  aflSliated  societies  and 
the  Shavli  union  of  125  societies  had  about  70,000  members.  The  wholesale 
has  several  warehouses,  a  slaughterhouse,  and  meat-packing  plant.  Lithuania 
has  about  100  credit  societies  and  banks.  There  is  also  a  central  cooperative 
bank,  and  the  Jewish   Central   People's   Bank. 

BULOABIA. 

Since  the  special  law,  passed  in  1907  in  the  intereet  of  cooperative  societies, 
cooperation  in  Bulgaria  has  made  constant  progress.  In  1907  there  were  re- 
ported 100  societies  of  all  kinds.  In  1912  this  number  had  increased  to  1,100. 
In  1922  there  were  1,862  societies  (512  distributive,  1,077  credit,  and  273  sell- 
ing and  agricultural).  The  Central  Cooperative  Bank  has  aflBliated  with  it 
993  societies — 862  credit  societies,  64  distributive  societies,  and  27  others. 
The  credit  societies  render  great  service  to  the  agricultural  population. 

GBEECE. 

The  approaches  to  cooperation  in  Greece  have  been  through  the  workers' 
guilds  and  copartnership  productive  societies  and  in  agricultural  societies. 
A  law  passed  in  1915  gives  special  consideration  to  cooperative  societies; 
exemption  from  State  and  local  taxes  (such  as  income  tax,  tax  on  real  estate, 
etc.).  The  Government  gives  rewards  to  persons  who  organize  cooperative 
societies  which  are  successful  and  enduring.  Rewards  are  also  granted  to  in- 
dividuals who  devote  themselves  to  working  in  the  cooperative  movement. 
Courses  on  cooperation  are  given  in  the  public  schools.  But  most  of  this  work 
is  in  the  interest  of  producers'  copartnership  enterprises.  The  distributive 
movement  is  slowly  taking  form  from  these   beginnings. 

POLAND. 

In  1921  Poland  had  four  different  national  unions  of  consumers'  societies. 
The  Union  of  Polish  Consumers'  Societies,  founded  in  1911,  is  the  largest.  It 
comprises  1,049  societies,  with  a  total  membership  of  348,500. 

The  wholesale  department  of  the  union  has  a  number  of  productive  indus- 
tries; among  these  Is  a  soap  factory  which  in  1921  produced  300,000  kilos  of 
soap.  It  has  a  500-acre  farm  for  producing  poultry  and  eggs.  The  publishing 
department  of  tlie  union  puts  out  a  large  periodical  and  other  very  effective 
literature. 

In  1922  the  three  consumers'  societies  In  Warsaw  amalgamated  to  form  the 
present  society  with  a  membership  of  11,236,  its  own  bakery,  and  24  stores. 
The  deplorable  state  of  students  and  teachers  In  schools  and  universities  has 
resulted  in  the  development  of  "  scholars'  cooperative  societies  "  In  most  insti- 
tutions of  learning.  When  the  allied  nations  established  the  present  Polish 
Government  a  law  governing  cooperative  societies  was  enacted.  This  law  pro- 
vided that  "  dividends  "  or  savings  returns  of  cooperative  societies  must  not 
exceed  the  interest  rate  of  the  Polish  State  Bank  by  more  than  2  per  cent. 
Cooperative  societies  are  quite  under  the  supervision  and  control  of  the  Gov- 
ernment. 

As  In  many  countries  in  which  the  political  government  is  unsettled,  the 
people  of  Poland  are  turning  to  cooperation  as  the  means  of  expressing  the 
united  social  will.  The  peasants  are  joining  In  "economic  unions"  for  the 
purchase  of  the  things  they  need  and  for  the  sale  of  their  products.  A  stu- 
dent of  recent  Polish  conditions  (Ralph  Butler,  The  New  Eastern  Europe, 
1922)  says:  "Each  union  has  a  social  gathering  once  a  month,  generally 
after  mass  on  Sundays,  at  which  arrangements  are  made  for  insurance,  hire  of 
mchlnery,  purchase  of  fertilizer,  and  the  like  on  cooperative  lines.  Once  a 
year  the  district  holds  a  meeting,  which  for  most  of  the  peasants  Is  the 
principal  event  of  the  year." 

The  same  observer  states  that  the  best  brains  of  the  country  have  been 
turned  away  from  the  political  movement  and  drawn  Into  the  "  economic 
movement "  that  has  lifted  up  a  peasantry  which  was  the  most  degraded  In 
western  Europe.  It  has  given  them  education  In  self-government.  "The 
political  show  which  is  now  being  enacted  at  Warsaw  is  a  puppet  show."    The 
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political  government  will  last  no  longer  than  there  are  bayonets  to  support 
It,  but  the  organization  of  the  people  into  their  cooperative  societies  is  upon  a 
sound  and  enduring  basis. 

The  trend  of  things  Is  Indicated  by  the  election  In  December,  1922,  to  the 
presidency  of  the  Polish  Republic  of  Stanislaw  Wojoischowskl,  who  was  one  of 
the  founders  and  for  many  years  a  director  of  the  union  of  Polish  consumers' 
societies,  chairman  of  the  guild  of  cooperation,  author  of  books  on  copera- 
tion  which  have  had  a  profund  influence  on  the  development  of  the  movement 
In  Poland,  and,  at  the  time  of  his  election,  professor  of  cooperation  in  the 
Commercial  High  School  In  Warsaw. 

BUMANLA. 

Rumania  Is  especially  strong  In  cooperative  banking.  It  has  over  3,0(X) 
popular  credit  banks,  with  a  membership  around  700,000.  These  banks  have  13 
district  federations  with  a  cooperative  credit  banking  central  at  Bucharest, 
established  In  1903.  The  organization  of  consumers'  distributive  societies  has 
made  especial  progress  since  the  war.  In  1921,  the  eight  principal  federations 
of  consumers'  societies,  with  93,000  members,  organized  a  wholesale. 

Bessarabia  is  developing  a  highly  successful  consumers'  movement.  During 
the  two  years,  1920-1922,  twenty-five  societies  were  formed  with  over  6,000 
members.    They  are  federated  In  a  union. 

YUGOSLAVIA. 

This  country,  which  was  created  out  of  the  Kingdom  of  the  Serbs,  Croats,  and 
Slovenes,  In  1921,  had  a  general  cooperative  federation  constituted  of  11  co- 
operative unions  composed  of  a  total  of  3,800  cooperative  societies,  with  a 
collective  membership  of  nearly  1,000,000  Individuals. 

There  Is  a  great  variety  of  societies  based  on  nationalities.  The  union  of 
State  employees'  societies  of  Belgrade  comprises  88  consumers'  societies,  with 
22,000  members.  The  union  of  Serbian  agricultural  societies  of  Belgrade 
comprises  705  consumers'  societies.  Former  Camlola  has  three  unions.  For- 
mer Croatia  had  a  federation  containing  324  consumers'  societies.  Slavonla 
has  a  union  of  177  societies. 

The  largest  society  Is  the  Worklngmen's  Society  of  Lalbach,  established  in 
1895.  It  has  12,000  members.  The  national  union  Is  as  yet  very  loosely  or- 
ganized. 

SPAIN. 

At  the  First  National  Congress  of  Cooperatives  In  Spain,  in  1921,  there  were 
present  200  delegates,  representing  300  societies.  A  national  federation  was 
created.  Besides  distribution,  banks  and  educational  work  are  being  under- 
taken 

In  the  25  or  30  consumers*  societies  In  Catalonia,  there  Is  a  membership  of 
50,000.  In  northern  Spain  Is  a  union  of  35  societies  with  a  total  membership 
of  16,000.  The  consumers'  movement  Is  closely  affiliated  with  the  labor  move- 
ment. 

The  society  of  Madrid  (La  Mutualldad  Obrera)  Is,  perhaps,  one  of  the  best 
examples  of  cooperation  In  Spain.  It  has  over  10,000  members.  The  appli- 
cant must  be  a  member  of  one  of  the  trade-unions  affiliated  with  the  Union 
General  de  Trabajadores.  This  is  the  conservative  federation  of  labor  of 
Spain,  and  has  about  50,000  members  In  Madrid.  The  members  of  the  coop- 
erative society  pays  dues  monthly,  and  he  enjoys  free  medical  service  along 
with  his  other  benefits.  This  society  is  an  object  of  great  pride  to  the  work- 
ers who  have  created  it. 

POBTUOAI.. 

There  was  very  little  to  be  found  of  a  cooperative  moTement  In  Portugal  be- 
fore the  war.  In  1920,  a  national  union  of  cooperative  societies  (Federaco 
das  Gooperatlvas)  was  organized  at  Lisbon  by  delegates  from  25  consumers' 
societies.  In  1921,  the  union  numbered  138  societies  The  wholesale  pur- 
chase of  goods  was  entered  into  by  the  union  in  1020. 
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This  country  has  held  two  national  cooperative  congresses,  at  the  last  of 
which,  in  1920,  30  societies  sent  delegates.  The  delegates  represented  socie- 
ties having  a  total  membership  of  13,722,  with  a  paid-up  capital  of  over  $1,000,- 
000  and  doing  a  businss  of  nearly  $5,000,000  a  year.  The  largest  consumers* 
society  is  the  "  Workers'  Household  Society  "  of  Buenos  Aires,  which  has  a 
membership  of  over  6,000.  Agricultural  credit  societies  are  multiplying.  The 
educational  union  publishes  an  official  organ  and  other  literature.  The 
national  wholesale  is  organized  after  the  method  of  the  British  Wholesale. 

MKXICO. 

The  cooperative  movement  in  Mexico  has  experienced  many  adversities, 
but  still  goes  on.  It  has  suffered  especially  from  being  complicated  with  the 
politics  of  the  government.  In  Yucatan,  the  government  has  undertaken  the 
promotion  of  cooperation  without  a  realization  of  the  difficulties  in  attempt- 
ing the  mixing  of  incompatible  elements. 

AUSTRALIA. 

This  country  has  well-developed  and  extensive  agricultural  marketing  or- 
ganizations out  of  which  the  consumers'  cooperative  movement  is  growing. 
In  New  South  Wales  are  many  societies  with  distributive  stores.  The  New 
South  Wales  Wliolesale  has  a  membership  of  26  societies.  The  movement 
started  in  1S97  witli  the  Wallsend  and  Plattsburg  Society.  Among  the  most 
pr<)si)erous  are  tlie  Kurri-Kurri  Society,  the  Newcastle  Society,  and  the  West 
Wallsend.  The  Maitland  West  Cooperative  Bakery  has  over  1,000  members. 
In  Victoria  are  several  consumers'  societies.  In  South  Australia  is  the 
Adelaide  Cooperative  Society,  established  in  1870,  which  in  1913  had  a  turn- 
over of  $1,000,000.  South  Australia  has  several  other  store  societies.  A  sub- 
stantial cooperative  bank,  organized  in  1905,  is  in  oi^eration  in  Melbourne. 
Thus  scattered  oxer  Australia  are  h  good  number  of  societies,  needing  only 
to  be  federated  into  the  Australian  Union  to  guarantee  their  strength. 

• 

NEW   ZEALAND. 

The  New  Zealand  movement  is  quite  similar  to  that  in  Australia.  There 
are  14  consumers'  societies  with  a  total  membership  of  about  5.000.  The 
Cooperative  Union  and  Wholesale  Society  has  been  recently  formed.  It  pub- 
lishes the  New  Zealand  Cooperator. 

SOUTH    AFRICA. 

South  Africa  has  a  progressive  movement  with  successful  societies  in  many 
towns.  A  union  has  been  established,  and  a  wholesale  is  in  process  of  de- 
velopment. 

INDIA. 

The  movement  in  India  Is  largely  in  the  field  of  cooperative  credit  societies. 
The  latest  reports  show  32,000  societies  of  all  kinds  with  a  membership  of 
1,235,891.  Consumers'  distributive  societies  have  been  developed  especially 
since  the  war.  They  receive  much  advice  and  assistance  from  British  Govern- 
ment officials.  In  India  the  movement  is  new  and  of  great  promise.  The 
Bombay  Cooperative  Quarterly  is  one  of  the  best  cooperative  publications  in 
the  world. 

JAPAN. 

The  cooperative  movement  in  Japan  originated  first  among  the  farmers  and 
small  producers.  Most  societies  are  credit  cooperatives.  Consumers'  societies 
consist  chiefly  of  agricultural  purchasing  organizations;  they  purchase  com- 
modities and  materials  required  for  the  farmers'  needs  and  for  their  personal 
and  domestic  consumption.  Fairly  satisfactory  State  laws  regulate  these 
societies. 

Many  of  these  organizations  are  allied  with  the  religious  observances  of  the 
people.    Mr.  Alexander  Zelenko  has  told  me  of  finding  cooperative  societies 
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with  their  headquarters  in  the  temples,  in  some  cases  with  their  stores  in  the 
graveyards,  and  combining  the  cooperative  administrative  functions  with  the 
symbolism  and  mysticism  of  their  religious  rites. 

CHINA. 

Not  being  yet  a  commercial  country,  the  Chinese  have  not  felt  the  pressing 
need  of  cooperation.  Only  In  recent  years  has  a  tendency  to  organize  societies 
appeared.  In  1922  the  "Ping  Ming"  Cooperative  Society  was  formed  at  the 
Fuh-Tan  University,  in  Shanghai,  where  students,  professors,  and  townspeople 
have  united.  The  society  publishes  a  weekly  paper,  The  People,  and  conducts 
a  cooperative  bank  and  stores.  Since  this  development  in  Shanghai  the  move- 
ment has  spread  to  other  parts  of  China.  Many  small  cities  have  successful 
cooperative  societies,  which  have  been  promoted  by  students  and  workers. 
Canton  has  a  large  and  flourishing  society. 

CANADA. 

Canada  can  not  be  said  to  have  had  a  cooperative  movement  until  the  estab- 
lishment of  the  Cooperative  Union  of  Canada  in  1909.  This  organization,  a 
federation  of  more  than  a  score  of  societies,  is  devoted  to  education,  guidance, 
standardization,  and  protection  of  the  cooperative  societies.  In  an  agricul- 
tural country  such  as  Canada  the  farmers'  marketing  organizations  naturally 
predominate. 

One  of  the  most  substantial  societies  in  the  Western  Hemisphere  is  the 
British  Canadian  Cooperative  Society  at  Sidney  Mines.  It  has  2,321  members, 
and  does  a  business  in  its  four  branches  of  $552,245  a  year.  During  the  16 
years  of  its  existence,  up  to  1922,  this  society  has  given  back  to  its  members — 
the  workers  of  Cape  Breton — over  $750,000  in  cash  savings  returns  besides  pay- 
ing interest  on  capital. 

Canada  has  given  to  the  cooperative  movement  two  outstanding  figures,  Al- 
phonse  Desjardins  and  George  Keen.  The  first  planted  cooperative  banking  in 
America,  and  the  latter,  against  great  obstacles,  is  pressing  forward  with  educa- 
tion and  the  ideals  of  cooperation. 

THE  UNITED    STATJIS    OF    AMERICA. 

The  first  expressions  of  cooperation  were  found  in  the  cooperative  and  com- 
munistic colonies  which  settled  on  the  land  in  the  latter  part  of  the  eighteenth 
century  and  the  early  part  of  the  nineteenth  century. 

From  that  time  down  to  the  present  there  have  always  been  colonies  in 
which  the  members  attempted  to  carry  on  their  industrial  and  social  life  in 
the  spirit  of  cooperation.  They  have  l)een  occupied  in  farming  and  other  forma 
of  productive  work,  owning  property,  selling  their  produce,  and  buying  In  com- 
mon. They  have  come  and  gone.  Some  of  these  land  colonies  have  succeeded 
commercially  as  businesses,  but  none  have  succeeded  as  social  enterprises, 
because,  if  they  endured,  sooner  or  later  they  became  profit  making  in  character 
rather  than  social. 

The  beginning  of  the  consumers'  cooperative  movement  in  the  United  States 
was  In  1845,  when  the  Workingmen's  Protective  Union  oi)ened  its  first  store 
in  Boston.  Since  that  time  the  working  people  made  continuous  attempts  to 
establish  cooperative  societies.  In  1853  the  International  Industrial  Assem- 
bly of  America,  with  a  membership  of  200,000,  promoted  cooi>erative  enter- 
prises. The  National  Labor  Union  did  the  same  in  1866.  These  were  followed 
by  the  Patrons  of  Husbandry,  the  Grange,  the  Sovereigns  of  Industry,  and 
the  Knights  of  Labor.  By  1877  these  latter  organizations  had  several  hundred 
stores  throughout  the  Eastern  States.  They  developed  also  many  productive 
independent  industries  which  they  called  "  cooperative,"  but  which  were  not 
related  to  the  consumers'  societies.  The  New  England  Protective  Union  at 
one  time  had  400  distributive  stores  extending  throughout  the  Atlantic  States. 

These  old  organizations  were  deficient  from  the  cooperative  standpoint. 
Most  were  lacking  in  the  fundamental  qualities  of  cooperation.  The  others 
tliat  could  be  regarded  as  cooperative  were  so  lacking  in  cooperative  educa- 
tion that  their  members  rarely  understood  the  nature  and  possibilities  of  their 
enterprises.    The  great  majority  failed. 
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The  building  associations  or  "  building  and  loan  associations,"  represent 
another  form  of  early  cooperation  in  the  United  States  which  extends  over  a 
long  period.  The  first  organization  of  this  sort  was  the  Oxford  Provident 
Building  Association,  founded  near  Philadelphia  in  1831. 

Cooperative  banking  and  credit  associations  date  back  also  to  the  early 
part  of  the  last  centwry.  These  early  struggling  societies  were  practically  all 
destroyed  by  the  Civil  War.  In  the  early  part  of  the  present  century  several 
States  enacted  cooperative  banking  laws,  and  the  movement  slowly  began  to 
spread. 

While  cooperation  was  making  its  remarkable  progress  in  Europe  during 
the'  last  50  years,  it  progre.ssed  very  slowly  in  this  country.  Greater  difficulty 
In  creating  interest  has  always  existed  in  the  United  States  and  the  proportion 
/c»f  failures  has  probably  been  larger  than  in  Europe. 

The  chief  reason  for  this  slow  progress  resides  in  the  fact  that  until  1916 
there  was  no  national  central  source  of  information  and  guidance  such  as 
existed  in  each  European  country;  the  people  started  societies  that  were  not 
really  cooperative  in  method ;  and  they  attempted  to  run  them  without  standard- 
ized information  or  guidance.  Besides  this,  there  are  economic  reasons.  A 
new  country  with  limitless  opportunities  breeds  the  spirit  of  individualism. 
Profit-making  business  and  the  eager  quest  for  the  dollar  dominates  the  public 
«iind.  Each  individual  hopes  to  get  more  than  his  neighbor  in  the  competitive 
struggle.  In  no  country  has  the  urge  of  individual  profit  making  become  so 
;fitrong  and  the  opportunities  so  great. 

In  the  United  States  an  unsocial  individualism  is  taught.  Each  boy  believes 
that  he  may  become  President  or  boss,  or  something  high,  to  which  his  fellows 
.«re  not  to  attain.  Each  is  exhorted  to  "make  his  way";  that  means  to  get 
ahead  of  others.  He  does  not  want  the  others  to  "get  ahead"  along  with 
him,  or  his  purpose  would  be  defeated.  The  result  is  a  psychology  that  is 
opposed  to  working  together  for  the  good  of  all. 

'  Cooperation  in  the  United  States  has  to  do  with  a  mixed  population.  People 
of  alien  races,  with  different  customs  and  languages,  do  not  always  mix  well, 
Ht  least  at  first,  in  a  cooperative  society. 

Besides  the  problem  of  immigration,  fluctuations  of  population  were  caused 
(by  the  newness  of  the  country.  The  people  are  restless.  They  do  not  remain 
•to  live  in  the  neighborhood  where  they  were  born.  Rootlessness  is  an  Ameri- 
<can  characteristic;  the  people  do  not  grip  fast  to  a  locality.  The  presence  of 
frontiers  to  the  westward,  toward  which  a  fluid  population  could  always  keep 
moving,  was  an  obstacle  to  the  stability  necessary  for  cooperative  organization. 
People  who  are  not  long  in  contact  with  one  another,  but  are  always  having 
strange  neighbors,  develop  an  individualistic  suspicious  psychology. 

The  backwardness  of  cooperation  in  the  United  States  is  due  also  to  the 
fact  that  poverty  is  so  overshadowed  by  wealth  that  the  escape  from  poverty 
ahyays  seems  possible  because  of  the  abundance  of  wealth.  Poverty  has  not 
yet  become  conspicuous,  extensive,  conscious,  and  capable  of  boldly  declaring 
itself.  The  people  still  are  ashamed  of  poverty,  and  prefer  to  hide  it  rather 
than  to  organize  it  for  their  own  good. 

The  idea  that  any  man  can  grow  rich  by  his  own  individual  actions  has  deter- 
red people  from  uniting  in  a  projcet  which  is  based  upon  an  acknowledgment 
of  the  need  of  mutual  aid,  and  in  which  the  early  rewards  are  so  meager 
while  the  efforts  are  so  great.  These  American  conditions  are  incidental  to 
a  new  and  wealthy  country.     A  change  can  be  wrought  by  time  alone. 

The  strenuous  competition  among  private  tradesmen  and  the  allurements  of 
advertising  have  won  the  people  to  a  habit  of  shopping  and  bargain  hunting 
until  these  have  become  prevalent  forms  of  American  recreation.  While  com- 
petition has  kept  prices  down  and  has  made  it  possible  to  find  reasonable 
prices,  it  has  prompted  the  tradesmen  to  offer  every  conceivable  inducement 
and  enticement  for  the  sake  of  trade. 

The  United  States  is  the  land  of  the  great  god  "  business."  The  laws  as 
well  as  the  pirbllc  psychology  are  all  adjusted -to  the  profit-making  system. 
The  influential  elements  in  each  community  are  the  "boards  of  trade," 
"merchants'  associatloms,"  and  "chambers  of  commerce."  These  organiza- 
tions are  composed  of  the  prominent  citizens.  They  dominate  the  schools,  the 
press,  and  the  public  thought,  as  well  as  the  industries.  And  these  bodies, 
foynd  in  every  community,  are  naturally  opposed  to  the  cooperative  movement 
Evwy  device  coocei^raMe  tliat  can  be  used  by  a  powerful  organization  to 
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-destroy  a  weaker  one  is  resorted  to  by  these  elements  to  suppress  cooperative 
associations. 

Another  serious  hindrance  to  cooperative  progress  has  been  the  multitude 
of  spurious  "cooperative"  societies.  They  vary  from  the  wildest  and  most 
fanciful  schemes  of  well-meaning  persons  to  the  most  unscrupulous  fraudL 
These  enterprises  take  millions  of  dollars  from  working  people,  who  are  left  hos- 
tile to  true  cooperation.  During  the  past  three  years  these  undertakings  have 
been  especially  flagrant.  They  have  capitalized  the  growing  interest  in  coop- 
eration and  sold  the  people  a  poor  imitation.  Some  of  the  promoters  of  these 
ventures  have  been  sent  to  prison;  most  of  them  are  at  large,  organizing 
and  reorganizing  their  spurious  failing  schemes.  These  organizations  follow 
the  chain-store  methods.  This  centralized  plan  of  administration  in  coopera- 
tion invariably  fails.  It  succeeds  in  profit-business,  but  in  cooperation  it  fails 
for  lack  of  democracy,  local  interest  and  efficiency,  when  downright  fraud  is 
not  the  cause  of  the  failure.  The  practical  reason  why  even  the  well-intended" 
among  these  things  have  failed  has  been  because  of  a  central  bureaucracy 
which  has  not  only  Itself  been  ignorant  of  both  cooperative  theory  and  practice 
but  has  kept  the  members  in  ignorance  of  their  own  business  and  of  coopera- 
tion. During  the  period  from  1919  to  1923  twelve  of  these  centralized  under- 
takings failed  from  the  Atlantic  to  the  Pacific.  Over  $18,000,000  has  been  lost 
in  three  years  in  these  ventures  by  deluded  people  who  thought  that  they 
were  promoting  cooperation.  But  still  greater  than  this  is  the  loss  of  th« 
morale  which  the  movement  suffers.  This  is  the  dark  side.  It  should  be 
kept  in  mind  because  the  desire  for  quick  results,  the  contempt  for  patient 
education,  and  the  esteem  in  which  the  get-rich-quick  motive  is  held  in  the 
United  States  will  continue  to  operate  as  causes  of  disaster  unless  the  people 
are  forwarned. 

There  is  a  brighter  side.  For  50  years  there  has  poured  into  the  United 
States  a  stream  of  immigrants  from  countries  having  well-established  coop- 
erative movements.  These  people  have  brought  with  them  not  only  the  knowl^ 
edge  of  what  their  native  societies  were  doing  but  they  have  brought  a 
cooperative  spirit.  There  have  survived  from  the  early  period  many  societies 
scattered  over  the  country.  A  few  of  these  date  back  nearly  40,  and  some 
nearly  50  years.  The  Immigrant  people  have  promoted  cooperation  among 
these  old  societies  until  to-day  cooperative  stores  are  to  be  found  in  almost 
every  part  of  the  country.  Since  1916  expansion  has  taken  place  due  partly 
to  the  stabilization  and  enlargement  of  industry  during  the  war,  partly  to  the 
conspicuousness  of  profiteering  and  the  very  obvious  evils  of  the  profit-making 
economic  system,  and  partly  to  the  work  of  the  cooperative  league  in  promoting 
the  knowledge  of  the  fundamentals  of  cooperation. 

The  farmers  have  done  the  most  of  any  one  class  for  cooperatfon  in  the 
United  States.  This  is  partly  due  to  the  fact  that  until  1921,  the  farmers  were 
the  largest  class.  Unlike  Great  Britain,  Germany,  and  the  other  industrial 
countries  with  a  large  cooperative  development,  it  has  not  been  the  industrial 
workers  but  the  farmers  who  have  taken  the  lead.  Much  help  has  come  from 
the  agricultural  population  who  emigrated  from  Denmark,  Germany,  Norway, 
Sweden,  and  Finland.  But  old  American  stock  has  also  played  a  part  in  this 
development.  The  early  strength  of  the  cooperative  movement  was  in  the 
rural  districts  and  largely  among  the  native  born;  but  in  the  last  few  years 
the  strongest  and  largest  societies  have  developed  in  the  industrial  centers^ 
This  Individual  or  town  movement  is  predominantly  foreign  bom  in  its  leader- 
ship. 

The  Farmers*  Educational  and  Cooperative  Union,  by  its  promotion  of  coop- 
eration, has  rendered  valuable  service.  This  organization  started  in  Texas, 
in  1902,  and  has  now  extended  Into  30  States.  Its  primary  business  is  teach- 
ing the  farmers  how  to  organize  as  producers  to  get  the  best  price  for  their 
product.  But  it  performs  also  the  service  of  teaching  these  same  farmers  how 
to  conduct  distributive  stores.  Usually  the  consumers'  society  is  organized  and 
capitalized  as  a  separate  undertaking.  It  also  carriies  on  cooperative  and 
marketing  enterprises,  and  thus  differs  from  the  Cooperative  League  wliidi 
does  not  finance  or  conduct  societies. 

A  general  view  of  the  distributive  societies  In  this  counti'y  shows  in  the  New 
Bngland  States,  in  lft23,  about  75  distributive  societiies.  A  few  are  the  old 
societies.  Most,  however,  were  established  In  the  present  century.  Tlie 
largest  single  group  is  that  of  about  80  organisations  in  eastern  Massachusetts; 
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most  of  these  are  composed  of  Finns.  They  have  stores,  restaurants,  bakeries, 
and  consumers'  creameries.  In  the  Middle  Eastern  States  are  250  distributive 
societies  chiefly  in  Pennsylvania  among  the  coal  and  iron  workers  and  in  and 
near  New  York  City.  The  Central  States  have  about  100  societies  in  Illinois. 
A  lesser  number  are  in  Ohio  and  Indiana.  Most  of  the  Illinois  organizations 
are  in  the  coal-mining  districts.  Societies  of  this  type  average  about  250 
members,  have  a  turnover  of  $160,000  a  year,  and  pay  saving  returns  of  from 
2  to  7  per  cent  quarterly.    The  Illinois  societies  have  a  wholesale. 

In  northern  Michigan,  Wisconsin,  and  Minnesota  are  over  100  societies  com- 
I)Osed  largely  of  Scandinavians.  The  Cooperative  Central  Exchange  of  Supe- 
rior, Wis.,  is  a  wholesale  composed  of  50  of  these  societies.  Besides  sup- 
plying general  merchandise,  it  manufactures  the  peculiar  bread  and  biscuit 
products  required  by  the  Finnish  societies  all  over  the  country.  This  organi- 
zation conducts  a  school  for  the  training  of  cooperative  executives.  Its 
educational  work  is  most  effective. 

There  are  few  large  societies.  Most  societies  in  the  United  States  have 
under  1,000  members.  Two  societies  in  northern  Michigan,  established  in  1890, 
have  more  than  that  number.  One  of  the  successful  younger  societies  of  that 
district,  organized  in  1912,  has  over  400  members,  owns  its  own  three-story 
stone  building,  operates  a  bakery,  two  meat  markets,  and  four  branch  grocery 
stores,  and  has  a  turnover  of  $300,000  a  year. 

Among  the  northern  and  western  agricultural  States  are  scattered  societies. 
In  1923  Kansas  had  275  consumers'  societies;  Nebraska  about  the  same.  The 
Farmers'  Exchange  at  Omaha  is  the  central  wholesale  of  Nebraska.  These 
societies  distribute  seeds,  flour,  feed,  coal,  groceries,  dry  goods,  clothing,  hard- 
ware, machinery,  and  all  kinds  of  goods.  The  Kansas  union  alone  in  1922 
,  bought  for  its  members  2,403,150  pounds  of  twine  (120  carloads)  for  harvest 
binding  and  191  cars  of  coal. 

The  State  Grange  of  Washington  has  an  effective  cooi)erative  wholesale  in 
Seattle. 

In  the  Southern  States  are  a  few  scattered  societies,  but  the  movement  in 
the  South  is  backward. 

In  the  Pacific  States  the  prosperity  of  the  people  and  the  newness  of  the 
communities  seem  to  have  militated  against  interest  in  cooperation.  A  scat- 
tering of  societies  existed  in  California  the  latter  part  of  the  nineeenth  cen- 
tury. Centralized  methods  with  bad  management  caused  failure.  During 
recent  years  a  few  independent  societies  have  sprung  up  in  the  Pacific  States. 
With  these  as  a  nucleus,  a  sound  development  may  be  hoped  for. 

Certain  racial  groups  are  taking  an  active  part  in  the  promotion  of  coopera- 
tion in  the  United  States.  A  group  that  stand  out  most  eminently  for  their 
idealism  and  efficiency  are  the  Finns.  Their  societies  in  New  York,  in  New 
England,  and  in  the  Northern  States  are  successful.  Other  racial  groups  which 
are  making  their  contributions  to  the  structure  of  cooperation  in  this  country 
are  the  English,  Scotch,  Germans,  Scandinavians,  Jews,  Italians.  Bohemians, 
Poles,  Slovaks,  and  the  people  from  the  Balkan  countries.  Many  societies  are 
composed  largely  or  exclusively  of  these  several  groups. 

Retail  distribution  stores  are  the  most  common  cooperative  enterprises  in  the 
United  States.  There  are  about  3,000  of  these,  with  a  total  membership  of 
about  750,000  and  a  total  turnover  of  about  $100,000,000  a  year.  They  find 
many  difficulties.  It  is  possible  that  the  larger  development  of  cooperation  in 
this  country  must  begin  in  other  fields— banking,  housing,  coal,  milk,  bakeries. 

Cooperative  bakeries  have  been  promoted  especially  by  the  Jews,  although 
many  non-Jewish  societies  have  bakeries.  A  baking  society  in  New  York, 
two  in  New  Jersey,  and  one  in  Michigan — each  has  more  than  1,000.  Bakeries 
are  very  successful. 

House  building  by  cooperative  societies  has  recently  been  attempted,  always 

•  with  satisfaction.    This  is  a  field  in  which  cooperation  is  urgently  needed  and 
in  which  it  could  serve  the  people  most  efficiently  in  this  country. 

Milk  distribution  has  recently  been  developed  to  a  successful  point.  Societies 
in  several  States  have  contracts  with  the  farmers  to  produce  milk  for  them. 

•  They  collect  the  milk,  treat  it  in  their  own  creameries,  bottle,  and  deliver  It. 

.'  .  .Cooperative  credit  and  banking  societies  are  making  headway.     Mass^chu- 
.  setts  and  New  York  have  about  150  societies.    Ten  other  States  have  cooperative 

.l)anking  laws.    Some  of  the  large  labor  unions  are  now  enerjgetically  promoting 

this  cause. 
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Among  other  expressions  of  cooperation  in  the  United  States  are  motion- 
picture  shows,  laundries,  restaurants,  boarding  houses,  hotels,  recreational 
clubs,  schools,  telephone  societies,  and  purchasing  agencies. 

The  United  States  has  no  national  cooperative  wholesale  society. 

In  the  European  countries  the  Catholics  have  their  own  cooperative  societies 

apart  from  those  of  the  Socialists  and  Protestants;  but  in  the  United  States 

there  is  no  division ;  the  Catholics  are  in  the  societies  with  the  other  classes. 

^  It  is  possible  that  America  may  be  able  to  give  to  the  world  its  first  demon- 

-  stration  of  a  national  movement  uniting  all  elements  and  without  creedal  or 

political  antagonisms. 

The  lack  of  a  national  cooperative  organization  has  l)een  the  deficiency  in 
this  country.  To  meet  this  need  the  cooperative  league  was  organized  in  1915. 
and  started  work  in  1916.  with  headquarters  in  New  York  City.  It  is  an 
organization  which  collects  all  possible  information  concerning  cooperation  in 
the  United  States,  makes  surveys  of  failures  and  successes,  publishes  informa- 
tion, gives  advice,  standardizes  methods,  creates  definite  policies  of  action,  pre- 
^  pares  by-laws  for  societies,  drafts  bills  to  be  introduced  in  legislative  bodies, 

promotes  favorable  legislation,  sends  out  advisers  to  societies,  provides  lectures, 
prepares  study  courses,  conducts  a  school,  publishes  books,  pamphlets,  and 
periodicals,  and  in  every  way  possible  promotes  practical  cooperation.  The 
league  is  a  federation  of  cooperative  societies  governed  by  its  constituent 
members.  District  leagues  or  unions  are  also  being  formed  under  its  direction. 
Through  the  league  the  United  States  movement  is  connected  with  the  inter- 
national alliance.  The  first  national  cooperative  congress  held  under  the 
auspices  of  the  cooperative  league  was  at  Springfield,  111.,  in  1918;  the  second 
0\  congress  was  at  Cincinnati,  Ohio,  in  1920,  and  the  third  congress  was  at  Chi- 
cago in  1922. 

The  fundamental  educational  work  which  the  league  is  doing  is  the  great 
need  in  the  United  States.  The  day  of  propaganda  has  passed.  What  is 
needed  is  standardized  information  and  practical  guidance  based  upon  the 
sound  principles  of  cooperation.  This  movement  has  been  so  effectively  stand- 
ardized that  success  and  failure  can  be  predicted  and  controlled. 

Cooperation  will  have  a  difficult  path  in  the  United  States  where  profit- 
^  making  business  is  dominant.    But  fundamental  economic  changes  are  coming. 

•  The  salvation  of  the  people  must  be  by  one  of  two  methods— by  suffering,  per- 
haps associated  with  bloody  revolution,  or  by  education.  Which  of  these  the 
people  of  this  country  will  employ  on  their  way  to  emancipation  remains  to  be 
seen.  It  is  by  the  path  of  education  and  evolution  that  the  cooperative  move- 
ment would  lead. 

THE   INTERNATIONAL    COOPERATIVE    AIXIANCE. 

^  The  International  Cooperative  Alliance  was  founded  in  1892.     Representing 

9  the  application  of  the  cooperative  principle  in  internatonal  relations,  it  is  a 

union  of  the  cooperative  societies  of  all  countries.  The  executive  offices  are  in 
London.  Its  objects  are  (1)  to  collect  information  concerning  cooperative  prin- 
ciples and  methds  in  all  countries  and  to  promote  education  and  propaganda ; 
(2)  to  maintain  friendly  relations  between  the  members  of  the  alliance;  (3)  to 
.  collect  cooperative  statistics;  (4)  to  provide  information  and  to  encourage  the 

study  of  cooperation;  and  (5)  to  promote  trading  relations  between  the  co- 
operative organizations  of  all  countries.  At  the  present  time  the  cooperative 
#  societies  in  over  20  countries  are  federated  into  national  organizations,  and 

these  natoinal  organizations  are  federated  in  the  international  alliance.  The 
significance  of  this  union  is  discussed  in  Book  I  under  "  Internatonalism." 

The  alliance  holds  an  international  cooperative  congress  it  suitable  intenals. 
Such  congresses  have  been  held  at  London  (1895),  Paris  (1896),  Delft  (1897), 
Paris  (1900),  Manchester  (1902),  Budapest  (1904),  Cremona  (1907).  Ham- 
burg (1910),  Glasgow  (1913),  and  Basel  (1921).  The  war  interrupted  the 
congresses  between  the  last  two  dates,  but  during  that  interval  separate  con- 
gresses were  held  by  the  interallied  societies  and  by  the  societies  of  central 

#  Europe.  At  the  Basel  congress  were  400  delegates  from  24  countries,  repre- 
senting a  total  society  membership  of  25,000,000.  The  alliance  is  steadily 
growing  in  membership  and  significance. 

Its  central  committee  represents  24  countries  and  meets  at  regular  intervals, 
while  its  executive  committee  holds  still  more  frequent  meetings. 
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The  delegates  at  this  last  congress  were  elected  by  voluntary  associations  of 
people  in  24  countries  of  the  world,  including  Germany,  Austria,  and  Russia. 
This  was  the  nearest  approach  to  a  true  league  of  nations  that  has  ever 
assembled.  Its  transactions  and  resolutions  were  free  from  the  intrigue  and 
"  diplomacy  "  which  characterized  international  political  assemblages.  Not  one 
act  of  this  great  body  made  for  international  hostility  or  for  the  promotion  of 
the  privilege  of  any  class.  All  of  its  transactions  were  open  and  all  were  In 
the  interest  of  the  great  mass  of  people.  Presidents,  prime  ministers,  generals, 
princes,  and  diplomats  would  have  marveled  at  the  honesty  and  humanity  of 
this  congress.    Yet  few  of  such  knew  of  its  existence  or  were  concerned  for  It. 

The  International  Cooperative  Bulletin,  the  official  organ  of  the  alliance,  pub- 
lished monthly  in  three  languages,  has  been  issued  regularly  since  1908.  The 
work  of  the  alliance  is  a  powerful  factor  in  the  promotion  of  international  union 
and  harmony. 

(The  committee  then  adjourned  until  10  o'clock  a.  m.,  Friday, 
January  18,  1924.) 
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FRIDAY,  JANUARY  18,   1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington^  D.  (7. 

The  committee  met,  pursuant  to  adjournment  of  yesterday,  at 
10.30  o'clock  a.  m.  in  room  326  Senate  Office  Building,  Senator 
George  W.  Norris  (chairman)  presiding. 

Present:  Senators  Norris  (chairman),  McNary,  Capper,  Keyes, 
Gooding,  Ladd,  Norbeck,  McKinley,  Heflin,  Ralston,  and  Johnson* 

(The  statement  of  Mr.  Benjamin  C.  Marsh,  made  on  this  day^ 
is  incorporated  in  the  hearing  of  January  16,  1924,  by  order  of  the 
chairman.) 

(The  committee  adjourned  until  10  o'clock  a.  m.,  Saturday* 
January  19,  1924.) 
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SATUBDAY,  JANUABT  19,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326,  Senate  Office  Building,  Senator  George  W.  Norris 
presiding. 

Present:  Senators  Norris  (chairman),  McNary,  Capper,  Gooding, 
Norbeck,  McKinley,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  The  first 
witness  this  morning  is  Mr.  Dale. 

STATEMENT  OF  ME.  H.  C.  DALE,  ECONOMIST,  TTinVERSITY  OF 

IDAHO,  MOSCOW,  IDAHO. 

The  Chairman.  What  is  your  business,  and  whei-e  do  you  reside, 
Mr.  Dale? 

Mr.  Dale.  I  am  an  economist  by  business  or  profession.  I  live 
in  Moscow,  Idaho.     I  am  connected  with  the  University  of  Idaho. 

The  Chairman.  How  long  have  you  been  connected  with  the  uni- 
versity? 

Mr.  Dale.  Four  years. 

The  Chairman.  What  was  your  business  prior  to  that  time? 

Mr.  Dale.  I  was  engaged  in  the  same  business  in  Wyoming. 

The  Chairman.  Connected  with  the  University  of  Wyoming? 

Mr.  Dale.  Yes,  sir. 

The  Chairman.  How  long  were  you  there? 

Mr.  Dale.  I  was  there  five  years. 

The  Chairman.  Now,  Mr.  Dale,  we  are  considering  the  McNary 
bill  (S.  2012).    I  understand  you  were  interested  in  its  preparation! 

Mr.  Dale.  In  a  very  moderate  capacity. 

The  Chairman.  Have  you  studied  the  question? 

Mr.  Dale.  Yes,  sir. 

The  Chairman.  We  would  like  to  have  you  go  on  and  tell  us  about 
it,  what  it  is,  and  give  us  an}^  information  you  may  desire  on  the 
general  subject. 

Mr.  Dale.  Yes,  sir.  I  might  say  I  represent  in  a  way  two  groups 
of  northwestern  farmers  here.  In  the  first  place,  the  farmers  of 
north  Idaho,  which  is  a  wheat-growing  section,  and  a  part  of  the 
Palouse  country,  which  is  the  big  winter- wheat  area.  Sentiment  in 
that  section  has  been  very  strong  for  some  kind  of  relief  in  the  way 
of  price  stabilization  for  the  wheat  growers.     In  fact,  our  cost  of 
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production  in  that  section  mounted  in  the  last  three  or  four  years 
while  the  price  has  gone  down,  as  it  has  elsewhere. 

I  don't  know  how  far  you  want  me  to  go  into  that  matter. 

The  Chairman.  We  will  not  try  to  interfere  with  you.  We  want 
you  to  be  perfectly  free  to  go  into  any  branch  of  it  you  desire.  We 
do  not  want  to  hamper  you  in  any  way. 

Mr.  Dale.  The  gentleman  who  is  with  me  is  more  familiar  with  the 
cost  end  of  it  from  the  standpoint  of  the  farmer  than  I  am. 

The  farmers,  as  I  said  before,  are  very  much  interested  in  some 
method  of  price  stabilization. 

The  Chairman.  You  raise  winter  wheat  there  ? 

Mr.  Daijj.  Yes ;  we  raise  winter  wheat.  Our  rainfall  ranges  from 
11  to  22  inches,  so  that  ours  is  distinctly  a  summer-fallow  proposi- 
tion. We  raised  last  year,  that  is,  1923,  about  11,000,000  bushels  in 
north  Idaho,  but  we  are  really  geographically  a  part  of  the  Palouse 
country,  so-called. 

The  Chairman.  If  yours  is  a  summer-fallow  proposition,  3'ou 
can  not  raise  a  wheat  crop  on  ground  that  has  produced  wheat  the 
year  before? 

Mr.  Dale.  No,  sir;  it  lies  in  summer  fallow. 

The  Chairman.  You  produce  a  crop  every  other  year? 

Mr.  Dale.  Every  other  year ;  yes,  sir. 

Senator  Gooding.  You  have  to  conserve  the  moisture  ? 

Mr.  Dale.  We  have  to  conserve  the  moisture.  That  is  done- 
usually  by  dragging,  disking,  harrowing,  keeping  down  the  weeds,, 
etc.  Occasionally  a  crop  of  peas  or  some  other  leguminous  crop  is^ 
put  in.  The  yield  is  pretty  fair.  This  year  some  of  our  farmers 
produced  27  bushels  to  the  acre,  and  some  less  than  that.  Twenty- 
seven  is  a  fair  average — a  good  average.  That  is  the  north  Idaho 
situation. 

I  also  speak  on  behalf  of  a  committee  of  farmers  and  business 
men  and  representatives  of  the  intermediate  credit  bank  and  the 
War  Finance  Corporation  in  that  section. 

Last  summer  we  had  a  mass  meeting  in  Colfax,  the  county  seat 
of  Whitman  County,  Wash.,  just  across  the  line,  the  biggest  wheat 
county  in  the  country,  and  at  this  meeting  a  resolution  was  passed 
providing  for  a  committee  to  represent  unorganized  farmers,  bank- 
ing interests,  milling  interests,  and  the  like,  in  that  section,  and  this 
committee  met  in  Spokance  in  December,  1923,  and  undertook 
to  examine  in  considerable  detail  many  of  the  propositions  that  had 
been  put  forward  for  agricultural  relief  in  that  section,  and  the 
plan  which  they  indorsed  unanimously  was  this  so-called  export 
corporation  plan.  1  might  say  that  this  committee  represented  the 
Federal  reserve  bank  in  that  section,  the  intermediate  credit  bank,, 
the  Farmers'  Union,  the  Associated  Farmers,  the  unorganized 
farmers,  and  the  State  of  Washington  Department  of  Agriculture, 
so  that  it  was  a  representative  group  and  one  which  had  the  interest 
of  the  wheat  grower  at  heart. 

In  Idaho  there  has  been  a  very  strong  sentiment  for  Senator 
Gooding's  bill  naturally,  and  we  were  sent  back  here  to  do  what  we- 
could  on  behalf  of  the  measure  which  seemed  most  likely  to  give  the 
results  desired. 

The  Chairman.  This  bill  we  are  considering  is  not  Senator  Good- 
ing's bill. 
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Mr.  Dale.  No,  sir;  I  understood  that. 

The  Chairman.  Does  your  organization  favor  the  Gooding  bill? 

Mr.  Dale.  The  bill  which  I  spoke  of  last  favored  the  export  cor- 
poration plan. 

The  Chairman.  That  is,  the  McNary  bill? 

Mr.  Dale.  The  McNary  bill;  yes,  sir.  I  suppose  one  reason  why 
this  measure  has  appealed  to  that  section  has  been  the  export  feature 
of  it.  We  produced  wheat  for  export  in  our  section  very  largely. 
In  fact,  the  wheat  that  is  grown  in  our  immediate  vicinity  finds  its 
market  in  the  Orient  very  largely. 

The  Chairman.  You  ship  your  wheat  west? 

Mr.  Dale.  Yes,  sir;  our  outlet,  of  course,  is  on  the  Pacific  coast, 
Portland  and  Seattle.  A  considerable  quantity  of  it  reaches  Europe 
by  way  of  the  Panama  Canal.  Some  is  shipped  back  here  to  eastern 
ports  and  then  reshipped  to  Europe,  but  a  considerable  quantity 
goes  direct  to  the  Orient;  that  is,  to  China,  Japan,  Hongkong,  and 
other  ports. 

The  Chairman.  Did  your  committee  give  any  consideration  to  the 

freight-rate  question  ? 

Senator  Norbeck.  This  is  wheat  you  are  speaking  of? 

Mr.  Dale.  Solely  wheat ;  yes,  sir. 

What  was  your  question,  Mr.  Chairman  ? 

The  Chairman.  I  was  asking  whether,  while  you  were  considering 
this  problem,  the  committee  gave  any  consideration  to  freight  rates? 

Mr.  Dale.  Thi^  committee  did  not  give  any  consideration  to 
freight  rates.  There  is  an  organization,  of  course,  in  Spokane,  the 
Intermediate  Freight  Rate  Association,  which  is  very  much  con- 
cerned with  the  volume  of  freight  rates,  and  a  body  which  is  seek- 
ing in  every  way  to  secure  what  they  consider  should  be  just  trans- 
portation rates  for  our  section.  Tliis  committee  felt  that  it  could 
well  center  its  attention  on  one  proposition;  that  is  to  say,  thi^ 
plan  which  is  embodied  in  the  McNary  bill.  I  think  I  might  say, 
though,  that  if  the  committee  had  taken  up  the  question  of  trans- 
portation I  feel  sure  that  they  would  have  favored  some  relief  in 

that  direction. 

Speaking  of  the  export  features  of  our  wheat  production,  of  course 
the  domestic  price  of  wheat  in  our  section  and  everywhere  else  fol- 
lows very  closely  the  Liverpool  price,  and  our  farmers  are  not 
unaware  of  the  fact  that  their  local  prices  follow  the  Liverpool 
price  even  more  closely  than  does  the  Chicago  Board  of  Trade  price 
follow  the  Liverpool  price. 

In  shipping  to  the  Orient  and  shipping  to  the  East  we  do  not  ship 
a  great  deal,  and  what  we  do  ship  goes  in  the  form  of  flour.  It  is 
milled  before  it  leaves  our  section. 

The  pre-war  exports  to  Asia — and  much  of  it  came  from  our  sec- 
tion—were about  9,000,000  bushels  per  year— 9,760,000  was  the  pre- 
war average  of  exports  of  wheat  to  Asia.  In  1923,  last  year,  we  ex- 
ported to  Asia  14,500,000  bushels,  but  in  the  meantime  the  Canadian 

crop 

Senator  Norbeck  (interposing).  That  is  the  exports  for  the  entire 

United  States? 

Mr.  Dale.  That  is  the  exports  for  the  entire  United  States;  yes, 
sir.    We  are  unable  to  segregate  the  exports  by  districts,  but  I  might 
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say  that  in  very  large  degree  the  wheat  that  is  exported  to  Asia 
originates  in  the  Pacific  Northwest. 

Senator  Norbeck.  When  you  speak  of  Asia  you  have  reference  to 
shipments  that  cross  the  Pacific,  I  suppose,  that  reached  Asia 
through  Pacific  ports? 

Mr.  Dale.  We  reach  Asia  to  some  extent  from  the  eastern  coast, 
but  to  a  very  limited  extent. 

Senator  Norbeck.  Those  shipments  from  the  Atlantic  coast  would 
be  also  included? 

Mr.  Dale.  Yes;  but  I  think  they  could  be  discounted.  Most  of  it 
goes  from  Portland  and  Seattle  and  some  from  San  Francisco. 

Senator  GtOoding.  Have  you  a  record  of  the  shipments  from  Can- 
ada by  way  of  comparison? 

Mr.  Dale.  Yes,  sir;  I  was  just  coming  to  that  as  being  significent 
in  this  direction. 

The  Canadian  pre-war  average — that  is,  the  five  years  before  the 
war— -was  153,000  bushels  of  wheat,  a  quantity,  you  see,  which  is 
pr^ically  insignificent. 

le  Chairman.  That  means  that  Canada  does  not  ship  her  wheat 
that  direction? 

Mr.  Dale.  She  did  not  before  the  war;  no,  sir;  but  last  year,  in 
1923,  within  this  past  year,  she  shipped  2,610,000  bushels.  Now, 
that  is  not  a  very  large  amount  of  wheat,  that  is  true,  but  when  you 
compare  it  with  the  amount  she  was  shipping  before  the  war 

Tne  Chairman  (interposing).  It  shows  uie  tendency? 

Mr.  Dale.  It  shows  the  tendency;  and  we  are  constantly  im- 
pressed with  the  importance  of  this  export  feature. 

The  Chairman.  Now,  I  would  like  to  ask  you  there,  if  it  will  not 
divert  you,  and  if  it  does,  we  can  take  it  up  at  some  other  time,  or 
you  can  answer  the  Question  now,  just  as  you  please. 

We  have  had  considerable  evidence  on  the  freight  rates  from  Mon- 
tana, North  Dakota,  and  South  Dakota,  comparmg  the  rates  on  the 
American  side  of  the  line  as  compared  with  the  Canadian  side.  Can 
you  give  the  committee  any  information  now  about  the  rates  from 
Idaho  going  west,  comparing  the  rates  on  the  American  side  with 
those  on  the  Canadian  side? 

Mr.  Dale.  Covering  the  same  distance  ? 

The  Chairman.  Yes. 

Mr.  Dale.  I  am  very  sorry,  sir,  that  I  can  not  do  that. 

The  Chairman.  Do  you  know  whether  there  is  any  difference  in 
them  ? 

Mr.  Dale.  No,  sir ;  I  do  not  know. 

Senator  Ralston.  I  think  there  is  a  difference  recited  in  the  reso- 
lution offered  by  Senator  La  Follette. 

The  Chairman.  Well,  I  did  not  follow  it  closely,  but  I  think  those 
rates  applied  to  eastern  shipments,  and  we  have  had  considerable 
evidence  on  that  point,  Senator.  I  have  made  somewhat  of  a  study 
of  it  myself,  but  I  have  never  gone  into  the  question  of  the  freight 
rates  going  west.  I  don't  know  whether  the  same  rule  applies  there 
that  does  on  the  eastbound  traffic  or  not. 

Senator  McNary.  I  can  get  that  information  for  you,  I  think,  and 
it  would  seem  to  be  interesting  to  have  in  the  record.  Senator,  because 
we  have  already  in  the  record  the  differential  on  eastern  rates. 
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You  want  the  rate  that  covers  that  section  that  would  naturally 
ship  from  the  Pacific  to  the  Orient  their  wheat  ? 

The  Chairman.  Yes. 

Senator  McNary.  I  think  I  can  ^t  that. 

Senator  Capper.  I  think  you  will  find  the  differential  is  prac- 
tically the  same. 

Senator  McNary.  I  would  naturally  expect  it  to  be  that. 

Senator  Capper.  I  have  made  some  inquiry  about  that. 

Senator  McNary.  It  has  a  bearing  on  this  question,  of  course. 

Mr.  Dale.  May  I  say,  then,  by  way  of  summary,  that  our  pre-war 
average  exportation  was  9,760,000  bushels.  This  jumped  last  year 
to  14,500,000  bushels.  The  Canadian  exports,  which  were  trivial 
before  the  war,  163,000  bushels  on  the  average,  have  jumped  to 
2,610,000  bushels  last  year. 

This  does  not,  of  course,  take  into  consideration  the  oriental  im- 
ports from  Australia  and  East  India  and  other  points  of  that  sort. 
It  would  be  interesting  to  segregate  the  Asiatic  imports  by  countries; 
that  is,  that  from  Japan,  Hongkong,  China,  etc.  That  is  practically 
impossible,  for  the  reason  that  a  great  deal  of  wheat  is  reshipped 
from  one  point  to  the  other,  so  that  any  statement  of  total  imports 
includes  frequently  wheat  that  has  been  shipped  into  the  country 
twice,  so  to  speak — that,  is,  reshipped. 

These  figures  I  obtained  since  coming  to  Washington  from  the 
Bureau  of  Foreign  and  Domestic  Commerce  in  the  Department  of 
Commerce.  They,  I  may  say,  are  working  on  this  problem  of  ex- 
ports. I  mention  that.  Senator,  because,  as  I  say,  it  is  the  export 
feature  of  this  thing  that  appeals  in  large  measure  to  the  people  of 
our  section. 

Now,  I  have  not  planned  or  prepared  to  go  in  detail  into  the  econo- 
mic features  of  this  situation.  I  will  simply  conclude  by  saying  that 
our  section  is  very  much  behind  this  particular  measure,  and  we  feel 
that  it  would  give  us  very  much  relief. 

Senator  Gooding.  The  big  part  of  our  export,  of  course,  goes  to 
England. 

Mr.  Dale.  Yes,  sir. 

Senator  Gooding.  Some  to  some  of  the  ports  in  South  America, 
but  our  big  export,  of  course,  is  to  Europe. 

Mr.  Dale.  I  might  say  that  from  the  port  of  Vancouver  their  big 
exports  are  to  Europe  or  to  England. 

Senator  Norbeck.  That  is  by  way  of  the  Panama  Canal? 

Mr.  Dale.  By  way  of  the  Panama  Canal ;  yes,  sir. 

Senator  Kalston.  I  would  like  to  ask  a  question.  Our  exports 
have  increased  as  compared  to  our  pre-war  exports  ? 

Mr.  Dale.  Our  total  exports  of  wheat  have  declined  in  the  last 
three  years 

Senator  Ralston.  Why? 

Mr.  Dale.  May  I  just  conclude? 

Senator  Ralston.  Yes. 

Mr.  Dale.  Our  total  exports  last  year  of  wheat  were  above  the 
pre-war  average.  As  to  the  second  part  of  your  question,  why,  I 
would  say  that  it  is  due  to  at  least  two  things,  or  possibly  three.  In 
the  first  place,  it  is  due  to  the  fact  that  many  sections  of  central  and 
southern  Europe,  and  northern  Europe,  for  that  matter,  which  were 
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big  purchasers  of  our  wheat  before  the  war  are  now  obtaining  their 
wheat  from  other  channels,  a  good  deal  from  Rumania,  which  has 
come  on  the  market. 

In  many  cases  the  purchasing  power  of  the  people  has  so  declined 
that  they  can  not  purchase  the  quantity  of  wheat  they  used  to  pur- 
chase. 

Senator  Ralston.  Is  there  any  way  to  overcome  that  policy  to 
buy  in  foreign  markets? 

Mr.  Dale.  That  is  a  pretty  hard  question  to  answer,  Senator. 
The  restoration  in  some  way  or  other  of  economic  stability  in  Eu- 
rope might  be  one  way  to  secure  that  end,  but  that,  of  course,  opens 
a  very  large  question  of  international  policy,  etc.,  which  I  would 
not  be  competent  to  discuss. 

The  second  reason  why  our  exports  are  falling  off  is  because 
Europe,  and  particularly  England,  the  biggest  wheat  user  in  the 
world,  is  getting  much  of  its  wheat  from  Canada.  Of  course  they 
had  a  very  large  surplus  this  year,  a  very  large  production. 

Senator  Capper.  About  what  is  the  price  of  our  wheat  in  England 
as  compared  with  the  Canadian? 

Mr.  Dale.  Well,  sir,  that  varies,  depending  upon  grades,"  of  course, 
and  whether  it  is  similar — from  18  to  28  cents. 

Senator  Norbeck.  In  favor  of  our  wheat? 

Mr.  Dale.  In  favor  of  American  wheat. 

Senator  Gooding.  From  what  localities? 

Mr.  Dale.  There  again  you  can  not  lay  down  any  definite  point. 
That  would  be  in  the  West,  for  example. 

Senator  Norbeck.  The  ports  of  export  are  about  the  same? 

The  Chairman.  When  it  is  exported  that  difference  is  the  other 
way,  is  it  not;  a  little  higher,  because  it  is  higher  grade? 

Mr.  Dale,  Yes,  sir.  As  I  say,  you  have  to  take  into  considera- 
tion the  question  of  grade.  I  was  trying  now  to  put  the  thing  on 
the  basis  of  the  same  grade  of  wheat.  There  are  so  many  dif- 
ferent factors  entering  into  the  price  of  wheat  that  it  is  difficult  to 
do  that — the  factors  of  quality  and  gluten  content — and  it  is  al- 
ways difficult  to  say  that  wheat  here  is  worth  so  much,  and  here 
it  is  worth  so  much  more  or  less,  because  such  comparisons  are 
frequently  subject  to  a  good  deal  of  interpretation. 

Senator  Gooding.  Do  you  know  anything  about  the  quality  of 
the  wheat  from  Canada  that  goes  into  competition  with  our  wheat 
from  Europe? 

Mr.  Dale.  The  wheat  we  produce  in  our  Pallouse  country  is  in- 
variably of  the  high-gluten  content.  Our  wheat  is  a  soft  wheat, 
and  it  is  not  of  a  particularly  high  milling  grade,  but  it  is  the  sort 
of  wheat  which  can  be  made  into  flour  and  sold  in  the  Orient. 

Senator  Ralston.  I  hope  the  committee  will  not  get  the  idea 
that  I  am  trying  to  get  into  a  tariff  discussion,  but  I  am  trying  to 
learn  what  the  judgment  of  men  like  this  gentleman  is  about  the 
■effect  of  the  tariff  on  wheat  in  this  country  and  the  effect  of  it  on 
theprice  of  wheat. 

The  Chairman.  That  is  a  very  proper  question.  Senator.  I  think 
it  is  all  right.    I  don't  see  any  objection  to  it. 

Senator  Ralston.  Just  to  lie  frank,  I  have  always  labored  under 
the  impression  that  it  did  not  have  any  beneficial  effect,  and  if  I 
am  wrong  I  want  to  know  it. 
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Mr.  Dale.  Well,  sir,  in  my  opinion  the  tariff  on  wheat  has  helped 
to  keep  up  the  price  of  those  wheats  which  come  in  competition 
with  Canadian  wheat. 

Senator  Ralston.  Those  wheats  are  limited  to  what  territory? 
•  Mr.  Dale.  Well,  sir,  some  of  these  wheat  experts  could  answer 
tliat  question  better  than  I.     I  would  say,  roughly,  eastern  Montana 
and  parts  of  North  Dakota  and  Minnesota. 

Senator  Ralston.  That  is,  territory  that  could  reach  Minne- 
apolis ? 

Mr.  Dale.  They  can  reach  that  particular  market;  yes,  sir;  and 
the  conditions  on  one  side  of  the  line  and  the  other  are  not  par- 
ticularly different. 

Senator  Ralston.  What  about  the  great  bulk  of  wheat  that  is 
produced  in  this  country?     What  effect  has  the  tariff  had  on  that? 

Mr.  Dale.  Well,  flour,  of  course,  is  made  by  the  blending  of 
wheats,  so  that  I  would  say  that  the  existence  of  the  present  tariff 
on  wheat  has  probably — I  think  unquestionably,  for  that  matter — 
raised  the  general  level  of  wheat  prices  in  this  country  to  some  ex- 
tent. 

Senator  Ralston.  If  the  price  of  wheat  goes  down  30  cents,  what 
effect  would  the  tariff  have  on  it? 

Mr.  Dale.  Well,  the  price  of  wheat  is,  of  coui-se,  very  largely  set 
in  the  European  markets. 

Senator  Ralston.  And  to  that  extent  the  tariff  would  not  have 
any  effect  on  it? 

Mr.  Dale.  The  tariff  can  not  immediately  affect  the  Liverpool 
price;  no,  sir;  but  the  tariff  can  have  an  influence  in  keeping  out 
quantities  of  Canadian  wheat.  That  is,  it  can  encourage  the  mar- 
keting of  such  wheat,  particularly  in  England. 

Mr.  Ralston.  You  say  that  is  a  vastly  superior  wlieat  to  the 
wheat  we  produce  here  ? 

Mr.  Dale.  No,  sir;  I  would  not  say  vastly  superior.  It  is  supe- 
rior to  the  wheat  which  we  produce  in  Idaho,  in  the  so-called  Pal- 
louse section.  We  use  that  term  to  cover  eastern  Washington  and 
northern  Idaho.     Georgraphically  they  are  very  much  the  same. 

Senator  Ralston.  How  does  that  compare  in  quality  to  the  best 
wheat  produced  in  the  States  of  the  Northwest  ? 

Mr.  Dale.  Would  you  like  to  have  me  make  a  comparison? 

Senator  Ralston.  I  wish  you  would. 

Mr.  Dale.  I  would  say  it  is  inferior  in  quality. 
'  Senator  Norbeck.  Canadian  wheat? 

Mr.  Dale.  No,  sir;  our  own  wheat.  The  wheat  we  raise  in  the 
so-called  Pallouse  section  in  Washington  and  Idaho  is  inferior  to 
the  better  qualities  of  Canadian  wheat,  but  I  am  unprepared,  I  ani 
sorry  to  say,  in  fact  I  have  not  the  information  to  speak  intelli- 
gently on  questions  of  gluten  content  and  the  like  of  wheat. 

The  Chairman.  You  are  comparing  the  wheat  raised  in  the  Pal- 
louse country  with  the  wheat  raised  across  the  line  ? 

Mr.  Dale.  No,  sir;  I  was  comparing  the  Pallouse  country  wheat 
with  the  better  grades  of  wheat  which  are  raised  east  of  the  Rockies. 

Tlie  Chairman.  I  would  like  to  have  you  compare  that  raised  in 
the  immediate  vicinity  of  Canada. 
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Mr.  Dale.  It  is  very  much  the  same. 

The  Chairman.  In  Canada? 

Mr.  Dale.  In  Canada.  They  seem  to  have  the  climatic  conditions, 
and  I  understand  they  are  developing  breeds  of  wheat  and  varieties 
of  wheat  which  promise  very  high  production  for  that  section. 

Senator  Gooding.  I  might  say  to  the  Senator  from  Indiana — and  I 
am  quite  sure  we  are  very  fortunate  in  having  the  Senator  here  tak- 
ing such  a  great  interest  in  this  matter — that  Canadian  wheat  at  Win- 
nipeg usually  sells  for  about  5  cents  a  bushel  higher  than  the  same 
grades  on  this  side;  that  is,  the  same  class  of  wheat.  That  is,  it 
grades  a  little  higher  than  ours,  and  that  is  about  the  difference  in 
the  grading.  For  instance,  when  wheat  was  on  the  free  list  wheat 
was  selling  5  cents  a  bushel  higher  in  Winnipeg,  Canada,  than  ours. 

The  Chairman.  That  was,  I  suppose,  because  of  the  difference  in 
grade  ? 

Senator  Gooding.  A  little  higher.  The  same  class  of  wheat  but  a 
little  higher  grade.    That  is  it. 

The  Chairman.  In  other  words,  the  farther  north  you  get  the  bet- 
ter quality  you  produce  ?    Is  not  that  true  ? 

Senator  Oooding.  No  ;  I  would  not  say  that,  Mr.  Chairman.  That 
pailicular  country  grades  what  is  called  the  hard  wheat. 

The  Chairman.  I  know ;  but  we  raise  hard  wheat  in  Montana  and 
North  Dakota,  also. 

Senator  McNary.  Is  not  the  Minnesota  wheat  superior  to  the  Ca- 
nadian ? 

The  Chairman.  I  understand  not.  I  may  be  wrong  about  that,  but 
I  have  gone  into  it  and  listened  to  other  people  who  have  gone  into  it. 

.Senator  Gooding.  I  think,  Mr.  Chairman,  possibly  the  best  answer 
to  that  is  what  it  brings  on  the  market  at  Winnipeg  and  Minneapolis 
and  in  Europe.  This  quality  of  wheat  is  grown  in  the  Northwest 
mostly,  and  goes  to  the  foreign  markets.  I  have  worked  that  out  to 
find  out,  and  this  is  what  I  have  found  when  wheat  was  on  the  free 
list,  that  the  average  was  around  5  cents  higher  in  Winnipeg  than  on 
this  side  of  the  line.  The  emergency  tariff  bill  increased  the  price  of 
wheat  on  this  side  anywhere  from  15  cents  to  as  high  at  times  as 
*]0  cents  a  bushel,  and  it  has  had  a  considerable  influence  on  the  price 
of  wheat  this  year.  Our  wheat  grown  in  North  Dakota  and  South 
Dakota,  Montana,  and  Minnesota  is  so  near  the  grade  of  Canadian 
wheat  that  it  is  used  to  mix  with  lower  grades  in  this  country  to 
blend  with  to  make  a  merchantable  wheat,  and  is  sold  in  this  country, 
so  far  as  that  is  concerned. 

You  understand  that  from  wheat  coming  from  that  part  of  the 
country  we  make  our  best  grades  of  flour  by  blending.  The  tariff,  I 
understand,  does  not  affect  very  much,  if  at  all,  the  price  of  wheat 
that  we  export  from  the  Northwest.  It  has  had  some  little  influence 
here  in  the  East,  not  more  than  about  2  cents  a  bushel.  Sometimes  it 
is  even  less  than  it  is  in  Winnipeg,  but  generally  it  is  very  much 
above.  This  year,  for  some  reason  or  other,  there  was  8  to  10  cents 
difference  in  the  price  of  the  same  grades  of  wheat  here  in  market 
value  and  in  Winnipeg. 

Senator  Norbeck.  That  is,  in  our  favor  ? 

Senator  Gooding.  In  our  favor.  It  is  usually  sold  at  Liverpool  at 
anywhere  from  9  to  10  cents  a  bushel  less  than  Canadian  wheat,  yet 
this  year  it  is  higher. 
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Tlie  Chairman.  All  right,  Mr.  Dale. 

Mr.  Dale.  That  concludes  what  I  have  to  say. 

Senator  Capper.  I  would  like  to  ask  the  witness  if  he  has  any  fig- 
ures on  the  difference  in  cost  of  producing  wheat — that  is,  the  average 
difference  in  cost  of  producing  wheat  in  Canada  and  in  the  United 
States? 

Mr.  Dale.  No,  sir;  I  have  not.  The  gentlemen  who  will  follow  me 
can  answer  thatw 

STATEMENT  OF  MR.  G.  B.  MIX,  MOSCOW,  IDAHO. 

The  Chairman.  First  state  your  name. 

Mr.  Mix.  G.  B.  Mix. 

The  Chairman.  Where  do  you  live,  Mr.  Mix  ? 

Mr.  Mix.  At  Moscow,  Idaho. 

The  Chairman.  What  is  your  business? 

Mr.  Mix.  I  am  a  farmer. 

The  Chairman.  How  long  have  you  been  farming  ? 

Mr.  Mix.  I  have  always  lived  on  a  farm. 

The  Chairman.  How  extensive  have  been  your  farming  opera- 
tions ?    What  is  the  size  of  your  farm  ? 

Mr.  Mix.  My  farm  is  a  thousand  acres. 

The  Chairman.  All  right.  Now,  go  ahead  and  make  your  state- 
ment in  your  own  way.    Give  us  your  ideas  in  regard  to  this  bill. 

Mr.  Mix.  The  farmers  of  that  country,  and  all  the  people,  of 
course,  are  greatly  interested  in  something  that  will  bring  wheat  up 
to  a  point  where  they  can  make  a  little  profit  out  of  raising  it.  We 
feel  sure,  and  it  is  true,  that  there  has  been  no  wheat  raised  for  the 
last  five  years  that  absolutely  has  not  been  sold  for  less  than  cost 
of  production.  As  the  result,  of  course,  of  its  being  a  wheat  country 
the  farmers  are  getting  in  very  bad  condition  and  the  people  are 
leaving  the  farms.  You  can  not  keep  the  boys  on  the  farms.  They 
can  not  live  as  well  as  the  city  man  does  in  any  way,  and  so  they  are 
very  much  interested  in  some  legislation.  They  do  not  feel  that  this 
situation  has  been  properly  taken  up  and  they  feel  a  lot  of  it  is  legis- 
lative. That  was'the  feeling  in  their  meetings  which  have  been  lately 
held. 

Something  like  a  year  ago  Senator  Gooding  introduced  a  bill  here 
which  has  received  an  enormous  lot  of  discussion  all  over  that  coun- 
try. In  fact  there  have  been  meetings  held  in  almost  every  impor- 
tant place,  and  that  bill,  being  the  bill  that  was  up  before  them  and 
discussed  at  every  meeting,  I  think,  that  I  have  attended— and  I  be- 
lieve I  have  attended  practically  every  one,  except  the  one  out  at 

Spokane,  which  was  much   later  than  the  one  held  before they 

came  out  and  indorsed  the  Gooding  bill  very  strongly,  but  in  being 
sent  back  here  I  Was  sent  back  with  the  thought  that  you  men  proba- 
bly would  not  have  a  fair  chance  to  give  us  the  help  that  we  really 
need,  unless  we  could  at  least  center  our  forces  and  get  behind  some- 
thing ourselves. .  That  is  the  feeling  amongst  the  farmers. 

The  Chairman.  Now,  with  that  feeling  in  mind,  did  you  get  be- 
hind something:  and  if  so,  what  was  it? 

Mr.  Mix.  mil,  after  getting  here,  of  course  the  bill  that  has  just 
been  mtroduced,  the  McNary-Haugen  bill,  seems  to  answer  every 
purpose  that  the  Gooding  bill  does,  and  it  did  not  seem  to  have  the 
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oposition  that  the  Gooding  bill  has,  perhaps  b^ause  it  was  not  in- 
troduced first.  As  the  Gooding  bill  came  out  hrst  it  was  taken  up 
very  violently  by  the  big  newspapers  as  being  economically  unsound 
and  everything  else,  even  though  we  felt  that  the  Governnient  had 
discriminated  in  business  with  everything  else  excepting  agriculture; 
but  when  this  was  brought  up  they  seemed  to  feel  that  it  was  very 

^^The  Chairman-.  The  feature  of  the  Gooding  bill,  that  received  the 
most  criticism  from  the  sources  you  have  mentioned,  was  the  price- 
fixing  feature. 

Mr.  Mix.  Yes;  the  price-fixing  feature. 

The  Chairman.  That  is  involved  in  the  McNary  biU. 

Mr  Mix.  No,  sir ;  it  is  not.  It  is  arranged  on  an  absolute  schedule 
and  can  go  up  and  down  with  other  products;  the  McNary-Haugen 
bill  goes  a  little  further  and  takes  in  other  agricultural  products 
that  can  be  taken  care  of  if  they  get  in  the  position  the  wheat 
farmer  is  in  at  the  present  time,  as  I  see  it.  v,       ,,. 

The  Chairman.  Now,  Mr.  Mix,  getting  back  to  your  Dosition  there 
now  in  Idaho  and  Washington,  wheat  is  your  chief  product,  you  say, 
and  that  is  the  reason,  since  you  have  been  producing  it  all  the  while, 
that  that  country  has  gone  back,  or  at  least  the  farmers  have.  Is 
there,  any  diversification  there?  Is  wheat  the  only  thing  that  is  pro- 
duced? "^  Is  it  adapted  toother  things?^  ...  ^   l   .  .i  •    j-  a 

Mr  Mix.  Yes;  that  country  can  be  diversihed,  but  this  diversihca- 
tion  proposition  is  overestimated  by  a  good  many  people.  You  can 
not  change  over  from  wheat  farming  to  dairy  farming  and  those 
other  things.     It  is  a  question  of  growth,  and  some  men  are  adapted 

to  those  things  and  some  are  not.  ,    j,        .u  -^ 

The  Chairman.  Taking  it  before  the  war,  before  the  campaign 
to  raise  more  wheat,  when  artificial  conditions  existed,  so  that  every 
farmer  was  urged  to  produce  wheat,  had  you  diversihed  then^ 
Mr.  Mix.  We  had  diversified  a  great  deal. 
The  Chairman.  Did  you  lose  any  of  that  diversification  f 
Mr  Mix    We  had  quite  a  few  hogs,  and  we  fed  wheat,  the  only 
thinff  we  raised  to  feed  our  stock.     During  the  war  a  man  that  at- 
tempted to  feed  wheat  to  stock  was  held  up  as  not  loyal  to  the  iiov- 
ernment,  and,  of  course,  the  Government  came  out  and  discouraged 
the  consumption  of  wheat  in  every  way,  and,  of  course,  that  to  a  great 
extent  did  have  its  effect  on  the  country. 
The  Chairman.  Can  you  produce  corn^ 

Mr.  Mix.  No. 

The  Chairman.  Alfalfa? 
Mr.  Mix.  Oh,  yes :  we  can  produce  alfalfa. 

The  Chairman.  Sweet  clover?         .  ,,     ,       .  ,        ,  , 

Mr.  Mix.  We  had  a  great  deal  of  alfalfa,  but  it  was  plowed  up  and 
put  into  wheat  at  that  time.  , 

The  Chairman.  As  a  rule,  has  it  been  a  prohtable  crop^ 
Mr.  Mix.  As  a  food  crop,  it  is,  to  feed  stock,  but  not  to  ship  out. 
The  Chairman.  Do  you  raise  oats,  rye,  and  barley? 

Mr.  Mix.  Yes.  x  j  i.     ^^  '        *u  > 

The  Chairman.  Is  that  country  well  adapted  to  its  growth  ( 

Mr.  Mix.  Yes ;  it  is  well  adapted  to  that. 
The  Chairman.  How  about  your  pastures? 
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Mr  Mix.  We  have  to  make  them  with  sweet  clover. 
The  Chairman.  You  don't  have  any  wild  pasture  ? 
Mr.  Mix.  No  ;  we  haven't.     That  is  purely  a  wheat  country ;  no 

waste  land.     It  is  all  wheat. 

The  Chairman.  The  land,  as  a  rule,  is  rolling  country  ? 

Mr.  Mix.  It  is  a  rolling  country ;  yes.     Of  course  the  farmer  has 

^        to  take  his  chances  on  all  conditions  of  weather  there  12  months  in 

the  year,  and  sometimes  he  gets  a  crop  and  sometimes  he  does  not, 

but  the  amount  of  crop  we  have  been  getting  has  not  had  a  great  deal 

of  influence.    We  have  lost  money  anyway.  ,     ,      ,        ,      , 

The  Chairman.  You  can  not  produce  a  crop  of  wheat  on  land  one 
'     year  after  another,  can  you? 

Mr.  Mix.  No.    They  figure  on  a  crop  every  other  year, 
t  The  Chairman.  So  really  the  wheat  farmer  has  to  have  double 

acreage.     If  he  wants  to  produce  a  hundred  acres  of  wheat  each  year 
he  really  has  to  farm  200  acres  to  do  it? 

Mr.  Mix.  Yes;  and  of  course  he  must  have  some  more  to  take  care 
of  his  stock,  but  they  figure  on  a  crop  every  other  year 

Senator  Gooding.  Did  you  attend  the  Spokane  meeting,  Mr.  Mix, 
at  the  time  Mr.  Meyer  was  there  and  Mr.  Mondell? 

#  Mr.  Mix.  Yes ;  I  did.  .      ^  ^u  ^ 
Senator  Gooding.  I  wish  yon  would  tell  the  committee  about  that 

°^  The  finAiRMAN.  You  mean  Mr.  Eugene  Meyer,  of  the  War  Finance 

Corporation? 
Senator  Gooding.  Yes.  ,  .       .  .  x-  *  *u 

Mr  Mix.  When  they  started  on  this  trip  as  representatives  of  the 

#  country  and  the  Secretary  of  Agriculture,  to  bring  some  assurance 
that  would  be  encouraging  at  least  to  the  farmers,  a  meeting  was 
called  at  Spokane,  and  it  was  largely  attended,  and  at  this  meeting 
these  men  came  out,  of  course,  for  cooperative  marketing  very 
strongly,  and  that  was  discussed  there  from  their  point  of  view  in 
every  way,  shape,  and  form,  but  the  cooperative  marketing  does  not 
take  care  of  this  emergency  right  now.    There  is  no  question  about 

#  that.  The  farmers  will  not  get  together.  It  is  nice  to  talk  alwut, 
but  it  does  not  bring  results  at  the  present  time,  although  ultimately 

it  may  be  the  final  answer.  ,        xi  . 

I  noticed  that  these  men,  in  making  their  report  when  they  got 
back,  claim  in  their  published  statement  that  the  farmers  were  not 
in  favor  of  price  fixing  of  wheat.  I  wish  to  say  at  that  meeting 
the  question  never  was  brought  up,  but  one  person  did  talk  of  the 

#  (hooding  bill,  claimed  that  that  was  the  thing  that  they  wanted,  and 
it  received  much  more  favor  than  any  other  expression  at  the  meet- 
ing. The  general  expression  at  the  meeting  was  that  cooperative 
marketing  would  not  solve  our  present  difficulties  at  all,  because  the 
farmers  need  relief,  and  they  need  it  on  their  coming  crop.  They 
needed  it  on  this  one,  but  they  will  get  by  in  the  hope  that  there 
will  be  something  done  before  the  next  crop  to  help  their  condition. 

#  Senator  Gooding.  Mr.  Mix,  the  rules  and  regulations  put  on  by 
the  Council  of  National  Defense  or  the  Food  Administration  rither 
drove  people  out  of  the  swine-breeding  business  there,  did  they  not  ? 

Mr.  Mix.  Yes,  sir. 

Senator  Gooding.  And  destroyed  it? 
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Mr.  Mix.  Yes,  sir;  because  they  had  nothing  to  feed,  and  they 
simply  got  rid  of  their  hogs  and  everybody  went  into  wheat. 

The  Chairman.  Prior  to  that  time  you  had  l)een  feeding  wheat 
to  hogs? 

Mr.  Mix.  Yes,  sir.  Wheat  is  the  main  crop  there.  Of  course, 
they  raise  some  barley,  but  wheat  is  the  hog  feed  in  that  country. 
If  we  feed  corn  we  have  to  get  it  from  the  Middle  West. 

1  think  at  this  time  the  farmers  feel  this  way:  That  when 
the  price  was  fixed  on  wheat  it  was  selling  at  that  time  at  $2.7'2  in 
Chicago  and  $2.50  in  Moscow,  and  when  the  price  was  fixed  it  im- 
mediately dropped  to  $2.20,  at  which  we  all  sold. 

The  Chairman.  You  did  not  get  $2.20  there,  did  you? 

Mr.  Mix.  I  mean  $2  at  Moscow.  They  sold  it  at  $2.20  in  Chicago. 
It  made  about  $2  there.  Of  course,  that  was  a  loss  that  we  thought 
nothing  of.  We  thought  that  was  all  right ;  but  even  after  the  war 
was  over  and  the  price  was  taken  off,  wheat  again  went  to  $;^  at 
Chicago,  and  had  the  price  of  wheat  not  been  fixed  by  the  Govern- 
ment, wheat  would  have  gone  to  a  very  high  price,  of  coui-se  to  the 
benefit  of  the  wheat  farmer,  and  they  feel  that  of  course  their 
Government,  in  the  way  they  took  care  of  the  railroads — the  rail- 
roads were  taken  back,  and  properly  so,  no  doubt,  and  were  given  a 
6  per  cent  guaranty  for  awhile,  and' later  they  were  allowed  to  make 
a  little  snuiller  percentage,  and  even  in  view  of  the  fact  that  the 
automobiles  and  motor  vehicles  and  all  those  things  came  in  and 
took  part  of  their  business,  yet  they  were  maintained  in  that  way, 
and  the  wheat  farmer  has  lost  in  exactly  the  same  way— the  auto- 
mobile and  truck  have  taken  away  the  demand  for  horses  and  for  the 
oats  and  hay  and  those  things,  yet  he  has  to  suffer  this  as  an  absolute 

loss. 

Senator  Gooding.  Mr.  Mix,  what  is  the  condition  of  your  farmers 
in  that  wonderful  country?  I  would  say,  Mr.  Chairman,  I  doubt  if 
there  is  any  country  in  the  world  that  is  more  productive  than  the 

Pa  House  count  rv. 

The  Chairman.  I  think  that  is  right.  Senator.    I  have  been  there 

myself. 

\Senator  Gooding.  Yes.    It  is  a  wonderful  country. 

Tell  the  committee  the  condition  of  the  farmers  generally  through 
that  country,  the  wheat  growers,  and  that  is  all  they  have  up  there, 
practically,  is  wheat  growere? 

Mr.  Mix.  The  wheat  growers  there,  of  course,  are  mortgaged  uj) 
to  the  fullest  extent  of  what  they  have  been  permitted  to  borrow  on 
their  lands,  and  they  have  borrowed  possibly  $40  or  $50  an  acre 
throughout  that  country.  Our  land  did  not  run  way  up  to  a  high 
figure  during  the  war.  probably  $150  an  acre.  Now,  wheatland, 
figured  from  any  standpoint  from  what  it  would  produce,  is  not 
worth  anything,  and  of  course  that  hurts  the  financing  of  the  people 
in  that  country  very  much.  The  country  is  mortgaged  up,  I  would 
sav,  practically  all  of  it,  and  the  renter  is  entirely  out  of  business, 
so' far  as  that  part  of  it  is  concerned.    Most  of  them  have  already  had 

their  sales. 

Senator  Johnson.  What  is  the  situation  of  your  bankers  in  your 

part  of  the  State  ? 
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Mr.  Mix.  The  banks  in  that  part  of  the  State  are  all  solvent 
and  seem  to  be  able  to  take  care  of  the  farmer  up  to  the  present 
time,  although  they  are  making  no  new  loans  or  anything  like  that. 

Senator  Gooding.  The  wheat  grower  has  been  going  backward 
for  a  number  of  years  now  ? 

Mr.  Mix.  Yes.    He  has  been  going  backward. 

Senator  Gooding.  He  simply  can  not  carry  on  on  the  pi^sent 

cost  of  production?  . 

Mr.  Mix.  No  ;  he  can  not.     His  back  is  right  up  against  the  wall 

now  as  it  is. 

Senator  Gooding.  Are  your  farmers  out  in  that  country  giving 

up  their  farms? 

Mr.  Mix.  Yes;  of  course  they  are  making  every  effort  to  keep 
them  on,  because  the  bankers  do  not  want  their  places.  They  have 
got  to  put  somebody  else  on  to  run  them,  and  they  want  to  keep 
them  on  there  until  thev  can  come  out,  but  people  are  leaving  the 
farms,  and  particularly  the  renters,  who  are  absolutely  up  against  it. 

Senator  Johnson.  What  percentage  of  dairying  is  going  on  m 

your  section? 

Mr.  Mix.  Well,  I  would  not  hardly  know  how  to  fix  that  on  a 
percentage  basis.  Senator,  I  don't  believe.  There  is  quite  a  little 
dairying,  though,  through  that  section,  fully  up  to  the  demand. 
Now,  for  instance,  that  is  true  since  diversification  has  come  in  strong 
and  before  the  war  it  was  a  little  stronger,  and  during  the  war, 
of  course,  they  dropped  away,  but  since  then,  take  a  year  ago,  whole 
milk  at  Moscow  was  selling  at  30  cents  a  gallon.  They  shipped 
in  any  amount  of  cows  there  and  whole  milk  to-day  in  Moscow  is 
selling  at  20  cents  a  gallon,  so  that  there  is  a  very  good  chance 
to  overdo  those  things. 

As  I  say,  those  things  are  a  matter  of  growth,  it  seems  to  me.  You 
can't  change  in  such  a  short  time. 

Senator  Johnson.  Is  there  any  demand  in  your  State,  do  you  think, 
for  more  diversification,  and  is'  there  a  demand  for  any  assistance 
under  the  Coulter  plan  that  you  have  heard  of? 

Mr.  Mix.  Well,  there  would  not  be  up  in  our  particular  section,  no. 
They  are  branching  out  about  as  fast  as  the  country  will  stand,  I 
think,  along  those  lines,  and  at  least  are  financing  themselves  pretty 
well  in  diversification. 

Senator  Gooding.  The  banks  up  there  are  able  to  take  care  of  the 

farmers  along  that  line  ? 

Mr.  Mix.  Yes,  sir. 

Senator  Gooding.  I  think  that  is  true. 

The  Chairman.  Is  there  anything  else  ? 

Senator  Johnson.  We  haven't  had  anything  from  this  witness 
about  stock.    Have  you  got  fair  returns  'from  your  stock  that  you 

sold? 

Mr.  Mix.  The  dairy  cattle  ? 

Senator  Johnson.  No. 

Mr.  Mix.  You  mean  beef  cattle  ? 

Senator  Johnson.  Beef  cattle ;  yes. 

Mr.  Mix.  No.  Beef  has  been  very  low,  as  a  rule.  Beef,  of  course, 
runs  up  and  down  quite  a  little.  By  the  time  you  get  a  bunch  ready 
to  sell  it  drops. 


262 


PURCHASE   AND  SALE   OF   FARM   PRODUCTS. 


PURCHASE   AND   SAL^E   OF   FARM  PRODUCTS. 


263 


Senator  Johnson.  Where  is  your  market  from  your  State?  Is 
Kansas  City  nearest,  or  what  place  ? 

Mr.  Mix.  Of  course,  our  Spokane  market  there  is  close,  and  the 
Portland  market.  Wheat  is  exported  to  a  considerable  extent.  I 
don't  know  that  any  of  it  is  shipped  to  Kansas  City.  I  don't  know. 
There  probably  is  some  of  it.  But  all  of  those  things,  it  seems,  all  of 
the  things  that  the  farmer  has,  are  shipped  almost  in  proportion  to 
wheat. 

Senator  Gooding.  What  is  going  to  happen  to  that  country  if  the 
cost  of  production  remains  where  it  is  and  the  price  of  wheat  is  not 
increased?  What  is  going  to  become  of  that  wonderful  country  up 
there?  You  have  lived  there  from  your  boyhood  and  farmed  there, 
and  you  understand  the  condition  of  that  country,  Mr.  Mix  ?  What  is 
the  future  of  it ;  what  do  you  think  about  it  ? 

Mr.  Mix.  It  would  be  pretty  hard  to  picture  it  as  bad  as  it  probably 
would  be,  because  the  country  would  be  lost  to  production,  because 
they  can  not  maintain  themselves  on  the  farms  and  the  farmers  will 
get  out.    As  I  say,  the  young  men  are  not  staying  on  the  farms. 

Senator  Gooding.  What  price  did  you  pay  in  the  harvest  field  this 

year? 

Mr.  Mix.  We  paid  five  and  six  dollars  a  day.  That  is  for  the  com- 
mon labor,  and  specialized  labor,  of  course,  went  higher.  Labor  has 
been  kept  right  up. 

Senator  Gooding.  What  class  of  labor  are  you  getting  now  i  How 
does  it  compare  in  efficiency  with  what  it  was  before  the  war? 

Mr.  Mix.  Of  course  it  is  not  as  efficient.  Labor  in  that  country  is 
not  as  bad  as  it  was  in  some  places.  Of  course  it  was  scarce,  I  might 
say,  owing  to  the  fact  that  so  many  young  men  who  lived  on  the  farms 
had  gone  to  the  industrial  sections  to  work. 

Senator  Gooding.  The  farmer  boy  generally  has  gone  ? 

Mr.  Mix.  They  are  generally  gone.  We  used  to  get  neighborhood 
crews,  which  is  not  possible  any  more.  They  have  got  to  hire  then- 
help  and  get  them  from  Portland  and  Seattle  and  those  centers. 
They  get  them  to  send  them  men,  and  they  take  what  they  can  get  and 
try  to  hold  them.    That  is  all  there  is  to  it.  ,    , -,      •  i 

Senator  Gooding.  They  are  a  class  of  men  that  can  not  hold  a  job 
on  the  railroads  or  in  the  industrial  communities?  Is  that  the  con- 
dition up  there?  ^ ,   ,  ,,     ^  . 

Mr.  Mix.  Yes.  They  ai-e  not  good  help  at  all.  I  can  give  you  the 
cost  of  production  on  my  place,  which  I  have  figured  out,  if  it  would 
be  interesting  at  all,  of  wheat.    I  can  file  that  with  you. 

The  Chairman.  Tell  us  what  it  is.    You  say  that  is  on  your  farm '( 

Mr.  Mix.  This  is  my  own  farm. 

The  Chairman.  Do  you  keep  books? 

Mr.  Mix.  Yes,  we  do.    We  keep  books  accurately. 

The  Chairman.  Tell  us  about  the  cost  of  production  'f 

Mr.  Mix.  Last  year  I  raised  520  acres  of  wheat.  This  520  acres 
averages  26  bushels  to  the  acre,  which  is  a  fair  average. 

Senator  Johnson.  Is  that  on  irrigated  land? 

Mr.  Mix.  No. 

Senator  Johnson.  That  is  not  irrigated  land? 

Mr.  Mix.  No. 

The  Chairman.  That  is  summer  fallow  land,  Senator. 
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Mr.  Mix.  Yes ;  it  is  summer  fallow  land. 

The  Chairman.  He  could  not  do  that  two  years  in  succession  on 
the  same  land.    You  must  remember  that. 

Mr.  Mix.  No,  sir;  we  would  not  put  this  520  acres  of  land  m 
wheat  two  years  in  succession.    We  summer  fallow  it. 

The  CHAiiiMAN.  They  raise  a  crop  every  other  year,  so  you  must 
count  on  a  man's  farm  being  twice  what  his  acreage  in  wheat  is. 
What  he  raised  wheat  on  this  year  will  be  summer  fallowed  next 

vear. 

Senator  Gooding.  How  would  it  be  if  you  turn  it  around  and  call 

it  13  bushels  to  the  acre? 

Mr.  Mix.  No;  that  would  hardly  do,  for  the  reason  that  summer 
fallowing  expense  is  not  as  heavy  as  in  the  harvest  year. 

The  Chairman.  But  your  taxes,  for  instance,  would  be  the  same? 

Mr.  Mix.  Tlie  taxes  would  be  the  same. 

The  Chairman.  And  the  land  investment  would  be  just  exactly 

the  same. 

Mr.  Mix.  That  is  one  bad  thing.     Of  course,  the  interest  goes 

right  on. 

The  Chairman.  The  interest  on  your  mortgage  does  not  summer 

fallow  ? 

Mr.  Mix.  No.     So  you  would  not  be  far  wrong  in  the  statement 

you  made. 

The  Chairman.  I  wish  you  would  give  us  all  the  items  and  how 

you  figure  the  cost. 

Mr.   Mix.  The   plowing  on   our   place  of  this   particular   land 

amounted  to  $1,456. 

In  working  this  out,  up  to  the  harvest  time  I  have  figured  the 
horses.  We  have  22  horses  on  our  place,  and  we  hire  our  men,  some 
by  the  year,  and  some  by  the  month.  The  plowing  is  $1,456.  The 
harrowing  was  $140.  Drilling  this  520  acres,  one  man  and  six  horses, 
$390.  The  seed,  $858.  We  seed  a  bushel  and  a  half  to  the  acre  out 
there,  and  that  amounts  to  $858.  That  was  figured  at  about  90  cents. 
The  vitriol  for  fighting  weeds  amounted  to  $52.  The  poison  for  the 
ground  squirrel,  which  is  quite  a  pest  in  that  country,  was  $132. 
That  is  the  cost  of  poison  and  liquor.     Taxes  on  this  land  amount 

to  $1,170. 

Senator  Norbeck.  Is  that  for  the  entire  farm? 

Mr.  Mix.  That  is  for  the  entire  farm.     The  taxes  were  $1,170 

for  the  year. 

Binding,  $222.  Of  course,  now,  that  might  appear  cheap  to  you, 
and  it  would  be,  excepting  this,  as  I  say,  we  hire  men.  We  pay 
our  men — one  $85  and  one  $80,  two  men  that  we  keep  all  the  year, 
and  they  figure  just  the  same  at  that  time  when  they  are  working 
at  binding  as  they  would  during  the  winter  months,  when  they  are 
really  not  doing  anything.  So  the  binding  is  $222.  Shocking,  $348. 
Threshing — and  we  own  our  own  threshing  machine  and  all  ma- 
chinery, and  this  is  the  absolute  cost — $1,898.30. 

From  here  on  we  do  not  count  anything  for  our  horses  whatever, 
because  we  have  them  on  the  place.  We  do  not  figure  that,  and 
we  do  not  figure  for  the  administration,  for  my  time,  for  instance, 
on  the  place.  That  is  not  figured,  because  we  don't  have  to  pay  that 
right  out. 


264 


PURCHASE   AND  SALI*:   OF   FARM   PRODUCTS. 


The  Chairman.  Do  you  figure  any  interest  on  your  investment  ? 

Mr.  Mix.  No,  sir ;  we  are  figuring  that  we  own  the  place  absohitely, 
which  we  don't. 

Senator  Ralston.  If  you  had  to  buy  a  new  piece  of  machinery  to 
take  care  of  that  crop  you  would  not  take  that  into  consideration  ? 

Mr.  Mix.  Yes;  we  would  pay  that  out.  This  is  what  money  we 
have  paid  out.    The  horses  we  had  on  the  place  we  have  not  figured. 

Senator  Norbeck.  Have  you  figured  any  rentals? 

Mr.  Mix.  No  ;  fuel,  $347.32 ;  hauling,  $343.80 :  cooks,  for  the  cook 
house,  $312;  groceries,  $762.68.  That,  you  understand,  is  for  the 
cookhouse. 

Senator  Norbeck.  That  is  beside  the  $312  ? 

Mr.  Mix.  Yes,  sir. 

Senator  Norbeck.  That  was  for  labor? 

Mr.  Mix.  That  was  for  the  cooks :  ves,  sir. 

The  meat  bill  was  $334.80.  Sacks 'and  twine,  $1,144.60.  Repairs, 
$377.60.  Workmen's  compensation  and  insurance  was  $393.  That 
all  makes  a  total  outlay  on  this  farm  of  $10,682.10,  and  we  produced 
13,520  bushels  of  wheat,  which  would  make  a  cost  of  79  cents  per 
bushel  figured  as  I  have  figured  it. 

Senator  Ralston.  You  figured  two  hundred  and  some  dollars  for 
binding.    That  was  the  outlay? 

Mr.  Mix.  That,  Senator,  was  the  cost  of  binding.  We  own  the 
machine. 

Senator  Ralston.  It  cost  vou  that  much  ? 

• 

Mr.  Mix.  That  was  the  labor. 

The  Chairman.  He  did  not  figure  in  the  cost  of  the  machine. 
Senator. 

Senator  Goodtno.  No  depreciation  at  all  for  the  machine? 

Mr.  Mix.  No. 

Senator  Goodino.  This  is  ver^'  interesting,  Mr.  Chairman.  I^t 
us  work  this  all  out. 

The  Chairman.  Yes:  let  the  witness  work  it  out. 

Senator  Gooding.  Yes.    Let  us  have  it  all  worked  out. 

Mr.  Mix.  As  I  sav,  that  shows  a  cost  of  79  cents,  and  you  under- 
stand  these  horses  have  to  be  kept  over  the  winter  months,  and  your 
men  are  kept  on  the  place  during  the  winter  months,  and  they  do 
nothing  consttuctive.  They  work  around  on  the  place,  and  we  keep 
ihem  there  to  take  care  of  different  things,  but  this  is  figuring  the 
actual  outlay  that  it  costs  to  raise  13,520  bushels  of  wheat,  owning 
the  land.  We  did  put  the  taxes  in  this,  because  that  has  to  be  paid 
right  out,  but  we  did  not  figure  in  the  interest. 

Senator  Gooding.  No  interest  on  the  investment  at  all? 

Mr.  Mix.  No. 

The  Chairman.  Let  us  see.  There  is  no  interest  on  the  invest- 
ment, there  is  no  interest  on  the  mortgage,  there  is  no  cost  of  any 
machinery 

Senator  Gooding.  Or  depreciation. 

The  Chairman.  No. 

Mr.  Mix.  No  depreciation. 

Senator  Gooding.  And  no  profit ;  and  what  do  you  do  ? 

Mr.  Mix.  No  cost  for  myself  or  my  family,  and  I  milk  cows  and 
"work  on  the  place. 
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Senator  Gooding.  That  is,  you  are  the  general  superintendent  and 
manager? 

Mr.  Mix.  Yes,  sir. 

The  Chairman.  Now,  in  dollars  and  cents  what  did  that  leave  at 
79  cents  a  bushel  ?    How  much  money  did  you  have  left  ? 

Mr.  Mix.  You  see  out  of  the  13,520  bushels  for  this  next  year, 
for  the  500  acres,  I  had  to  save  800  bushels  of  wheat  for  seed,  and  of 
course  that  means  that  for  what  is  left  it  has  left  me  in  the  hole,  s(» 
far  as  that  is  concerned.    It  set  me  back. 

The  Chairman.  Yes;  I  know,  after  excluding  all  the  things  that 
you  excluded,  you  are  still  in  the  hole. 

Senator  Norbeck.  Wliat  was  the  total  value  of  the  wheat  com- 
pared with  your  expenses  as  you  have  counted  them  up  there  I 

Mr.  Mix.  Tlie  average  price  that  this  wheat  would  have  sold  for 
was  about  80  cents. 
.     Senator  Norbeck.  And  it  cost  you  79? 

Mr.  Mix.  Seventy-nine. 

Senator  Norbeck.  Not  counting  the  large  items  of  cost,  such  as 
the  investment  and  your  own  time  ? 

Mr.  Mix.  No ;  not  counting  anything  like  that. 

Senator  Norbeck.  Nothing  foV  the  replacement  of  horses  or  ma- 
chinery as  it  might  occur? 

Mr.  Mix.  I  worked  that  out  that  way  because  I  thought  perhaps 
it  might  be  thought  that  I  was  trying  to  work  it  out  with  the  idea 
of  getting  as  big  a  figure  as  possible,  and  I  worked  it  out  with  the 
idea  of  getting  as  small  a  figure  as  possible. 

Senator  Gooding.  You  have  kept  regular  account  of  your  expense, 
have  you? 

Mr.  Mix.  Oh,  yes,  sir. 

Senator  Gooding.  That  I  have  understood.  I  want  to  say  that 
Mr.  Mix  is  known  as  one  of  the  most  successful  farmers  in  Idaho 
and  the  Northwest. 

Senator  Ralston.  Because  he  makes  a  cent  profit 

Senator  Gooding.  He  is  a  very  thorough  farmer.  The  point  I 
want  to  make  is  that  when  Mr.  Mix  can  not  make  anything  on  a 
farm  nobody  else  can. 

Senator  Johnson.  Mr.  Mix,  there  is  one  item  that  looks  pretty 
high  to  me,  but  maybe  I  am  mistaken.  Maybe  it  should  be  the 
other  way.     You  said  shocking  the  grain — is  that  what  you  meant  ? 

Mr.  Mix.  Yes. 

Senator  Johnson.  That  was  $348.     How  do  you  figure  that? 

Mr.  Mix.  Well,  now,  I  will  tell  you.  If  you  could  get  labor  that 
will  work,  I  imagine  that  would  be  a  little  high.  Senator,  but  we 
hire  these  men  and  pay  them  $5  a  day  and  board. 

Senator  Johnson.  And  you  only  hire  them  for  that  period? 

Mr.  Mix.  Yes,  for  that  time,  and  it  takes  five  men  to  follow  two 
7-foot  binders.  The  straw  was  very  big  this  year,  and  in  fact  bigger 
than  the  crop  would  indicate. 

The  Chairman.  That  represents  what  you  actually  paid? 

Mr.  Mix.  That  represents  what  we  paid  out  for  the  shocking,  ab- 
solutely. 

Senator  Gooding.  I  don't  see  any  item  for  expense  of  hauling  the 
wheat  to  the  elevator. 
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Senator  Johnson.  Yes,  that  is  here. 
The  Chairman.  Did  you  give  that? 

Mr.  Mix.  Yes,  sir.  The  hauling  was  $343.80.  It  would  be  some- 
thing like  6,000  sacks.     We  hauled  it  ourselves. 

The  Chairman.  In  that  hauling  you  have  nothing  for  horses  or 

wagons? 

Mr.  Mix.  No,  nothing  for  horses  or  wagons  or  anything  like  that. 

The  Chairman.  Only  your  actual  hired  help? 

Mr.  Mix.  Yes. 

Senator  Johnson.  During  the  war  time,  when  wheat  was  high, 
but  not  as  high  as  it  would  have  been  if  it  had  not  been  for  the 
price  fixing,  on  a  farm  of  your  size,  under  good  management,  as  a 
matter  of  comparison,  let  us  look  at  the  other  side.  Now,  at  that 
time  you  would  have  made  some  big  profits,  would  you  not,  unless 
you  had  to  pay  unusually  high  in  comparison  with  that  price? 

Mr.  Mix.  Yes.     Ordinarily  you  could  have  made  a  good  profit. 

Mr.  Johnson.  That  is  just  what  I  wanted  to  point  out. 

Mr.  Mix.  But  we  did  not  as  it  was. 

Mr.  Johnson.  You  did  not? 

Mr.  Mix.  No,  we  did  not.  Everything  jumped  in  proportion,  and 
we  went  ahead,  of  course,  and  tried  to  put  in  more  crops.  The  year 
was  somewhat  drier  than  usually  there  and  they  did  not  get  good 
crops,  and  they  bought  more  machinery,  and  of  course  machinery 
more  than  doubled  in  price,  and  all  of  those  things,  and  when  they 
got  through  they  simply  had  not  made  anything,  although  that 
was  not  in  their  minds,  you  know.  The  war  was  what  they,  like 
everybody  else,  were  thinking  of. 

Senator  Gooding.  That  country,  Mr.  Mix,  is  what  might  have  been 
called  a  rich  country  before  the  war,  was  it  not? 

Mr.  Mix.  Yes,  sir. 

Senator  Gooding.  The  people  were  pretty  well  to  do? 

Mr.  Mix.    Yes,  sir. 

Senator  Gooding.  And  generally  out  of  debt? 

Mr.  Mix.  That  was  as  sure  a  productive  country  as  any  country 
can  be.  They  were  generally  out  of  debt,  yes.  Of  course,  the  people 
that  ai-e  not  in  debt  now  are  people  that  don't  live  there,  people 
who  retired  and  moved  to  cities  and  are  renting  their  land. 

The  Chairman.  Do  you  live  in  town  or  on  the  farm? 

Mr.  Mix.  On  the  farm.    I  am  there  nearly  every  day  of  my  life. 

The  Chairman.  Have  you  ever  made  a  comparison  of  these  same 
figures,  including  in  those  the  charges  that  everybody  would  admit 
would  be  proper  charges,  like  interest  charges  and  rental  values 
and  reasonable  pay  for  yourself  and  depreciation  of  the  machinery 
and  cost  of  keeping  the  stock,  etc.  ? 

Mr.  Mix.  Well,  now.  the  Govenimont  conducted  a  survey  through 
that  countrv,  and  they  did  it  very  thorougldy.  They  took  a  num- 
ber of  farms— I  think  something  like  44— and  they  carried  out  all 
of  these  different  features,  and  I  think  they  went  into  it  to  the  last 
thing,  to  berries,  or  anything  that  you  might  use  on  your  table,  and 
it  was  very  much  more  thorough  than  the  average  farmer  can 
work  out,  I  am  sure.  On  our  place  the  cost  of  production  that  year 
that  they  worked  out  was  $1.29  a  bushel,  according  to  their  own 
figures. 
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The  Chairman.  That  is  on  this  same  farm? 
Air  M!ix    Yes  sir. 

Senator  Ralston'.  That  would  make  a  loss  of  the  difference  be- 
tween the  cost  price  and  the  selling  price.     You  sold  for  80  cents, 

didn't  you?  ^  ,  .     .         •      i      4.  on 

Mr.  Mix.  The  average  price  of  wheat  through  there  is  about  8U 

to  82  cents. 

Senator  Ralston.  And  it  cost  how  much  (         ,      ^,       ^  .   j 

Mr.  Mix.  $1.29  was  the  actual  cost  they  figured.  Ihey  tigured,  1 
think,  the  interest  charges  and  those  things  that  would  come  m.  of 
course,  that  a  man  farming  has  to  meet,  and  on  this  survey  it  ran  all 
the  wav  from  this  price,  you  might  say,  up  to  around  $3  per  bushel 
that  wheat  cost.  They  worked  mine  out,  on  this  basis,  at  i{>1.29. 
Senator  Gooding.  Some  as  high  at  $3? 

M^r  J^ix.  Yes. 

Senator  Johnson.  Mr.  Mix,  you  brought  up  what  I  believe  is  a 
pretty  good  point,  and  that  is  when  you  mentioned  that  the  rail- 
roads were  helped  out.  Do  you  believe  that  the  farmers  should  in 
some  way  during  two  or  three  years'  time  be  assisted  in  the  same 
way  to  bring  them  back  on  their  feet? 

Mr.  Mix.  I  certainly  do.  I  don't  see  how  they  can  come  back 
without  it.  Senator. 

Senator  ,Tohnson.  You  think  so? 

Mr.  Mix.  I  believe  that  they  should.  I  believe  that  they  are  en- 
titled to  legislation  to  help  them  out. 

Senator  Johnson.  You  would,  then,  favor,  if  I  understand  you 
right,  some  kind  of  emergency  legislation  to  l>e  in  effect  for  a  pe- 
riod of  two  or  three  years,  anyhow? 

Mr.  Mix.  Yes;  that  long,  anyway. 

Senator  Gooding.  That  country  went  on  record  and  passed  a  res<^>- 
lution  favoring  the  wheat  stabilization  bill? 

Senator  Johnson.  Well,  we  did  in  St.  Paul,  too,  almost  unani- 
mously, a  year  ago  this  spring. 

Senator  Ralston.  Are  you  still  for  it  ? 

Senator  Johnson.  Oh,  I  am  for  it. 

Senator  Ralston.  I  mean  your  people. 

Senator  Johnson.  Oh,  yes,  they  are. 

Senator  Gooding.  The  people  of  Idaho,  Senator,  are  for  my  bill. 
Thev  realize  it  would  give  positive  relief.  But  this,  I  think,  we  gen- 
erally agree  on,  that  a  price-fixing  bill  can  not  be  passed,  or  it  is  verv 
doubtful  whether  it  can  pass  or  not,  and,  of  course,  we  have  to  work 
out  something  that  is  going  to  give  the  farmers  relief,  and  we  want 
to  get  the  best  thing  we  can. 

This  has  got  to  be  done,  to  my  mind,  IxHjause  a  real  emergency 
exists,  as  I  see  the  condition  of  the  wheat  grower. 

Senator  Johnson.  What  I  would  like  to  get  out  of  this  witness  is 
this,  that  the  people  up  there  in  his  State  are  of  the  same  opinion 
as  the  delegates  to  this  price  stabilization  conference  held  m  St. 
Paul.  I  am  not  going  to  go  into  this,  because  we  have  a  witness 
here,  but  the  people  in  answer  to  the  Senator  across  from  me  don't 
believe  in  price  fixing,  but  as  a  matter  of  emergency  legislation  thev 
were  for  it,  you  undei*stand.  They  don't  believe  that  one  single 
industry,  like^  the  railroads,  or  anybody  else,  should  be  helped,  and 
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nobody  else,  but  as  a  matter  of  emergency  they  were  willing  to  help 
out  the  situation  of  the  farmers  to  enable  them  to  get  back  on  their 
feet.  Therefore,  they  were  in  favor  of  the  Gooding  bill,  and  that  is 
just  what  I  want  to  get  out  of  you. 

Mr.  Mix.  That  is  exactly  our  case. 

Senator  Johnson.  And  you  represent  the  farmers  out  there,  and 
the  people  believe  what  you  believe,  not  everyone,  but  as  a  rule? 

Mr.  Mix.  They  are  very  unanimous  out  there,  Senator.  I  think 
they  are  practically  unanimous. 

Senator  Johnson.  That  is  what  I  want. 

Mr.  Mix.  They  are  practically  unanimous,  I  would  say,  behind 
that  idea. 

Senator  Johnson.  Another  thing.  You  have  lived  out  there  for 
a  number  of  years.  Have  the  farmers  been  very  much  in  favor,  or 
have  they  backed  cooperative  marketing  and  other  cooperative  enter- 
prises to  assist  them,  and  so  on? 

Mr.  Mix.  No;  they  have  not.  Not  very  much.  They  have  not 
gotten  into  that.  They  figure  this  way,  that  temporary  relief  now 
would  probably  put  them  in  shape  so  that  they  would  look  forward 
with  some  hope  of  getting  together  on  those  things,  but  the  farmer 
is  not  in  a  state  of  mind  now  to  go  to  and  ask  him  to  pay  a  dollar 
to  join  anything,  like  they  would  have  to  do.  It  means  an  organi- 
zation, as  I  understand  it,  of  course,  and  all  getting  together,  and 
they  are  in  just  this  situation :  They  are  not  of  that  state  of  mind 
at  this  time. 

Senator  Gooding.  They  are  very  much  discouraged,  are  they  not? 

Mr.  Mix.  They  are  very  much  discouraged ;  yes,  sir. 

Senator  Johnson.  Your  neighbors  have  not  been  in  Mr.  Jewett's 
organization  or  any  other  pooling  proposition  in  order  to  market 

their  grain  ? 

Mr.  Mix.  The  wheat  growers  have  considerable  strength,  yes, 
out  through  that  country.  I  misunderstood  you  if  that  is  the  ques- 
tion you  asked  a  while  ago. 

Senator  Johnson.  Yes;  that  is  what  I  asked  you. 

Mr.  Mix.  Yes ;  they  have  some  strength  out  through  that  country. 

Senator  Johnson.  But  you  agree  that  that  organization  or  any 
other  organization  has  not  been  successful  in  securing  very  much 
benefit  for  you  ? 

Mr.  Mix.  Not  up  to  the  present  time,  I  would  say.  We  haven't 
gotten  into  it  strongly  enough  for  that. 

Senator  Johnson.  Of  course  they  are  not  to  blame  for  that,  be- 
cause circumstances  were  such  that  they  could  not  help  themselves. 

The  Chairman.  Will  you  hand  the  statement  referred  to  in  your 
remarks  to  the  stenographer,  to  be  incorporated  in  the  record? 

Mr.  Mix.  Yes,  sir. 
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(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 
Five  hundred  and  twenty  acres  wheat.  26  bushels  to  the  acre. 


Plowing $1,456.  00 

Harrowing 140.  00 

Drilling       (man      and      6 

horses) 390.  00 

Seed    (1^   bushels) 858.00 

Vitriol 52.00 

Poison 132.  00 

Taxes 1, 170.  00 

Binding 222.  00 

Shocking 348.  00 

Threshing 1,  898.  30 


Fuel $347.  32 

Hauling 343.  80 

Cooks 312.00 

Groceries 762.  68 

Meats .334.80 

Sacks  and  twine 1. 144.  60 

Repairs 377.  60 

Workmen's  compensa  t  i  o  n 

and  insurance 393.  00 


.79 


10,  682. 10 


13,520  )  10.682.10 
9,464.0 


1,218.10 
1,216.80 


1.30 

This  does  not  include  the  rancher's  own  time,  nor  his  22  head  of  horses  and 
the  wagons  during  threshing. 

Tlie  Chairman.  Is  that  all,  gentlemen  ?  If  so,  I  think  Mr.  Jewett 
is  the  next  witness. 

STATEMENT  OF  MR.  GEORGE  C.  JEWETT,    GENERAL  MANAGER 
AMERICAN  WHEAT  GROWERS'  ASSOCIATED,  SPOKANE,  WASH. 

Mr.  Jewett.  My  name  is  George  C.  Jewett.  My  home  is  Spo- 
kane, Wash.  I  am  general  manager  of  the  American  Wheat  Grow- 
ers' Associated.  That  association  maintains  offices  at  Portland, 
Oreg. ;  Seattle,  Wash.;  Spokane,  Wash.;  Minenapolis,  Minn.;  Du- 
luth,  Minn.;  Omaha,  Nebr. ;  Kansas  City,  Mo.;  and  Sterling,  Golo. 

We  are  a  cooperative  marketing  institution,  operating  on  what  is 
termed  the  commodity  plan  or,  in  other  words,  the  pooling  plan. 

Senator  McNary.  May  I  ask  you  right  there,  in  how  man}-  States 
does  your  organization  operate? 

Mr.  Jewett.  We  operate  in  nine  States.  Do  you  wish  me  to 
enumerate  the  States? 

Senator  McNary.  I  would  like  to  have  that  for  the  record,  yes. 

Mr.  Jewett.  Oregon,  Washington,  Idaho,  Montana,  North  and 
South  Dakota,  Minnesota,  Nebraska,  and  Colorado. 

We  have  been  in  operation  for  four  years.  We  have  assembled 
a  membership  of  approximately  65,000  wheat  growers.  During 
these  four  years  we  have  given  a  very  careful  study  to  the  wheat  sit- 
uation and,  as  incident  thei'eto,  to  the  general  farm  situation. 

For  the  last  two  years  there  has  been  crystallizing  within  our  or- 
ganization a  strong  unified  sentiment  in  favor  of  the  substance  of 
the  bill  you  have  before  you — Senator  McNaiy's  iDill. 

There  were  some  who  favored  a  price-fixing  bill;  some  who  fa- 
vored Senator  Gooding's  bill,  and  some  who  did  not.  I  think,  how- 
ever, it  is  fair  to  say  that  all  elements  have  finally  ciTstallized  their 
views  in  the  measure  before  us.    We,  in  our  cooperative  movement, 
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have  learned  to  realize  what  we  can  hope  to  do  and  what  we  can 
not  hope  to  do.  We  fully  understand  that  there  is  a  situation  in  a 
commodity  that  produces  a  surplus  that  we  can  not  reach. 

In  other  words,  a  commodity  that  produces  a  surplus,  that  sur- 
plus must  be  sold  on  the  markets  of  the  world.  When  that  is  the 
situation  I  think  everyone  is  agreed  that  the  price  available  for  the 
surplus  in  the  markets  of  the  world  becomes  the  price  available  for 
the  total  crop,  both  domestic  and  in  foreign  markets.  That  is  spe- 
cifically true  in  wheat,  with  a  very  minor  exception  as  might  be  ap- 
plied to  our  hard  spring  wheat  States,  which  Produce  soinewhere 
around  one  hundred  to  one  hundred  and  twenty-five^  imllion  bushels 
of  wheat  on  an  average.  That  particular  grade  of  wheat  takes  a 
price  usually  above  thi  world's  level,  but,  to  quite  an  extent  regu- 
Fatod  by  the  price  of  the  so-called  export  wheat  which  sets  the  base 
on  which  the  whole  wheat  price  structure  is  built. 

We  realize  that  our  pre^nt  difficulties  are  on  acount  of  the  lack 
of  purSng  power  of  the  commodity  We  are  producing,  as 
usuri%ut  we  are  not  receiving  a  price  in  keeping  ^TJ^t^  g?,^«^;al  «^^^ 
ditions,  and  the  cost  of  production.  In  many  sections  the  price  is 
Zhiei  but  not  any  higW  than  it  was  in  pre-war  times,  but  the 
^st  of  production,  of  course,  as  the  committee  underetands,  is  ma- 
teriaUy  chS^d.    It  is  the  ^lative  that  is  causing  the  widespread 

^''Z  duScarry  me  over  the  nine  States  enumerated.  In  addi- 
tion I  havtbeen  In  numerous  other  States  where  movements  of  the 
charvcter  of  ours  are  now  being  developed.  I  have  had  occasion  to 
^t,  dv  the  situation  very  closely  I  have  attended  hundreds  of  farm- 
e  ASnS^where  this  subject  has  been  the  main  subject  of  discus- 

^i^n.  and  aftW  meetings  iany  and  varied  '^^^'^Xl^Vt^^^ 
wore  developed     I  think  I  am  very  safe  in  saying  that  the  distiess 
«Tot  locahzed;  that  it  is  not  a  distress  incident  to  wheat  territory, 
niUt   ^a  uniform  situation  with  very  few  exceptions.    \io^f^^ 
he  Ea^rn  States  that  the  situation  of  the  farm«-  is  not  far  dif- 
ferent from  that  of  the  farmer  in  the  Western  States. 

I  find  in  sections  which  are  termed,  and  rightfully  so,  diverafied 
sections,  there  is  no  prosperity.  Pure  dairy  sections  «re  f  tt«ig  aknf 
fairly  well.    The  wool  men  are  doing  fairly  well.    But  that  pretty 

"  WeTnk  Ss'biU VaX'Jimmittee  has  before  it  is  a  sound,  sub- 
stantial relief  i.easure,  and  not  only  a  relief  for  wheat  but  likewise 
n  relief  for  other  agricultural  commodities  It  is  a  relief  based.on 
hri^lf -help  principle  which  the  American  farmer  likes  to  r^ognize 
it  is  not  asling  for  a  Government  subsidy  in  any  respect.  It  is  m,t 
Jskfnglor  mofe  than  the  establishment  of  the  pre-war  ratio  The 
f  irmer  wants  to  l>e  placed  back  in  the  same  relative  position  he  was 
=n  nrior  to  the  war.  a  time  when  American  agiiculture  was  getting 
;Vng  qul^  satilfactorily,  and  under  a  like  condition  undoubtedly 
wniilfl  ffet  alone  satisfactorily  in  the  future. 

Thi  measure  is  an  emergency  measure.    It  has  a  maximum  dura- 
tion of  W  years.    It  may  be^abrogated,  aboli.shed,  earlier  than  that,  as 
e  provisfon  of  the  bill  provides!'  It  sets  up  an  export  commission  as 
no  cv-finding  board.    It  sets  up  an  export  corporation,  to  be  capi- 
laCl  wiSi  a  callable  capital  of  $200,000,000  as  a  >>"Siness  and  op- 
■ratlve  board.    It  provides  adequately,  we  believe,  for  the  handling 
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di  the  surplus  wheat  crop  and  the  surplus  crop  of  any  other  like 
major  commodity  that  may  come  within  the  scope  of  the  bill.  There 
are  provisions  whereby  any  major  commodity  may  be  brought  within 
the  scope  of  the  bill  when*  a  condition  such  as  now  prevails  in  wheat 
exists.  In  other  words,  when  the  condition  is  such  that  the  conmiod- 
ity  is  being  produced  to  the  extent  that  there  is  a  surplus  that  must 
go  on  the  markets  of  the  world  in  competition  with  other  countries 
producing  under  diifferent  and  somewhat  varied  circumstances,  and 
by  going  on  that  market  reflects  back  onto  our  domestic  market  the 

world's  price. 

It  is  difficult  for  any  industiy  to  produce  on  a  basis  of  protection 
at  an  increased  cost  therefor  and  sell  on  the  basis  of  the  world's 
market  without  the  appreciable  benefits  of  protection.  So  far  as 
our  Pacific  Coast  States  are  concerned,  the  Liverpool  price  is  the 
price  of  wheat.  Our  institution  did  maintain  for  over  a  year  and  a 
half  an  office  in  Europe,  with  our  own  representative  there.  We 
have  at  the  present  time  an  exclusive  agency  in  Europe.  We  charter 
our  own  boats,  arrange  our  own  exchange,  and  do  everything  incident 
to  the  exporting  of  wheat.  We  received  cables  showing  the  prices  of 
the  world  four  times  a  day.  We  are  familiar  with  the  export  end 
as  well  as  the  domestic  end. 

This  bill  is  so  drawn  that  it  permits  the  corporation  to  go  into 
the  markets  of  the  United  States  and  buy  the  commodity  in  question 
which,  for  the  purpose  of  my  testimony  I  will  enumerate  as  wlieat. 
at  a  price  equal  to  its  pre-war  purchasing  power  or,  in  other  words, 
at  a  price  equal  to  its  pre-war  exchange  value,  the  pre-war  price  to 
be  determined  through  the  use  of  an  index  number  as  developi»d  by 
the  Bureau  of  Labor  Statistics,  and  as  set  forth  more  completely  in 
the  bill  which  the  members  of  the  committee  will  familiarize  them- 
selves with.  We  think  purchasing  at  that  price  to  the  extent  of  the 
surplus  will  place  the  whole  domestic  market  at  that  price.  The 
bill  would  permit  purchasing  beyond  the  extent  of  the  surplus  if 
it  was  necessary  to  do  so  to  bring  the  price  result.  Naturally  the 
commodity  so  purchased  will  have  to  be  sold  where  a  market  is  avail- 
able which,  when  we  refer  to  the  surplus,  means  that  it  will  have  to 
be  sold  in  the  markets  of  the  world. 

Purchasing  at  a  price  based  on  pre-war  ratio  and  selling  in  the 
markets  of  the  world  under  present  conditions  means  a  necessary  loss 
and  a  considerable  one.  We  are  not  asking  the  Government  to  sub- 
sidize that  loss.  We  are  only  asking  the  (S)vernment  to  provide  the 
machinerv  whereby  the  farmers  themselves  may  spread  that  over 
their  entire  marketed  crop,  and  in  that  way  segregate  his  surplus 
from  his  domestic,  or  in  that  way  secure  a  price  for  his  domestic 
not  affected  by  the  price  he  may  secure  for  his  surplus. 

For  illustration,  if  we  were  to  add  30  cents  a  bushel  to  the  price  of 
wheat  now  being  exported,  it  would  increase  the  price  of  that  wheat 
accordingly,  which  is  quite  obvious.  That  increase  would  throw  the 
whole  domestic  market  higher  accordingly.  The  loss  that  would  be 
sustained  could  be  made  up  by  the  wheat  growers  themselves  through 
a  levying  of  an  equalization  fund  approximating  6  or  7  cents  on 
each  bushel  of  wheat  raised  and  marketed.  The  net  results  would  be 
a  gain  of  23  cents  on  each  and  every  bushel  of  wheat  marketed. 
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The  ratio^  of  domestic  to  export  in  wheat  is  such  that  the  applica- 
tion of  1  cent  to  expoit  increases  the  domestic  4  to  5  cents.  I  think 
each  one  of  the  committee  understands  that  principle.  It  is  not 
entirely  new.  It  has  been  discussed  for  a  considerable  time,  and 
found i  I  believe,  by  those  of  economic  trend  of  mind,  to  be  within 
the  keeping  of  sound  economics  as  applied  under  conditions  that 
prevail.  Sometimes  you  hear  it  spoken  of  as  a  short  w^ay  of  ex- 
planation, and  a  rather  clear  way,  as  a  reversal  of  the  tariff  principle, 
paying  on  the  outgoing  instead  of  on  the  incoming. 

I  think  that  exemplifies  a  rather  clear  explanation  of  the  principle 
which  is  laid  down  in  this  bill. 

,  fThe  Chairman.  I  think,  Mr.  Jewett,  that  makes  it  _  veiy  plain, 
but  I  would  like  to  have  you  explain  more  in  detail  how  this 
bill  provides  for  the  collecting  from  the  farmer  of  the  deficiency 
or  the  loss  on  the  export '^ 

Mr.  Jewett.  The  bill  sets  up  what  is  termed  in  the  bill  an  equally 
nation  fund,  meaning  to  equalize  the  losses  that  might  be  sustained 
on  the  surplus,  as  sold  in  the  markets  of  the  world,  over  all  the 
commodity,  and  aU  the  commodity  would  receive  benefit  from  the 
enhanced  value  of  the  domestic  markets.  The  equalization  fund  is 
to  be  collected  direct  from  the  producer  at  the  time  of  marketing. 
The  export  commission,  w^ould  make  a.  calculation  at  a  suitable 
time  in  each  year  as  to  the  amount  of  surplus,  as  to  the  probable 
amoimt  of  domestic  requirement,  as  to  probable  world  and  4<>mestic 
prices  and  would  apply  that  calculation  as  to  the  probable  loss  that 
would  prevail.  Ojithe  basis  of  that  calculation  they  will  lay  dow^n 
the  levy  in  the  w-ayoi, an  equalization  fund.  That  levy  will  be  col- 
lected at  the  time  the  commodity  is  marketed  by  the  farmer,  Ap- 
plying it  again  to  wh^at,  we  will  say  the  calculation  placed  the  levy 
at  10  cents  per  bushel.  The  farmer  on  marketing  his  wheat  will 
receive  all  of  the  price  in  cash  excepting  the  10  cents,  and  he  will 
receive  in  Government  scrip.  He  will  be  gi\^n  what  will  be  knowjj^ 
as  Government  scrip  for  the  10  cents. 

Let  me  illustrate  it  a  little  further.  A  farmer  goes  to  an  elevator 
in  North  JDakota.  The  elevator  man  says,  "  The  price  of  wheat  to-day 
is  $1.60,"  which  is  about  what  it  would  be  if  the  bill  were  opex'- 

ating 

Senator  Johnson.  Eight  there  I  want  to  put  in  a  question.  Now, 
I  had  a  talk  with  a  very  prominent  man  from  Minnesota  to-day,  and 
he  was  interested  in  this  biU.  He  was  not  here  for  that  purpose.  He 
asked  me  if  I  knew  the  prices  of  wheat,  for  instance,  betjween  1905 
and  1914.    Those  are  the  years  that  you  mention  in  your  bill.  ,.  i, 

Mr.  Jewett.  Senator,  I  have  the  figures  in  a  statement  which,  be- 
fore I  leave  the  stand,  I  would  like  to  ask  the  privilege  of  incorpo- 
rating in  the  record.    I  think  you  will  find  them  very  beneficial. 

Senator  Johnson.  That  will  answer  my  question,  then.  I  want  to 
know  the  average  price,  you  understand,  during  those  years. 

Mr.  Jewett.  Yes,  sir.  These  figures  will  give  you  that  data  very 
completely,  I  think.  Senator. 

The  Chairman.  Mr.  Jewett,  go  back  to  where  you  were  when  you 
were  interrupted  and  continue  your  statement. 

Mr.  Jewett.  The  farmer  goes  to  his  local  elevator  in  the  town  in 
North  Dakota.  The  elevator  man  tells  him  the  price  is  $1.60.  He 
will  pay  that  farmer  $1.50  in  cash  and  he  will  pay  him  10  cents  a 
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bushel  in  Government  scrip,  which  he  will  have  provided  himself 
with  by  purchasing  it  at  his  local  post  office.  The  money,  of  course, 
used  to  purchase  it  has  found  its  way  into  the  hands  of  the  export 
commision,  whose  offices  would  be  here  in  Washington.  The  farmer 
has  received  $1.50  in  cash  and  10  cents  in  scrip.  The  season  goes  on. 
The  operation  is  completed.  The  season's  movement  is  cleaned  up. 
The  losses,  such  as  they  may  be,  in  handling  the  surplus  are  ascer- 
tained. The  commission  tlien  comes  forward  and  states  the  redeem- 
able price  of  the  scrip. 

For  a  more  complete  illustration,  the  deduction  has  been  10  cents. 
Hold  that  in  mind.  It  is  ascertained  that  the  loss  was  only  6  cents, 
which  means  that  there  would  be  4  cents  per  bushel  remaining  in 
the  hands  of  the  commission.  The  commission  would  then  arrange 
to  redeem  the  scrip  at  4  cents  per  bushel,  or  the  farmer  receives  4 
cents  of  each  10  cents  that  was  held  out  in  the  beginning. 

It  seems  to  us — and  I  will  say  frankly  that  in  the  beginning  it 
worried  us  some  who  were  thinking  out  a  plan — the  features  of  this 
bill  have  worked  tliat  out  in  a  very  simple,  inexpensive,  and  easily 
operated  way. 

Senator  McNary.  What  use  is  made  of  the  10  cents  you  have  held 
out,  which  is  represented  by  the  scrip  ? 

Mr.  Jewett.  The  10  cents  goes  into  the  fund  created  for  the  pur- 
pose of  absorbing  any  losses  that  might  be  sustained  in  selling  the 
surplus  on  the  world  markets — buying  it  in  the  domestic  market  at 
the  pre-war  ratio  price  and  selling  it  in  the  world  market  in  compe- 
tition with  Argentina,  Australia.  India,  and  so  on. 

The  Senators,  of  course,  will  understand  that  what  I  say  of  wheat 
is  likewise  applicable  to  any  other  commodity  that  is  in  the  same 
condition. 

Senator  (tooding.  Now,  Mr.  Jewett.  I  wish  you  would  explain  a 
little  more  clearly  how  you  are  going  to  bring  this  up,  as  you  say,  to 
$1.60.  You  sav  that  will  be  the  market  price  under  the  provisions  of 
this  bill? 

Mr.  Jewett.  l^es. 

Senator  Gooding.  On  the  world  market  to-da3^  Make  that  a  little 
more  clear,  will  vou?     I  am  not  quite  clear  on  that. 

Mr.  Jewett.  On  the  loth  day  of  each  month,  according  to  the  pro- 
visions of  this  bill,  the  export  commission  will  name  a  j^rice  at  which 
they  will  purchase  wheat.  The  fact  that  they  will  purchase  at  that 
price,  in  my  opinion,  would  undoubtedly  establish  the  whole  price 
structure  at  that  figure.  I  can  see  no  possibility  of  doubt  in  that 
respect.     They  will  buy  sufficient  to  establish  the  price  at  that  figure. 

Senator  Gooding.  Suppose  more  is  offered  than  the}^  are  able  to 
buy? 

Mr.  Jewett.  The  bill  sets  up  that  they  shall  buy  on  a  monthly 
quota  throughout  the  year.  It  provides,  however,  that  they  may 
increase  their  quota  in  any  month  as  necessary  to  bring  about  the 
result ;  in  other  words,  as  necessary  to  cause  the  market  to  maintain 
itself  at  that  figure.  It  likewise  provides  if  the  price  should  go 
beyond  the  ratio  price,  and  in  their  judgment  it  was  advisable,  they 
can  resell  any  of  the  commodity  they  have  in  their  possession  on 
the  domestic  market,  but  not  below  the  ratio  price.  They  must  not 
offer  it  for  sale  in  domestic  markets  below  the  ratio  price.  I  think 
the  structure  is  sound  in  that  respect. 
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Senator  Gooding.  Then  this  is  a  price-fixing  bill,  is  it  not? 

Mr.  Jewett.  No,  Senator.  The  price  will  vary  each  month.  The 
price  will  have  some  leeway  of  fluctuation — not  great,  but  some.  It 
is  on  a  ratio  basis.     It  is  a  price-stabilization  bill. 

Senator  Gooding.  They  actually  name  a  price  that  they  will  pay. 

Mr.  Jewett.  They  name  a  price  that  they  will  pay,  yes  sir;  but 
that  price  is  not  a  fixed  price.  It  is  a  price  based  upon  a  calcula- 
tion of 

Senator  Goodjng.  The  world's  market? 

Mr.  Jewett.  A  calculation  of  pre-war  conditions. 

Senator  Gooding.  Pre-war  conditions  and  the  world's  market  ? 

Mr.  Jewett.  The  world's  market  does  not  enter  so  much  int<> 
that,  because  they  propose  to  purchase  at  the  pre-war  pnrchwsittg 
power  price  and  sell  in  the  world's  market  as  tliey  find  it. 

The  Chairman.  The  local  elevator  man  buys  the  farmer's  wheat 
in  the  illustration  you  were  giving,  where  the  price  was  $1.60,  and 
would  pay  the  farmer  when  he  got  it  $1.50,  and  pay  the  postmaster 

ten  cents 

Mr.  Jeweti\  That  would  be  the  effect  of  it.  The  wheat  moving 
thereafter  would  move  at  the  $1.60  basis.     That  would  be  the  market 

for  the  wheat.  ,      .      ,*« 

The  Chairman.  Would  this  commission  handle  the  sales  itself  5 

Mr.  Jewett.  Not  necessarily  so. 

The  Chairman.  It  would  be  sold  through  the  same  machinery 

that  exists  now  ? 

Mr.  Jewett.  This  plan  does  not  necessarily  disturb  the  market- 
ing machinery  as  we  have  it  at  the  present  time. 

The  Chairman.  The  commission  would  have  power,  after  making 
the  necessary  investigation,  to  apply  this  bill  to  any  fanii  products 

they  wanted  to?  ,        .     ,    .  1.11.^.1. 

Mr.  Jewett.  Any   farm  product  that   is  being  affected  by  the 

production  of  a  surplus  and  a  world  price. 

The  Chairman.  Yes,  exactly.  ,  • ,    . 

Mr.  Jewett.  They  may  bring  into  the  scope  of  their  operations 

that  product.  .  . 

The  Chairman.  Taking  wheat  again  as  an  illustration  of  it,  m 
order  to  keep  the  foreign  wheat  out  of  this  market  it  would  imply 
that  we  would  have  to  have  a  tariff  sufficiently  high  to  do  ^t? 

Mr.  Jewitt.  The  bill  provides  a  method"  of  app^owGh  to  im  taarrff 
commission,  and  a  method  whereby  they  can  set  the  import  duties 
at  a  figure  that  will  sustain  the  ratio  price. 

The  Chairman.  In  other  words,  they  would  keep  out  foretgn 
wheat,  would  they  not?  ,  .         . 

Mr.  Jeweti\  If  necessary  to  protect  the  ratio  price. 

The  Chairman.  Well,  would  they  not  have  to  do  that? 

Mr  Jewett.  Under  the  present  conditions  they  would  have  to 
keep  out  Canadian  wheat  in  order  to  protect  our  northern  markets. 

Ae  Chairman.  Well,  would  they  not  have  to  keep  out  Argentine 
wheat,  Australian  wheat,  or  any  other  wheat? 

Mr.  Jewett.  Of  course  our  present  tariff  would  do  that. 

The  Chairman.  That  is  what  I  am  getting  at 

Senator  Gooding.  Your  tariff  would  not  be  high  enough  if  your 
domestic  market  went  to  $1.60  a  bushel. 
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-Mr.  Jewett.  I  am  figuring  it  would  keep  out  the  Argentine  wheat 
and  the  Australian  and  Indian  wheat.  You  are  at  the  top  of  the 
tarrff  wall  now  on  Canadian  <wheat. 

Senator  Gooding.  The  freight  rate  from  Argentina  to  Buffalo  is 
much  cheaper  than  from  Canadian  points  to  Buffalo. 

Mr.  Jewett.  I  have  made  no  calculation  on  that.  Senator. 

The  Chairman.  In  order  to  make  this  plan  workable  you  have 
got  to  keep  out  foreign  wheat? 

Mr.  Jewett.  Absolutely,  Senator.  We  have  got  to  conserve  our 
domestic  market  to  ourselves. 

The  Chairman.  Exactly.  Now,  the  point  I  want  to  make  is  what 
happens  to  the  consumer  when  this  is  all  carried  out  ? 

Mr.  Jewett.  Going  again  to  the  illustration  of  wheat,  if  this  bill 
was  in  operation  and  the  pre-war  ratio  was  applying  or  was  the 
price  of  wheat  at  the  present  time  in  our  domestic  markets,  it  would 
lucreipise  the  price  of  a  9-cent  loaf  of  bread  here  in  the  city  of  Wash- 
ington, so  far  as  the  raw  material,  wheat,  is  concerned,  fifty-six  one- 
hundredths  of  a  cent.  In  other  words,  it  would  mean  less  than  1 
cent  in  the  increase  of  the  wheat  that  entered  into  the  cost  of  that 
loaf  of  bread,  which  is  a  rather  immaterial  item  to  quite  a  degiee. 

Senator  Johnson.  Mr.  Jewett,  here  is  another  thing  that  I  think 
will  have  to  be  reckoned  with  also.  Suppose  we  raise  a  crop  and 
have  150,000,000  bushels  for  export.  By  putting  up  a  tariff  wall 
we  eliminate  evei-ything  coming  into  this  country,  even  South 
American  wheat.  You  realize  that  you  then  have  to  go  on  the 
European  markets  with  your  export  in  competition  with  the  world's 
wheat  coming  in  there.  Now,  supposing  they  have  a  big  crop  in 
those  countries  and  their  surplus  is  thrown  upon  the  world's  market. 
Supposing,  then,  it  does  not  work  out  exactly  like  this  bill  exj)ects 
it  to  work  out.  Your  losses  will  then  be  tremendous,  because  your 
export  wheat  will  go  down  considerably.  Will  that  he  so  tliat  it 
could  even  take  up  the  10  cents  and  come  back  a  little  lut  over  the 
10  cents  that  you  provide  in  your  bill? 

Mr.  Jewett.  Of  course,  your  question  is  predicated  upon  a  con- 
dition which  has  not  heretofore  prevailed  and  is  highly  improbable. 
To  start  with,  we  would  pay  a  fair  exchange  price  in  America,  and 
the  world's  price  is  just  about  as  wide  right  now  as  in  all  fairness  Ave 
could  expect  it  to  be.  Of  course,  the  lower  the  price  received  for  the 
surplus  the  more  of  the  equalization  fund  it  uses,  and  the  higher  the 
expalization  fund  would  need  to  be  placed.  Those  would  he  mattei-s 
of  calculation  in  the  beginning  of  the  season.  Incidentally,  however, 
the  ratio  of  benefit  would  be  about  the  same,  because  of  the  world's 
market  reached  that  disastrous  condition  that  you  say  might  exist, 
and  the  American  farmer  was  obliged  to  operate  as  he  is  to-day,  his 
disaster  at  home  would  be  materially  increased.  He  would  still  have 
an  opportunity,  under  this  bill,  to  protect  himself  against  that  more 
adverse  and  more  unsatisfactory  condition  than  pi*e vails  now.  He 
could  do  it  on  the  same  ratio  basis  by  his  equalization  fund.  The 
equalization  fund  would  need  to  be  placed.  Those  would  be  matters 
Senator,  if  such  conditions  as  you  refer  to  prevailed,  that  the  equali- 
zation fund  would  have  to  be  20  cents  a  bushel.  Nevertheless,  the 
benefits  would  have  to  be  in  the  same  ratio,  above  the  world  level, 
by  his  own  equalization  efforts. 
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Senator  Johnson.  I  see.  Well,  we  agree  on  that,  but  in  mention- 
ing $1.60  a  bushel  you  base  that  on  the  figures  you  have  got  on  the 
total  for  the  period  of  years  that  I  mentioned  a  while  ago.  I  didn't 
think  that  it  was  going  to  go  that  high.  I  thought  that  it  was  lower 
than  that. 

Mr.  Jewett.  I  spoke  rather  approximately,  Senator. 

Senator  Johnson.  Yes;  I  understand  that. 

Mr.  Je^vett.  I  may  be  just  a  little  high.  The  figures,  liowever, 
are  veiy  complete,  and  I  hardly  feel  that  it  would  be  necessary  for 
me  to  go  through  them,  because  they  are  quite  a  tabulation. 

Senator  Ralston.  Mr.  Jewett,  in  investigating  the  price  under  this 
bill  do  you  take  into  consideration  the  prices  in  foreign  markets « 

Mr.  Jewett.  No,  sir. 

Senator  Ralston.  You  don't? 

Mr.  Jewett.  No,  sir.  In  establishing  the  amount  of  the  equaliza- 
tion fund  that  item  is  taken  in  consideration,  but  not  in  setting  the 
pre-war  purchasing  power  price. 

The  Chairman.  I  think  you  would  have  to,  Mr.  Jewett,  because 
that  foreign  competition  might  be  great  or  small,  and  yet  you  have 
to  cover  it  all  when  you  fix  your  price. 

Mr.  Jewett.  You  cover  it  all  when  you  establish  your  equaliza- 
tion fund.  You  make  vour  equalization  fund  sufficient  to  absorb 
any  loss  that  might  be  sustained  on  the  sale  of  the  surplus  in  foreign 
markets,  the  loss,  of  course,  being  the  difference  between  what  you 
would  receive  in  the  foreign  market  and  what  the  pre-war  ratio 

price  would  be  at  home. 

Senator  Ralston.  Well,  now,  then  in  considering  the  rate  at 
which  your  equalization  fund  should  be  fixed  you  would  necessarily 
have  to  consider  the  foreign  market,  would  you  not? 

Mr.  Jewett.  Yes,  sir;  and  tliat  would  have  some  bearing  on  the 
price,  of  course,  net  to  the  farmer.    It  would  have  some  bearing  on 

the  price  net. 

Senator  Ralston.  What,  in  your  judgment,  if  anything,  can  this 
Government  do  toward  encouraging  the  wider  foreign  market  for 

the  farmers  surplus  of  wheat?  i-  i    • 

Mr.  jEWE-rr.  Well,  Senator,  of  course  that  is  a  matter  which  is 
beyond  the  line  of  my  station  in  life.  I  have  not  gone  into  the 
Eiiropean  situaion.  I*  have  never  made  one  of  those  trips  abroad. 
We  do  export,  but  I  have  never  made  one  of  those  trips  abroad. 
Of  course  the  rehabilitation  of  the  finances  of  Europe  might  be 
considered  to  create  a  situation  whereby  they  would  live  better  and 
eat  more  products  of  the  American  farm,  and  the  better  off  the 
European  market  is  the  better  it  is  for  the  American  farmer.  I 
think  that  is  a  conclusion  which  is  absolutely  accurate. 

Senator  Ralston.  What  effect  would  it  have  upon  the  price  of 
the  farmer's  wheat  in  this  country  if  the  countries  to  which  they 
send  their  surplus  should  introduce  a  tariff  between  that  country 

Mr.  Jew^ett.  Well,  I  presume  if  that  was  applied  distinctly  and 
specifically  to  the  tFnited  States  the  effect  would  not  be  favorable. 
We  thought  of  that.  It  hardly  seems  that  a  country  that  is  an  im- 
porting country  of  a  food  commodity  is  going  to  raise  barriers  against 
the  importing  of  that  commodity. 

Senator  Ralston.  Well,  we  do  it  in  this  country,  don  t  we? 
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Mr.  Jewett.  We  produce  sufficient  at  liome  for  bur  home  needs. 
We  are  not  an  importer.         •         '   - '^id)  j;         :       '     >]"    \nt 

^  Senator  Ralston.  Getting  away  from  wheat,  we  do  it  in  other 

respects,  in  many  instancies,  do  w^e  not?  ;     .     r   i      jT    •  .i^*,/ 

Mr.  Jeweit.  We  have  some  commoditieSv ye^?  sir:  that  are: ipro- 

^       tected.  .  ■■^"■=H  j^^       Vvi //.':'.    ;i*^ 

k^  Senator  Ralston.  So  we  have  a  practical  illustration  ?of' the  fact 

tliat  that  might  occur  and  does  occur  in  tliis  countiT,  and  therefore 

might  occur  in  QtliFi-  countries  as  against  this  cotmtr}"-    Is  not  thatj 

right  ?..'.•    ■■  '■   f:.-^-     i    '■.    :'    ■•     ■•  •    ;    ,-    ;  ih)  K,     .,.■.'.    ■■  '■ '    ,7;;ri 

Mr.  JjewettJ  Well,  >I  am  not  sufficiently  f  amiliaruwith  the-Eairopeah 

situations  to  answer  to  an  extent  that  the  answer  would  be  valuable 

.  authority..    Of  course  there  arei  possibilities? -I  pi«sum6,  in  :iBajiy 

If        directions:",''    «■:  /-     •   '  ,,'    -  '•  ^    ■  .  ■•     •  -  r-..        ^^^j:      --v-'-i-v,) 

•  There  is  one  thing  we  must  not  overlook  ill  going  to  the  foreign 
countries,  regardless  of  whether  they  are  good  or  bad.  We  still  inhi^ 
competJe  with  other  nations  that  live  undisr  different  conditions  and 
on  different  standards  than  we  do  in  the  United  States.  The  Argeri-! 
tine  farmer  and  the  Australian  farmer^  and  the  farmer,  in  Indiaij^'lor 
instance.  The  producing' conditions  are  different  from  curs.  ;  That 
W  is  a  condition  which  has  been  well  recognized  in  American  natidnal 
affairs,  and  it  applies  in  the  farmer's  life  as  :ivell  as  it  does  in  the 
industrial  man's  life  and  the  laboring  man's  life. 

Senator  Johnson.  Mr.  Jewett,  you  are  here  to  give  some  informa- 
tion on  this  bill,  and  you  will  pardon  me  if  I  ask  you  a  question  now; 
In  case  this  runs  the  other  way,  in. case  we  have  a  shortage  of  wheat 
in  this  country  and  also  a  shortage  in  Canada,  if  we  say  now  that 
•  the  price  of  wheat  will  be  $1.60  a  bushel,  we  have  had  some  before 
this  committee  that  have  told  us  that  there  may  be  a  wheat  famine, 
a  gi*ain  shortage,  in  a  very  short  time  over  this  country,  and  per- 
haps we  will  have.  Now,  in  that  event,  is  there  a  leeway  provided 
for  in  this  McNary  bill  by  which  the  commission  will  not  have  to 
stick  to  the  9  or  10  year  pre-war  prices  but  they  can  go  up  on  that? 
There  will  be  no  necessity  for  halving  this  bill  then,  if  the  prices  go 
ft       higher  ? 

Mr.  Jewett.  Under  conditions  such  as  you  mention  the  com- 
modity would  be  stricken  out  from  the  operations  of  the  bill  and  the 
commission  would  not  operate  as  to  that  commodity. 

Senator  Johnson.  I  see. 

Mr.  Jewett.  In  other  words,  the  commodity  would  take  its  own 
price  level  so  long  as  it  was  not  below  the  ratio  price? 
^  Senator  Johnson.  I  understand ;  that  is  what  I  wanted  to  find  out. 

The  Chairman.  Now,  Mr.  Jewett,  getting  back  to  the  farmer 
producing  wiieat.  Suppose  he  takes  it  to  a  miller.  Instead  of  taking 
it  to  the  elevator  he  takes  to  the  local  miller,  who  is  going  to  grind 
it  u^)  .into  the  flour.    Does  the  bill  apply  there? 

Mir.  Je-^vett.  Yesv  sir.  That  is^  unless  it  is  what  is  known  as  toll 
^  grinding,  where  the  farmer  gets  back  his  wheat  in  the  form  of  flour 
^       for  his  own  use.    It  applies  to  all  purchases  of  wheat. 

The  Chairman."  The  miller  would  have  to  pay  him  the  price  ai 
the  wheat  less  10  cents  and  pay  thie  10  cents  to  the  postmaster? 

Mr.  Jewett.  Yeis,  sir.*'   t)*;.-  •*•    ■•   %>'-«icoii:         '■-  ,••'■.:.-) 

Senator  Gpooding.  Or  pay  the  price  fixed  by  the  commission.-     ^ 
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Mr.  Jewbtt.  Pay  the  market  price. 

The  Chairman.  Suppose  this  miller  would  pay  a  higher  price,  as 
they  usually  do,  and  have  to.    Is  there  any  restriction  on  that? 

Mr.  Jewett.  There  is  no  restriction  on  that. 

The  Chairman.  He  can  fix  it  as  high  as  he  pleases? 

Mr.  Jewbtt.  The  price  is  only  fixed  by  the  fact  that  the  commis- 
sion is  ready  to  buy  in  the  market  and  that  creates  what  might  be 
termed  a  competitive  condition  that  will  cause  the  trade  to  pay  a 
price  not  less  than  the  price  that  the  commission  will  pay.  The  price 
that  the  gi-ain  dealer  m  the  country-  will  pay  is  fixed  by  virtue  of 
the  ability  and  i-eadiness  of  the  commission  to  enter  all  markets  and 
buy  at  a  certain  price. 

Senator  Johnson.  Mr.  Jewett,  one  more  question.  Of  course  the 
commission  that  is  going  to  be  established  now  to  do  these  things, 
will,  of  course,  regulate  the  difference  in  grades.  We  have  over  104 
different  grades  of  wheat.  We  don't  need  to  worn'  about  that,  but 
that  commission  will  see  that  the  price  is  established  according  to 

the  grades?  .       •     j 

Mr.  Jewett.  The  differential  will  be  maintained,  yes  sir. 

Senator  Johnson.  On  the  Federal  standards? 

l^r    Tewett    jl  es    sir. 

Senator  Gooding.'  You  take  No.  1  northern  as  standard  and  fix 
these  prices  at  the  primary  markets?  ^i.    i      • 

Mr.  Jewett.  The  pre-war  ratio  will  be  made  to  apply  to  the  basic 
grade,  and  the  othei-s  will  take  their  differential  above  or  below. 

Senator  Gooding.  Do  you  name  those  primaiy  markets? 

Mr.  Jewett.  No,  we  don't,  sir.    That  is  left  in  the  hands  of  the 

commission.  -j      ^-      !> 

The  Chairman.  How  long  has  this  plan  been  under  consideration  ( 
You  have  had  it  up  with  the  Department  of  Agriculture  for  some 
time,  and  they  have  been  working  on  it  ? 
"M*!'    TiJ^wETT    jl  es   sir. 

The  Chairman,  it  may  be  interesting,  and  it  is  to  me,  to  know 
that  several  years  ago — not  so  many  years  ago — while  the  wheat  situ- 
ation was  being  agitated  two  or  three  years  ago,  a  farmer  by  the 
name  of  Sugroue,  who  lives  in  Red  Willow  County,  Nebr.,  had  a 
conference  with  me  in  McCook,  Nebr.,  on  this  question,  and  he  out- 
lined in  not  complete  detail,  but  in  a  general  way,  this  same  plan, 
and  I  was  impressed  with  it.  The  thing  that  seemed  to  me  to  be  a 
deficiency  in  it  is  that  it  did  not  take  away  the  middleman  and  his 
profits,  and  it  put  the  entire  burden  at  the  end  of  the  equation  upon 
the  American  consumer,  wliich  I  did  not  like;  but  I  asked  this 
farmer  to  send  his  plan  to  the  Secretary  of  Agriculture.  I  wrote 
him  a  letter,  and  he  did  that,  and  he  gave  me  a  copy  of  the  letter  he 
wrote  to  the  Secretar>^  of  Agriculture,  and  a  copy  of  the  reply, 
which  I  still  have,  in  which  the  whole  thing  was  condemned  by  the 
Agricultural  Department.  The  reply  was  not  written  by  Mr.  Wal- 
lace. It  was  while  we  had  the  same  Secretai-y  of  Agriculture,  but  it 
was  written  by  the  Assistant  Secretaiy  of  Apiculture.  It  was  a 
very  nice  letter,  but  he  went  into  it  at  considerable  length  and  in 
considerable  detail,  and  condemned  it.  I  did  not  give  it  any  more 
consideration,  because  I  figured  it  would  have  the  opposition  of 
the  administration,  and  T  did  not  like  it  quite  as  well  as  the  other 
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plan  anyway,  but  it  seemed  to  me  that  there  was  something  in  it 
then;  but  since  it  apparently  had  the  opposition  of  the  administra- 
tion, I  did  not  do  what  he  wanted  me  to  do  then,  which  was  to  in- 
troduce a  bill,  and  he  gave  it  up,  and  I  have  had  no  correspondence 
with  him  since. 

Senator  Johnson.  How  long  ago  was  that  ? 

The  Chairman.  Well,  that  was  two  or  three  years  ago. 

Mr.  Jewett.  I  think  this  has  been  under  discussion  within  the 
ranks  of  our  organization,  and  I  might  say  without  the  ranks  of 
our  organization,  for  about  two  or  three  years. 

The  Chairman.  Now,  we  will  have  back  of  this  bill  the  Depart- 
ment of  Agiicultuie  and  the  whole  administration,  will  we? 

Mr.  Jewett.  That  is  my  underetanding.  Senator.  Doctor  Bi-and 
was  to  have  testified  at  the  houi^  that  I  have  consumed.  He  was  out 
of  town  and  did  not  get  in  in  time.    He  is  here  now. 

The  Chairman.  Do  you  know  anything  about  the  change  of  posi- 
tion on  the  part  of  the  administration  on  that  proposition? 

Mr.  Jt.wett.  The  onlv  contacts  we  have  had  with  the  Department 
of  Agriculture  have  all'  been  of  an  affirmative  character,  so  I  know 
nothing  of  any  history  prior  to  that.  •  ,     i 

The  Chairman.  How  long  since  you  began  negotiations  with  the 
Agricultural  Department  ? 

Mr.  Jewett.  Tlie  department's  manifestations  have  been  over  a 
I>eriod  of  four  or  five  months.  Last  July  was  the  first  contact  with 
the  department.  I  think  a  number  of  our  farmei^s— I  recall  one  m 
particular,  a  Mr.  Charles  Harth,  of  Oregon,  wrote  this  plan  up  on 
paper  and  had  it  here  in  Washington  about  a  year  ago  at  a  certain 
cooperative  council  meeting  that  was  held  here,  and  a  good  many 
of  our  people  were  converted  to  it  then.  Later  on  a  Mr.  Meechaiii. 
of  North  Dakota,  prepared  a  similar  plan. 

Senator  Gooding.  Is  it  not  a  fact  that  the  Government  of  Australia 
lias  been  handling  their  wheat  for  the  farmers  on  a  plan  of  this 

kind  since  the  war  ?  ^  •  i 

Mr.  Jewett.  The  Goveinment  of  Australia  m  some  of  its  sub- 
divisions has  what  thev  term  a  voluntary  pool.  If  you  apply  the  pool- 
ing principle  and  you  have  a  100  per  cent  pool,  that  pool  could  do 
exactly  what  this  bill  proposes  to  do. 

The  Chairman.  It  could  do  it  with  less  than  100  per  cent,  could 

it  not?  •         V      ^ 

Mr.  Jewett.  Of  course,  now,  there  is  always  some  question  about 
it.  Senator.  I  would  say,  however,  that  it  could  not  do  it  with  less 
than  75  per  cent  to  85  per  cent.  We  have  had  ambitions  that  we 
would  develop  our  pool  to  that  extent. 

The  Chairman.  That  is  what  you  have  tried  to  do? 

Mr.  Jewktt.  And  incidentally  that  is  what  we  hope  we  might  do. 
to  take  up  this  situation  when  the  emergency  features  of  this  bill 
may  expire.  But  we  are  handicapped  in  the  development  of  our 
pool  because  the  obvious  surplus  condition  is  so  manifest  and  so 
manifestly  beyond  us. 

The  Chairman.  There  would  be  a  question,  too,  as  to  whether  you 
would  not  be  violating  the  antitrust  law  if  you  did  that,  would  there 

not? 

Mr.  Jewktt.  We  have  rather  assumed  that  the  amendments  to  the 
Sherman  antitrust  law  would  let  us  by. 
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The  Chairman.  Yes;  I  guess  they  would. 

Mr.  Jewett.  If  we  had  a  hundred  per  cent  pool,  or  even  possibly 
something  less,  we  eould  take  and  sell  the  surplus  portion  in  the 
markets  of  the  world  at  the  world's  price,  and  we  could  take  the 
remaining  domestic  portion  and  sell  it  in  the  markets  of  the  United 
States  at  a  fair  price.  The  price  we  received  for  the  domestic  and 
the  price  we  would  receive  for  the  surplus  would  average  out  into 
the  price  which  our  farmers  would  i-eceive,  whicli  would  be  exactly 
what  would  happen  under  this  bill.  ■• 

The  Chairman.  In  any  case,  even  in  the  case  described  now.  you 
would  have.to  have  governmental  assistance  to  keep  the  foreign  prod- 
uct out  of  this  market  ^ 
,  Mr.  Jewett.  We  would  have  to  have  tariif  protection:  yes,  sir. 

Senator  McNahy.  Let  me  aisk  vou  to  discuss  this  ])rovisiori  of  the 
bill: 

•The  capital  stock  of  the  corporation  sliall  be  $200,000,000,  and  all  of  such 
amount  is  hereby  subscribed  by  the  United  States. 

That  is  oh  page  15,  section  221. 

Mr.  Jewett.  That  fund  is  for  tlie  purpose  of  an  operating  fund; 
it  is  merely  a  revolving  fund,  callable  as  required.  There  would  be 
times  when  the  corporation  might  desire  to  purchase  considerable 
wheat.  They  would  have  to  have  money  to  buy  it  with,  and  they 
would  have  that  money  in  the  wheat  until  such  time  as  a  sale  was 
made.  That  fund,  however,  is  not  to  be  considered  in  any  way  as  a 
subsidy  or  a  fund  that  predicates  impairment.  At  the  conclusion  of 
the  emergency  period  and  the  cessation  of  the  operations  tlie  fund 
would  return  to  the  Government. 

The  Chairman.  That  fund  would  be  provided  by  the  Government? 

Mr.  Jewett.  Yes,  sir:  that  is  a  capital  fund  which  is  provided  by 
the  Government.  That  is  what  we  are  asking,  callable  only  as 
needed. 

Senator  K Alston.  Does  it  bear  any  interest  ? 

Mr.  Jewett.  I  don't  recall  that  there  is  any  provision  for  interest. 

The  Chairman.  I  think  not. 

Mr.  Jew^ett.  I  think  not,  sir. 

The  Chairman.  I  think  it  ought  to  be  made  a  little  clearer  who  is 
going  to  buy  this  wheat.  You  are  going  to  create  macliinery  for 
domestic  trade;  the  grain  exchanges,  and  so  forth,  will  operate  as 
they  are  operating  now.  You  don't  expect  it  to  interfere  with  their 
operations? 

Mr.  Jewett.  I  would  not  make  quite  so  broad  a  statement.  Senator. 
The  corporation  may  enter  into  the  market  and  buy  wheat  and  do 
its  own  exporting.  That,  I  presume,  would  interfere  with  them 
somewhat. 

The  Chairman.  This  corporation  would  expect  to  buy  only  enough 
wheat  to  cover  the  export  part  of  it  ? 

Mr.  Jewett.  Enough  to  cover  the  export  part,  and.  if  necessary, 
to  maintain  its  price  ratio,  and  that  is  all. 

The  Chairman.  The  theory  is  that  if  it  bought  the  export,  that 
would  di>  it  ? 

Mr.   Jewett.  And   I   think  that   is   very   sound,   too. 

The  Chairman.  I  think  so,  too.    I  agree  with  you. 
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Senator  Ralston.  What  would  be  the  effect  of  the  operations 
under  this  bill  if  a  particular  elevator  concern  or  grain  pool  should 
offer  a  higher  price  for  wheat  than  you  fixed  ? 

The  Chairman.  They  could  have  it. 

Mr.  Jewett.  They  would  just  go  ahead  and  do  business  and  we 
would  sit  by.  The  commission  would  merely  sit  nonoperative  so  far 
as  that  period  of  time  was  concerned.  It  would  merely  sit  by  as  an 
arbitrator  watching  the  situation,  and  would  not  enter  into  the  mar- 
ket until  the  price  dropped  below  the  pre-war  ratio. 

The  Chairman.  As  I  understand  it,  this  commission  does  not. 
care  to  buy  the  wheat,  but  is  willing  the  millers  or  somebody  else 
should  buy  it,  but  it  stands  ready  to  pay  a  certain  price. 

Mr.  Jewett.  To  protect  the  price  to  the  farmer. 

The  Chairman.  That  means  that  any  other  buyer  would  have,  to 
pay  that  same  price,  and  if  he  would  pay  the  same  price  we  would 
be  glad  to  let  him  have  it  ? 

Mr.  Jewett.  Exactly  so,  and  we  expect  it  to  move  through  the 
ordinary  channels,  so  long  as  the  price  is  right. 

Senator  Johnson.  The  people,  that  are  now  in  the  grain  business, 
have  to  pav  out  considerable  sums  for  insurance  and  protection  and 
all  of  that.*  Now,  how  have  you  got  that  fixed  in  your  bill  ?  Suppose 
your  corporation  should  buy  50,000,000  busTiels.  Will  it  be  neces- 
sary for  them  to  pay  bonds  and  insurance  ?  . 

Mr.  Jewett.  The  expense  of  operating  the  corporation — and  that 
would  be  an  item  of  expense — is  to  be  made  up  out  of  this  equaliza- 
tion fund.  In  my  opinion — it  is  merely  a  matter  of  estimate — ^the 
expense  of  operation  would  be  a  mere  fraction  of  a  cent  per  bushel. 

The  Chairman.  That  is.  you  are  confining  it  to  wheat  now? 

Mr.  Jewett.  But  the  equalization  fund  would  take  care  of  that. 

The  Chairman.  Referring  again  to  the  inefficiency  of  our  present 
marketing  conditions,  if  this  bill  became  a  law,  would  it  not  make 
it  unnecessary  for  the  millers,  for  instance,  to  hedge? 

Mr.  Jeavett.  It  would  make  it  to  a  very  large  extent  unnecessary. 

The  Chairman.  You  could  eliminate  a  good  deal  of  what  they 
call  hedging? 

Mr.  Jewett.  This  stabilized  price  would  eliminate  a  good  deal 

of  hedging. 

The  Chairman.  Would  it  not  follow  in  that  case  that  the  only 
excuse  for  buying  and  selling  futures  on  the  board  of  trade  would 

be  eliminated? 

Mr.  Jewett.  To  quite  a  degree,  sir. 

The  Chairman.  It  would  eliminate  some  of  the  gambling. 

Mr.  Jewett.  There  is  some  room  for  fluctuations  in  futures,  but 
it  would  eliminate  to  a  very  extensive  degree  the  opportunities  for 
gambling,  which  are  based  on  a  widely  fluctuating  market. 

The  Chairman.  The  defense — and  that  is  largely  the  reason  Con- 
gress has  never  passed  a  law  that  eliminated  it — is  always  made,  and. 
it  seems  to  have  a  good  deal  of  reason,  that  it  is  necessary  for  the 
millers  to  hedge,  because  they  must  necessarily  buy,  in  order  to  keep 
their  mills  going,  on  a  future  market  price,  and  so  when  they  buy 
they  go  on  the  ooard  of  trade  and  sell  to  protect  themselves.  As. 
I  see  it  that  is  about  the  only  defense  they  have,  and  about  the  only 
reason  for  permitting  the  boards  of  trade  to  carry  on  their  specula- 
tion.    It  would  be  a  great  thing  if  that  could  be  eliminated. 
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Senator  McNary.  That  has  always  been  their  excuse  for  it. 

The  Chairman.  Yes;  that  is  what  they  have  always  said  befoi'e 
this  committee. 

Mr.  Jewett.  I  think  they  rest  their  entire  case  upon  that  one  fact. 

Senator  Johnson.  The  whole  thing  in  this  bill  is  the  personnel 
to  run  it.  Would  you  explain  to  this  committee  who  is  going  to  be 
appointed,  so  they  will  not  be  suspicious  that  we  are  going  to  get 
a  rotten  deal:  that  we  are  going  to  have  our  own  representatives, 
and  the  grain  exchanges  are  not  going  to  get  the  best  of  it  in  the 
administration  of  this  bill? 

Mr.  Jewett.  The  bill  sets  up  two  departments,  one  known  as  the 
export  commission  and  the  other  as  the  export  corporation.  The 
export  commission  is  the  policy-finding  body  and  the  export  cor- 
poration is  the  operating  body.  The  commission  will  consist  of  the 
Secretary  of  Agriculture,  the*^  Seci-etary  of  the  Treasury,  the  Secre- 
tary of  Commerce,  the  chairman  of  the  Tariff  Commission  plus  a 
commissioner  to  he  appointed  by  the  President  and  approved  by  the 
Senate,  plus  the  three  directors  that  will  comprise  the  directors  of 
the  export  corporation,  each  of  whom  is  to  be  appointed  by  the 
President  and  approved  by  the  Senate.  The  corporation  will  con- 
sist of  the  three  directors  plus  the  Secretary  of  Agriculture  and  the 
Secretary  of  the  Treasury.  There  are  four  new  officers  that  come  in 
in  the  two  departments,  one  commissioner  and  three  direx^tors,  all 
four  to  be  appointed  in  the  same  manner  that  members  of  the  Federal 
Keserve  and  Farm  Loan  Board  and  comparable  boards  now  m 
existence  are  appointed. 

Senator  Johnson.  You  don't  specify  that  a  certain  one  element 
should  be  farmers? 

Mr.  Jewett.  It  says  that  due  regard  must  be  taken  in  respect  to 
their  acquaintance  and  experience  in  the  business  they  are  to  carry 
on,  and  it  does  provide  a  means  whereby  nominations  will  be  made  by 
the  Department  of  Agriculture,  presumptively  to  make  sure  that 
farmer-minded  men  are  appointed. 

The  Chairman.  Do  you  think  that  is  any  safety  t  The  Agricul- 
tural Department  is  under  the  control  of  the  administration,  and  if 
it  was  known  that  the  administration  wanted  to  appoint  some  lame 
duck,  for  instance,  would  not  the  Secretary  of  Agriculture  suggest 

him?  .        ^ 

Mr.  Johnson.  That  is  the  reason  I  asked  the  question,  because  I 
am  afraid  some  lame  ducks  will  be  put  in  so  that  they  will  get  a  job. 

The  Chairman.  I  am  not  mentioning  that  in  any  spirit  of  levity. 
It  is  a  difficult  thing  to  provide  for  in  any  event,  the  men  who  are  to 
administer  the  law,  if  it  boconu's  a  law,  and  we  have  got  to  take  that 
chance  always. 

Mr.  Jewett,  I  think  I  may  answer  that  question  by  saying  that  the 
rank  and  -file  of  our  farmers  are  hopeful  that  the  board  appointed  by 
and  through  the  offices  of  our  Government  along  the  lines  that  boards 
are  appointed  now  would  l)e,  as  a  general  thing,  a  trustworthy  board, 
capable  of  carrying  on  the  functions  of  the  corporation. 

Senator  Johnson.  Yes:  I  agree  with  you  on  that.  I  asked  that 
question  because  if  anything  is  to  be  done  here,  Mr.  Jewett,  we  want 
to  make  it  as  perfect  as  we  can  to  begin  with.  I  agree  with  you  that 
it  can  not  be  perfect,  but  we  do  not  want  to  pass  a  law  here  that  will 
leave  open  the  doors,  so  that  its  administration  will  lie  monopolized 


PURCHASE  AND  SALE   OF  FARM  PRODUCTS. 


283 


♦  I  ■• 


t 


Wi 


by  politicians  and  so  on,  if  we  are  going  to  help  out  the  farmers  at 
the  present  time.    That  is  the  reason  I  put  that  question. 

Mr  Jew^ett.  Of  course  we  who  are  raising  and  marketing  wheat 
are  veiy  anxious  to  see  a  good  workable  bill,  and  after  we  have  a 
bill  we  will  be  very  anxious,  of  course,  to  see  a  good  workable  com- 
mission thinking  in  the  ways  that  farmers  think  and  with  knowl- 
edge of  farm  conditions.  It  most  certainly  should  be,  ''^nd,  m  my 
very  frank  opinion,  would  be  sympathetic  to  the  purposes  of  the  bill. 

The  Chairman.  The  suggestion  was  made  by  the  Senator  from 
Idaho  to  the  effect  that  this  is  a  sort  of  guaranteed  price,  and  that 
for  any  given  commodity  to  which  it  mi^t  be  apphed,  m  a  degree 
at  least,  it  would  be  a  guaranteed  price.  Now,  would  that  have  the 
effect  of  increasing  production  of  an  article  like  wheat,  that  is  al- 
ready overproduced,  and,  if  it  did,  what  would  be  the  result  under 

this  law  ? 

Mr  Jewett.  The  greater  the  surplus  the  less  the  net  benefit  from 
the  equalization  fund.  The  greater  the  surplus,  the  higher  the 
equalization  fund.  The  equalization  fund  would  be  evidence  always 
before  the  farmer  as  to  the  fact  that  surplus  production  waa  haz- 
ardous, and  the  psychological  effect  would  be  to  cause  him  to  try 
to  keep  his  production  within  bounds.  The  bill  further  provides 
that  the  commission  would  gather  such  data  as  available  and  dis- 
seminate such  things  as  would  be  helpful  to  the  farmer  m  regulat- 
ing his  acreage.  Further,  the  bill  embra<^s  other  commodities.  It 
is  not  proposed  to  take  one  basic  commodity  and  set  it  on  a  pinnacle 
above  other  basic  commodities  and  thereby  attract  undue  attention 

4-         '4- 

Senator  Gooding.  What  other  commodities  would  the  bill  apply 

to? 

Mr.  Jewett.  It  affects  livestock. 

The  Chairman.  Would  it  affect  cotton?  . 

Mr.  Jewett.  Not  now,  sir.  Cotton  now  is  above  the  ratio  price 
and  would  not  come  under  the  provisions  of  the  bill. 

Senator  Johnson.  How  about  potatoes? 

Mr.  Jeweti\  I  am  not  familiar  enough  to  say  whether  potatoes 
move  in  the  world  market  to  a  sufficient  extent  to  bring  them  in  or 
not  I  h»<ve  my  doubts.  I  think  potatoes  are  more  or  less  a  local- 
ized commodity  and  that  the  character  of  the  commodity  is  such 
that  is  not  movable  for  any  great  distance.  .  ,     ,       x  .i.-  i 

The  Chairman.  The  price  fixed,  whatever  it  might  be— ;I  think 
we  might  just  as  well  stick  to  wheat,  because  that  is  a  good  illustra- 
tion—would depend  on  the  pre-war  ratio? 

Mr.  Jewett.  On  the  pre-war  ratio;  yes,  sir. 

The  Chairman.  The  pre-war  ratio? 

Mr.  Jewett.  The  pre-war  purchasing  power. 

The  Chairman.  Yes:  the  pre-war  purchasing  power.  If  a  fanner 
could  raise  wheat  under  those  conditions  and  at  that  price,  if  th^ 
conditions  were  such  that  he  could  produce  at  a  pretty  good  profit, 
would  the  tendency  not  be  for  him  to  expand  his  operations  m  re- 
gard to  wheat  and  produce  more  wheat,  and  if  that  occurred  all  over 
the  countrv  would  we  not  have  a  very  heavj^  production  of  wheat  ? 

Mr.  Jewett.  Of  course,  the  farmer  would  likewise  know  that 
every  other  commodity  that  his  farm  might  be  adapted  to  would 
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be  on  a  pre-war  basis,  and  would  be  an  attractive  tiling  for  him  to 
])rodiice.  He  would  not  be  unduly  detracted  from  one  commodity 
and  unduly  attracted  to  another  under  the  provisions  of  this  bill. 

The  Chairman.  No;  but  would  it  not  have  a  tendency  in  this 
direction,  that  instead  of  his  producing  these  things  that  were  not 
under  the  bill  in  order  to  be  sure  of  a  profit  he  would  go  into  some- 
thing that  would  be  covered  by  the  bill?  For  instance,  now,  if  he 
should  raise  corn  and  wheat  both  on  his  farm,  just  for  the  sake  of 
ilhistration,  and  corn  was  not  under  the  bill  and  wlieat  was  under 
the  bill,  would  he  not,  in  order  to  have  a  sure  thing,  produce  wheat 
and  "tiot  corn? 

Mr.  Jewett.  Of  course,  I  don't  want  to  avoid  your  question,  but 
the  products  of  corn  are  largely  pork,  and  if  they  were  as  high  as  the 
latio  which  would  be  equal  to  his  wheat  they  would  be  just  as  at- 
tractive as  wheat  would  be  under  the  bill.  If  they  were  not  as  high 
as  the  l*atio,  they  would  be  brought  within  the  bill  and  made  as  high 
as  the  ratio.  If  they  were  higher  than  the  ratio,  but  excluded  from 
the  bill,  they  would  still  be  more  attractive  than  wheat. 

The  Chairman.  But  the  farmer  might  reach  this  decision  at  the 
time  he  is  ready  to  put  in  his  crop,  and  he  judges  from  conditions  as 
they  exist  then.  If  corn  was  not  under  the  bill,  although  it  could  be 
put  under  the  bill  the  next  year,  he  would  not  know  that,  could  not 
tell  that  in  advance,  and  nobody  could,  and  would  he  not  just  figure 
it  this  way : 

Now,  under  the  present  conditions,  as  they  stand,  if  they  remain  the 
same  next  year,  I  might  raise  corn  and  make  a  little  money,  but  if  I 
lose  money  I  see  there  is  no  place  for  me  to  get  out,  so  I  had  better 
raifee  wheat  instead  of  corn. 

Mr.  Jewett.  Of  course,  the  farmer  under  this  bill  can  not  avoid 
the  effect  of  an  undue  surplus.  As  the  surplus  is  increased  the  ratio 
between  surplus  and  domestic  consumption  decreases,  and  as  that 
ratio  decreases  the  benefit  of  the  equalization  fund  decreases,  and  if 
he  runs  his  surplus  up  unduly  it  will  decrease  his  net  result. 

The  Chairman.  I  don't  quite  see.  Now,  I  presume  that  is  all  right, 
still  it  is  not  quite  plain  to  me  how  that  operates  in  that  way. 

Mr.  Jewett.  Because  of  the  net  results  of  his  equalization  fund. 
On  the  present  basis  it  is  a  ratio  of  one  to  four  or  one  to  four  and  a 
half. 

Senator  Gooding.  That  is  export,  you  mean  ? 

Mr.  Jewett.  Export  against  domestic;  yes,  sir.  You  bring  your 
export  up  to  two,  for  example ;  then  10  cents  as  an  equalization  fund 
would  have  a  less  effect  on  the  price. 

The  Chairman.  I  see.  The  amount  the  local  dealer  would  take  out 
would  increase,  necessarily. 

Mr.  Jewett.  The  amount  of  the  equalization  fund  deduction  would 
increase. 

The  Chairman.  The  amount  you  are  going  to  hold  out  from  the 
farmer  when  he  sells  his  wheat  is  going  to  depend  upon  the  estimated 
surplus.    Maybe  10  cents  would  not  be  enough. 

Mr.  Jewett.  No ;  it  may  be  more.  It  is  going  to  depend  upon  the 
estimated  surplus  and  world  market  condition. 

The  Chairman.  It  may  be  20  cents  ? 

Mr.  Jewett.  Yes,  sir ;  it  might  be  possible. 
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The  Chairman.  If  the  farmer  continues  to  expand  and  produce 
more  wheat,  the  amount  deducted  would  be  likewise  increased  to 
cover  it  ? 

Mr.  Jewett.  Yes,  sir. 

Senator  Gooding.  Also,  if  the  world  market  fell,  the  amount  de- 
ducted would  be  greater  ? 
:    Mr.  Jewett.  Yes,  sir. 

Mr.  Johnson.  You  realize,  Mr.  Jewett,  that  the  whole  Red  River 
Valley,  and  also  counties  close  to  the  Twin  Cities  in  my  State,  and 
also  several  counties  in  North  Dakota  in  1922  and  1923  raised  pota- 
toes, and  they  raised  millions  of  bushels  of  potatoes  there  that  were 
never  dug,  because  it  did  not  pay  to  dig  them.  Suppose  those  farmers 
that  really  did  raise  those  postatoes  made  up  their  minds  to  let  it  go 
as  much  as  possible.  I  know  counties  in  my  State  that  are  not 
adapted  to  grain— that  is,  for  wheat.  They  could  probably  raise  rye, 
but  they  are  potato-raising  farmers,  and  now,  of  course,  some  of 
them  have  to  raise  potatoes,  as  we  know,  but  hundreds  of  thousands 
of  acres  will  probably  be  put  to  corn,  and  also  put  into  wheat,  and 
that  will  stimulate  production  and  help  to  make,  of  course,  a  surplus. 
What  do  you  say  about  that? 
i'Mt.  Jewett.  Well,  as  I  say,  the  greater  the  surplus  the  less  the  net 
profit  under  this  plan.  The  greater  the  surplus  the  greater  the 
equalization  fund  deducted  and  the  less  the  net  credit.  This  plan 
doe^  not  permit  the  farmer  to  avoid  the  bad  effects  of  an  excess  sur- 
plus. That  is  one  material  difference  between  this  plan  and  a  certain 
fixed-price  plan. 

Senator  Johnson.  What  you  mean  is  that  this  is  not  exactly  a  cer- 
tain, fixed  price,  but  it  has  a*^  tendency  to  keep  the  price  up? 

■  Mr.  Jew^ett.  It  will  do  so;  yes,  sir.  It  is  not  fixed  in  the  sense  of 
the  term  as  we  think  of  a  fixed  price,  but  as  the  ratio  of  surplus  goes 
up  or  down  the  net  changes.  It  changes  the  net  results. 
.  Senator  Gooding.  I  don't  blame  you  for  avoiding  oiir  fixed-price 
methods.  There  seems  to  be  so  much  prejudice  against  it.  After  all, 
you  think  we  have  got  to  face  it  as  a  fixed  price  based  on  the  pur- 
chasing power  per  bushel  of  wheat? 

Mr.  Jewett.  It  is  fixed  on  a  ratio  basis. 

Senator  Gooding.  Yes;  and  it  may  fluctuate. 
•  •Mr*  Jewett.  I  think  that  is  entirely  sound,  Senator. 

Senator  Gooding.  Yes;  I  think  so;  and  I  don't  object  to  it  at  all. 

The  Chairman.  It  seems  to  me  the  only  unsound  thing  is  that 
after  all,  no  matter  what  this  applies  to,  the  man  who  pays  the  whole 
thing  in  the  end  is  the  American  consumer.  I  think  it  would  help 
some  even  in  distribution,  because  it  would  eliminate  some  of  the 
gambling  features,  which,  it  seems  to  me,  would  be  a  pretty  good 
thing;  but,  after  all,  since  you  leave  the  expensive  machinery  that 
^ill  exists,  you  still  have  the  middleman,  who  is  a  part  of  this  ma- 
chinery that  we  have  now,  who  will  make  the  same  profits. 

Mr.  Jeweti.  You  would  take  the  gambling  feature  out  very  exten- 
sively. 

The  Chairman.  I  think  that  is  very  true. 

Mr.  Jewett.  When  you  take  that  out  of  wheat,  Senator,  you  take 
otit  an  awful  lot  of  the  present  objectionable  features. 

Senator  Gooding.  Whsit  becomes  of  the  board  of  trade?  Have  you 
figured  out  what  happens  to  the  board  of  trade? 
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Senator  McNart.  He  went  into  that  a  while  ago.  ..... 

Mr.  Jewett.  I  feel  that  they  would  be  pretty  well  minimized  m 

their  operations.  .  j     xi.-    un 

The  Chairman.  If  there  was  a  big  overproduction  under  this  bill, 

whatever  loss  there  is  on  it  the  farmer  has  got  to  stand. 

Mr.  Jewett.  He  still  has  to  suffer  that.  i.     -,    •  j  j 

The  Chairman.  He  has  to  suffer  that  loss,  and  when  he  decided 

whether  he  would  put  in  a  certain  crop  he  would  always  be  facing 

the  fact  that  if  there  was  an  overproduction  it  would  come  out  of  his 

own  pocket  in  the  end.  . 

Mr.  Jewett.  And  the  amount  of  it  would  be  very  obvious  m  the 
development  of  the  equalization  fund.  ,..,-,•      x 

Senator  Gk)ODiNG.  Don't  you  think,  Mr.  Jewett,  that  the  drive  to 
grow  more  wheat  during  the  war  practically  developed  about  the 
maximum  production  of  wheat  in  this  country  ? 

Mr.  Jewett.  I  think.  Senator,  it  did ;  very  distinctly  so.  I  feel 
this  way  about  the  question  of  production :  I  don't  believe  we  are 
going  to  vary  very  much  from  750,000,000  to  around  850,000,000 

bushels.  ,    ,       •       i! 

Senator  Gooding.  I  think  that  is  safe.  -n   .  . 

Mr  Jewett.  I  don't  believe  we  can  develop  our  diyersifaed  farm- 
ing to  vary  that  very  much,  and  I  don't  believe  it  is  going  to  develop 

into  overproduction  very  much.  ^      ^  ,  ^-    n  .  -ii  ^# 

Senator  Gooding.  I  think  we  have  exhausted  practically  all  of 
our  cultivatable  public  areas.  I  think  I  can  say  m  my  State  that 
there  is  not  anv  left  in  Idaho  that  anyone  could  make  a  living  on, 
of  what  you  might  call  land  that  is  possible  to  cultivate  and  make 
anything  more  than  a  living  off  of.  All  of  it  has  been  taken  some 
time  ago,  and  I  think  that  is  pretty  nearly  true  of  all  the  western 
States  So  that  I  think  we  are  in  an  entirely  different  position  than 
Canada.     Their  possibilities  are  something  large. 

The  CHAmMAN.  I  want  to  revert  to  the  organization  of  which 
you  are  manager.  You  gave  the  membership.  What  is  the  cost 
of  ioining  your  organization?    What  does  the  farmer  pay? 

Mr  Jewett.  The  American  Wheat  Growers  Associated,  which  is 
the  s^ific  organization  that  I  am  general  manager  for,  is  the  cen- 
tral ^ine  agency  for  nine  State  associations.  Each  State  avia- 
tion is  formeH  on  the  so-called  California  plan.  A  man  pays  $10  as 
a  membership  fee,  signs  a  five-year  contract  in  which  he  agrees  to 
deliver  his  commodity  to  the  State  association  for  that  period  and 
take  therefor  the  average  prices  developed  by  the  operations  ot  the 

State  association.  .     .      ,  i?  i  i.  a^*- 

The  Chairman.  Has  your  association  been  successful  to  a  modest 

extent,  at  any  rate,  in  the  price  you  have  received? 

Mr   Jewett.  We  have  been  successful  in  the  economies  and  eft- 

ciency  of  our  operation.     Our  volume  has  not  been  sufficient  to 

make  us  a  satisfactory  price  factor.  a    1 4r    a^  ^^a 

The  Chairman.  Do  you  have  members  on  the  board  of  trade  and 

^^Mr  ^jE\^TO^^We  are  a  member  of  the  Minneapolis  and  Duluth 
Exchknges.    We  handle  our  wheat  through  those  exchanges. 

The  Chairman.  Your  organization  deals  with  the  agencies  that 
are  established? 
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Mr.  Jewett.  We  use  the  cash  operations  only.    We  do  no  busi- 
ness and  have  no  dealings  in  the  pit.     We  do  not  have  anything 
to  do  with  speculation  or  future  trading. 
The  Chairman.  Do  you  deal  only  with  your  own  members  ? 
Mr.  Jewett.  We  deal  only  with  our  own  members. 
^  The  Chairman.  Do  you  have  a  system  of  rebating  back  to  the 

farmers  anything?  ,       .      ..       ,  j     i. 

Mr.  Jewett.  No.  There  is  no  established  price  for  the  products. 
We  pay  them  75  per  cent  at  delivery  of  its  then  current  value,  and 
we  pay  them  the  balance,  whatever  it  may  be,  on  the  basis  of  the 
average  price,  at  the  close  of  the  season.  We  hold  out  25  per  cent 
until  the  seasons'  work  is  closed.  ^      . 

The  Chairman.  You  pay  75  per  cent  of  the  market  price  in  cash  ? 

•  Mr.  Jewett.  In  cash  at  the  date  of  delivery. 

The  Chairman.  And  then  at  the  end  of  the  season  you  have  just 

one  pool?  n       1,     X 

Mr.  Jewett.  In  some  of  our  States  we  have  what  we  call  a  short 

spring  pool,  but,  so  to  speak,  we  have  just  one  pool. 

The  Chairman.  At  the  end  of  the  season  the  expenses  are  figured 

t^'         up? 

W  Mr.  Jewett.  The  net  price  is  figured  up. 

The  Chairman.  And  then  you  rebate  back  through  your  or- 
ganization to  the  original  producer? 

Mr.  Jewett.  It  is  not  exactly  a  rebate.  It  may  be  termed  that, 
but  we  pay  the  balance  then  due  the  grower. 

The  Chairman.  I  only  used  the  term  "  rebate  "  in  order  to  have 
some  expression  to  convey  the  idea. 
#'  Mr.  Jewett.  There  is  no  price  set  on  his  commodity  when  he  de- 

livers to  the  association.  We  only  use  the  current  price  as  an  esti- 
mate for  the  purpose  of  making  an  advance. 

The  Chairman.  Has  your  association  given  any  study  to  the 
freight  rate  question? 

Mr.  Jewett.  Yes,  we  have  thought  of  it  a  good  deal. 

The  Chairman.  Have  you  reached  any  conclusion  in  regard  to  it? 
ih  Mr.  Jewtott.  We  have  not  reached  what  might  be  termed  a  sound 

conclusion,  because  we  have  not  got  the  data.  What  we  would  term 
a  sound  conclusion  would  be  a  rate  that  would  bring  a  fair  return  to 
the  railroads  based  on  the  actual  valuation  of  their  properties. 
Whether  the  rates  now  provide  that  or  not  we  do  not  know  m  the 
sense  of  actual  figures. 

The  Chairman.  And  I  guess  nobody  does. 

•  Mr.  Jbwitt.  We  generally  assume,  however,  that  freight  rates  on 
farm  commodities  are  excessive,  and  they  are  burdensome.  However, 
the  most  liberal  reductions  that  might  be  visualized  would  not  m 
any  sense  cure  the  ills  of  the  wheat  grower.     It  may  be  3,  4,  5, 

or  6  cents  a  bushel.  .     . 

The  Chairman.  That  is  true,  that  every  concrete  thing  m  itself 
miffht  not  be  a  remedy,  but  many  things  put  together  might  be. 

•  Mr.  Jewett.  Would  be  helpful? 

The  Chairman.  Would  make  a  very  material  difference.  That 
certainly  is  one  element  involved  in  the  problem 

Mr.  Jewbtt.  Of  course  our  wheat  growers  are  very  definitely 
favorable  to  a  reduced  freight  rate,  but,  as  I  said  in  the  beginning. 
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they  are  obliged  to  draw  their  conclusions  without  scientific  data 
to  base  such  conclusions  on,  and  I  think  they  want  to  be  fair  to 
the  railroads. 

The  Chairman.  Can  you  tell  the  committee  anything  about  the 
freight  rate  from  Idaho  points  west  to  the  Pacific  coast,  to  Seattle 
and  Tacoma,  as  compared  with  Canadian  freight  rates  from  corre- 
sponding points  to  their  ports? 

Mr.  Jbwbtt.  I  have  not  checked  that  up,  Senator.  I  have  checked 
up  the  freight  rates  from  Canadian  points  east  as  compared  with 
Minneapolis.  I  gathered  some  data  together  for  hearings  before 
the  Tariff  Commission  with  respect  to  freight  rates  on  the  Canadian 
side  comparable  to  our  rates  on  our  side  moving  wheat  out  of 
Minneapolis  territory,  but  we  did  not  get  it  on  the  Pacific  coast. 

The  Chairman.  That  is  moving  eastward  ? 

Mr.  Jewett.  That  is  moving  eastward,  yes  sir;  moving  to  Port 
Arthur. 

The  Chairman.  The  committee  already  has  that,  but  we  have  not 
any  comparative  figures  on  commodities  to  the  west. 

Mr.  Jewett.  Of  course  there  has  not  been  any  great  amount  of 
Canadian  wheat  moved  west.     It  started  in  the  last  two  years. 

The  Chairman.  I  understand  last  year  it  made  a  very  big  jump. 

Mr.  Jewett.  Yes,  it  made  a  very  big  jump  last  year,  but  even  at 
that  it  is  not  a  big  percentage. 

The  Chairman.  I  judge  so.  I  don't  know  what  the  facts  may  be. 
but  if  this  jump  that  was  made  is  an  indication  of  what  is  coming, 
it  will  become  a  very  material  factor. 

Mr.  Jewett.  It  is  becoming  a  strong  and  material  factor  in  our 
oriental  trade.  We  sell  a  large  amount  of  wheat  to  Jap^anese  points, 
and  we  export  some  in  our  own  bottoms  to  those  points,  and  we 
found  in  the  last  two  years  that  the  Canadian  wheat  is  a  competitive 

factor  there. 

Senator  (toodtng.  What  is  the  rate  on  wheat  to  oriental  points? 

Mr.  Jewett.  It  is  about  $6  a  ton,  the  average  rate.  I  have  not  got 
that  offhand  per  bushel.  It  can  be  calculated.  Six  dollars  a  ton 
was  the  average.     I  know  that. 

Senator  Johnson.  Mr.  Jewett,  here  is  a  thing  I  would  like  to  get, 
and  I  thought  I  would  put  this  question.  You  realize  that  the  prices 
that  the  commission  men  charge  for  their  service,  between  the  farmer 
and  the  miller,  for  instance,  is  pretty  low,  isn't  it?  That  is  not  very 
unreasonable  at  the  present  time  ? 

Mr.  Jewett.  No  ;  a  cent  and  a  half  does  not  seem  to  be  unreason- 
able. Senator. 

Senator  Johnson.  So  you  agree  with  me  on  that ;  but  what  we 
farmers  have  been  kicking  on — and  I  wonder  if  you  will  agree  with 
me— is  the  price  that  the  miller  charges  for  grinding  the  flour  and 
then  when  the  flour  goes  into  bread  and  the  consumer  buys  it,  the  last 
one,  that  is  where  the  big  steal  is. 

Mr.  Jewett.  There  is  rather  a  wide  spread  in  there  somewhere. 
It  is  in  the  manufactured  commodity,  apparently. 

Senator  Johnson.  Of  course,  your  bill  or  Senator  McNary's  bill 
will  not  in  any  w^ay  prohibit  that  ? 

Mr.  Jewett.  That  spread  is  not  a  factor  that  enters  into  the  price 
of  the  commodity  that  goes  into  the  mill.     It  is  something  that  takes 
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place  in  manufacturing  channels  and  retailing  channels  way  beyond 
the  farmer.  So  far  as  the  grain  trade  is  concerned,  I  think  it  is 
fair  to  say  that  it  takes  place  beyond  the  grain  trade  proper.  Of 
coui*se,  no  marketing  bill  touches  that. 

Senator  Johnson.  I  guess  we  agree  on  that. 

Mr.  Jewett.  Before  I  close  I  would  like  to  offer  this  document. 

The  Chairman.  Just  make  a  brief  statement  explaining  what  it  is. 

Mr.  Jewett.  These  are  figures  compiled  by  the  Bureau  of  Agri- 
cultural Economics,  showing  the  pre-war  price  and  showing  what  the 
price  was  for  the  period  of  1921,  1922,  and  1923,  and  what  it  would 
have  been  if  this  bill  had  been  in  operation. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

.January  11,  15124. 

The  attached  tables  as  prepared  by  the  Bureau  of  Agricultural  Ecoatmiics, 
Washington,  D.  C,  show  the  benefits  that  would  have  been  secured  by  the 
American  wheat  farmer  in  1921, 1922,  and  1923  if  the  legislation  proposed  by  the 
American  Wheat  Growers'  Associated,  creating  an  export  commission' and 
corporation,  had  been  in  effect. 

Column  No,  1  shows  the  month. 

Column  No.  2  the  index  number  for  the  month. 

Colunm  No.  3  average  price,  1905-1914. 

Colunui  No.  4  prices  that  would  have  prevailed  if  commission  and  corporation 
iLad  been  operative. 

Column  No.  5  actual  prices  that  did  prevail. 

The  benefits  to  be  secured  in  all  markets  are  quite  apparent. 
Yours  very  truly, 

Geo.  J.   Jewftit", 
General  Manager. 

WHEAT,   SPRING,  MINNEAPOLIS. 
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(1) 


Month. 


January 

February 

March. .'. 

April 

May 

June 

July 

August 

September 

October 

November 

December 

Year.... 


(2) 

General  index,  1905- 
1914  basis. 


1921  ■ 


157. 1 


1922 


1923 


181.6 

$147.  4 

170.9 

150.6 

165. 6 

151.7 

158.1 

152.8 

154.9 

158.1 

151.7 

160.3 

150.6 

165.6 

151.  7 

165.6 

150.6 

163.5 

151.7 

164.5 

150.6 

166.7 

149.6 

166.7 

159.2 


$166.7 
167.7 
169.9 
169.9 
166.7 
163.5 
161.3 
160.3 
164.5 
163.5 
162.4 


(3) 

Money 
price 
No.l 
north- 
ern, 
1905- 
1914, 
weight- 
ed av- 
erage. 1 


$0,998 

.997 

.988 

.988 

1.042 

1.040 

1.044 

1.005 

.976 

.985 

.974 

.987 


(4) 

Calculated  price,  1905- 
1914  basis. 


1921 


$1.81 
1.70 
1.64 
1.56 
1.61 
1.58 
1. 57 
1.52 
1.47 
1.49 
1.47 
1.48 


1.002 


1.57 


1922         1923 


$1.47 
1.50 
1.50 
1.51 
1.65 
1.67 
1.73 
1.66 
1.60 
1.62 
1.62 
1.65 


$1.66 
1.67 
1.68 
1.68 
1.74 
1.70 
1.68 
1.61 
1.61 
1.61 
1.58 


(5) 

Actual  price,  No.  l  dark 
northern.! 


1921 


$1.81 
1.74 


1.72 
1.57 
1.67 
1.74 
1.81 
1.57 
1.56 
1.37 
1.30 
1.3:3 


1.60 


1.60 


1922 


$1.30 
1.58 
1..50 

\.m 

1.71 
1..5^ 

.04 

1.22 
1.20 
1.21 
1.28 
1.31 


1.43 


"  Compiled  by  Bureau  of  Agricultural  Economics. 


1923 


SI.  as 

1.31 
1.2f 
L34 
1.32 
1.22 
1.18 
1.22 
1.2t 
1.2S 
Lit 


/    J, 
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WHEAT. 


(1) 


Month. 


January 

February 

March 

April 

May 

June 

July 

August 

September. .. 

October 

November . . . 
December — 


(2) 


General  ind«x,  1905-1914 
basis. 


1921 


181.6 
170.9 
165.6 
158.1 
154.9 
151.7 
150.6 
151.7 
150.6 
!  151. 7 
I  150.6 
I     149.  G 


1922 


Year. 


157.1 


147.4 
150.6 
151.7 
152. 8 
158. 1 
160.3 
165.6 
165. 6 
163. 5 
164.5 
1C6.7 
166.7 


1923 


159.2 


166.7 
167.7 
169.9 
169.9 
166.7 
163. 5 
161.3 
160. 3 
164.5 
163.  5 
162.4 


(3) 

Money 
price  of 
wheat, 
Chi- 
cago. 
1905- 
1914.1 


$1,003 

1.004 

l.COl 

1.014 

1.04<.> 

1.02S 

.990 

.970 

.978 

.9^8 

.976 

.994 


(4) 

Calculated  price  of 
wheat,  1^05-1914  basis. 


1921 


$1. 821 
1.716 
1.658 
1.603 
1.625 
1.559 
1.491 
1.471 
1.473 
1.499 
1.470 
1.487 


1922    1923 


1.001 


1.573 


$1,478 
1.512 
1.519 
1. 549 
1.658 
1.648 
1.639 
1.600 
1.599 
1. 625 
1.627 
1.657 


$1,672 
1.684 
1.701 
1.723 
1.749 
1.681 
1.597 
1.  5>5 
1.60) 
1.615 
1.585 


(5) 

Actual  price  of  wheat, 
Chicago. 1 


1.594 


1921 


$1,911 
1.804 
1.665 
1.424 
1.584 
1.485 
1.300 
1.2«.6 
1.321 
1.246 
1.201 
1.216 


1922 


1.450 


$1. 240 
1.391 
1.354 
1.3K8 
1.401 
1.204 
1.222 
1.11>( 
100 
1.178 
1.251 
1.300 


1 


1923 


1.262 


$1,228 
1. 302 
1.2<)8 
1.283 
1. 245 
1.147 
1.014 
1.044 
1.102 
1.147 
1.076 


1  Average  of  No.  2  red  winter  and  No.  1  northern  spring  wheat. 

WHEAT:  NO.  2  HARD  WINTER,  KANSAS  CITY. 


(1) 


Month. 


(2) 

General    index, 
1914  basis. 


1905- 


1921 


1922 


January — 
February... 

March 

April 

May 

June 

July 

August 

September. 
October — 
November. 
December. . 


Year. 


181.6 
170.9 
165.6 
158. 1 
154. 9 
151. 7 
150.6 
151. 7 
150.6 
151.7 
150.6 
149.6 


157.1 


147.4 
150.6 
151.7 
1.52.  8 
158. 1 
160. 3 
165.6 
l{i5.6 
163. 5 
164.5 
166.7 
166.7 


1923 


159.2 


166.7 
167.7 
169.9 
169.9 
166.7 
163.5 
161. 3 
160.3 
164.5 
163.5 
162.4 


(3) 

Money 
price, 
weight- 
average 
1905- 
1914.1 


(4) 

Calculated  price,  1905- 
1914  basis. 


1921 


$0,948 
.940 
.941 
.952 
.994 
.981 
.896 
.887 
.910 
.927 
.917 
.935 


.936 


$1.72 
1.61 
1.56 
1.51 
1.54 
1.49 
1.35 
1.35 
1.37 
1.41 
1.38 
1.40 


1922 


1.47 


$1.40 
1.42 
1.43 
1.45 
1.57 
1.57 
1.48 
1.47 
1.49 
1.52 
1.53 
1.56 


1923 


(5) 

Actual  price,  weighted 
average.  1 


1.49 


$1.58 
1.58 
1.60 
1.62 
1.66 
1.60 
1.45 
1.42 
1.50 
1.52 
1.49 


1921 


1922 


$1.72 


62 
1.55 
1.33 
1.47 
1.38 

14 
1.15 
1.22 
1.10 
1.10 
1.09 


1 


1.32 


$1.13 
1.29 
1.34 
1.35 
1.34 
1.17 
1.13 
1.04 
1.04 
1.13 
1.17 
1.17 


1.19 


1923 


$1.14 
1.15 
1.16 
1.20 
1.16 
1.04 
.96 
1.01 
1.09 
1.12 
1.09 


I  Compiled  by  Bureau  of  Agricultural  Economics. 

WHEAT:  NO.  2  RED  WINTER,  CHICAGO. 


(1) 


Month. 


(2) 

General    index, 
1914  basis. 


1905- 


January — 
February.. 

March 

April 

May 

June... — 
July....... 

August 

September. 
October — 
November . 
December. . 


1921 


1922 


Year. 


181.6 
170.9 
165.6 
158.1 
154.9 
151.7 
150.6 
151.7 
150.6 
151.7 
150.6 
149.6 


157.1 


147.4 
150.6 
151.7 
152.8 
158.1 
160.3 
165.6 
165.6 
163.5 
164.5 
166.7 
166.7 


1923 


159.2 


166.7 
167.7 
169.9 
169.9 


(3) 

Money 
price, 
weight- 
ed 
average, 
1905- 
1914.1 


(4) 


Calculated  price,  1905- 
1914  basis. 


166. 
163. 
161. 
160. 
164. 
163. 
162. 


$1,017 

.083 

.995 

1.008 

1.050 

1.021 

.929 

.920 

.960 

.990 

.974 

.992 


1921         1922 


,987 


1.85 

$1. 

1.68 

1. 

1.65 

1. 

1.59 

1. 

1.63 

] . 

1.55 

!• 

1.40 

1.40 

1. 

1.45 

1. 

1.50 

*• 

1.47 

1. 

1.48 

1. 

(5) 

Actual  price,  weighted 
average.  1 


1.55 


« 


t    I     # 


*       4 
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«;r.n.,tor  McNary.  Mr.  Chairman.  I  have  here  a  pamphlet  issued 
l.vtrAmm\;an  Wheat  Growers  Associated,  discussmp  the  general 
JriSpksTvolved  in  the  bill,  which  I  think  would  be  mterestmg 
to  have  in  the  i-ecord. 

The  Chairman.  All  right.  -  .   ^       .a  u  oc.+v.nnvv«  ^ 

(The  pamphlet  referred  to  is  here  printed  in  full,  as  follows .) 

CoMMODmES  BY  AMERICAN   WHEAT   GROWERS   ASSOCIATED. 

WHAT'S  WRONG  WITH   WHEAT? 

.  rru.  T-nUprt  states  orodiices  annuallv  about  800,000.000  bushels  of  wheat, 
of  wMch  appn^imat^y  fl0%m>  bushels  is  in  excess  of  don.estie  requuvments 
and  is  exported  to  foreign  ^'ountr  es.  „__,„,.  ^^.^  the  country  to  eontinu.^ 

"'r  Der^s'^^^^^^  ^Snons,  curtailed  fore  .n  buyin,  povver,  low  standards 

^%''^h?av^'ilaSe  world's  n^arket  price  for  our  ^^^^^^^^'^^^^^^^ 

^r^edl^^^ra^sSi^TIJira^  ^  ~^  -f  ^^^^ 

poopTfces  and  prices  paid  to  American  farmers  ^'^^f  ^'^v'  imnmder*  preseiu 
has  it  bn.adened  to  any  great  extent.     So,  it    s  ^^^^f  '  ^^.  l^^^l^^  \!;^[  }  ,tX 
niflrketiuL'  conditions  any  considerable  increase  in  the  price  lei-cneo  loi 
exnort  ble  surplus  will  result  in  a  comparable  increase  in  domest  c  prices. 

tn  order  to  Sew^  production  profitable,  then,  i-  is  necessary  to  bolster 
th^prTce  yih^miiterstat'L  export  wheat  to  such  an  extent  that  the  domestic 
i>rice^  will  bring  a  satisfactory  return  to  the  producer. 

Wth  this  in  view  several  plans  have  been  proposed.  Some  of  them  vNould 
hnve  be^i  impoten  'if  put  in  effect.  Others,  pn.bably  capable  ot  i;n>auc-mg 
some  benefical  results,  were  discarded  because  they  contained  features  not 
rmslderrd  desirable  bv  many  people.  This  pamphlet  describes  a  ^|^^;'^^J  fj^ 
4ab  S  vvheat  pr  ces  on  a  proper  basis  wihout  any  tax  on  the  United  State^ 
T^^^^^t"-  method  which  will  n<.t  disturb  coopem^  and 

need  not  disturb  the  present  marketing  macliinery  of  the  (ouiUi\. 

TO    STAIULIZE    WHEAT    PRICES. 

1  Fstiblish  a  Federal  agency  which  will  determ  ne  wha  prices  of  xvheat 
^h/uh  be  tfgve  wheat  n  fair  exchange  value  with  other  commodif.es.  In 
othewllrdsrto  determine  how  much  money  the  farmer  ^^-^.j^^;!^!;;  ~ 
to-dav  to  equal  in  purchasing  power  the  money  he  received  during  pn-wai  >eai.. 

2  Th  sTency  to  collect  or  cause  to  be  collected  an  excise  tax  on  all  marketed 

^Tf^^I^^^'^'^  to  be  applied  as  a  premium  to  all  wheat  sold 

^""inSuch  as  the  export  portion  of  the 'American  crop  is  only  about  on^-founh 
of  the  total  marketed  portion,  every  cent  per  bushel  collected  as  an  excise  tax 
would  be  applied  at  the  rate  of  4  cents  per  bushel  as  a  premium  or  bounty  on 

"^lsTnTn^st?atlon"of  how  this  plan  will  work,  assume  it  ;^-«;^^-"/j:";;^\"^^^^^^^^^ 
«arv  to  establish  pre-war  purchasing  power,  to  raise  wheat  puces  geneiall.v 
20  to  25  cents  a  bu'^.hel.  A  tax  of  7  cents  a  bushel  wcmld  l>e  assessed  against 
all  marketed  wheat.  The  fund  thus  created  won  d  enable  the  l)\i>  men  of  a 
premium  of  approximately  30  cents  a  bushel  on  that  portion  *;?/^^^  .^'^J'^n  Hm 
for  export,  thereby  raising  the  export  price  and  resulting  in  a  like  ra  se^m  the 
domestic  price  for  all  wheat.  Result,  wheat  farmers  have  paid  a  tax  of  *  <^ents 
a  bushel  and  have  received  a  price  increased  by  30  cents  a  bushel,  securing  a  net 

benefit  of  23  cents  a  bushel.  .  u     i    i     «*  „.i.oot 

Apply  the  proposition  to  an  individual  farmer  with  1,000  bushels  of  ^^heat 

He  would  receive  30  cents  per  bushel  more  with  this  plan  in  operation  than 
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without  it.  He  would  pay  as  a  tax  7  cents  per  bushel.  The  net  result  would 
be  a  gain  of  23  cents  per  bushel  or  $230  on  each  1,000  bushels  sold. 

The  world's  price  would  be,  as  now,  the  ruling  price.  But  the  world's 
price  for  United  States  wheat  would  be  the  Liverpool  price  plus  30  cents  per 
busliel. 

The  net  result  is  the  same  as  if  the  Liverpool  price  for  United  States 
wheat  had  increased  23  cents  a  bushel. 

PUOPOSKl)    WHEAT    LEGISLuVTION. 

Proposed  legislation  to  carry  this  plan  into  effect  has  l)een  prepared  for 
consideration  by  Congress. 

The  agricultural  export  commission,  as  contemplated  in  the  bill,  will  be 
in  charge  of  general  adniiiiistrati<<n  of  the  export  service.  It  is  to  determine 
as  nearly  as  possible  the  amount  of  each  crop,  the  amount  to  be  exported,  and 
fix  the  necessary  tax  and  premium  to  raise  the  price  of  wheat  until  that  com- 
modit.v  regains  its  pre-war  purchasing  power.  The  commission  is  to  l)e  afforded 
every  assistance  by  other  Government  agencies  in  determining  amount  of 
each  crop  and  amount  to  be  exported,  also  to  make  use  of  cost  of  living  sur- 
veys from  the  Ilnretiu  of  Labor  Statistics  and  figures  from  the  Department  of 
Agriculture  in  determining  the  relative  value  of  wheat. 

i'lie  actual  business  details  of  operation  are  to  be  vested  in  the  agricultural 
export  corporation.  It  Is  proposed  to  furnish  the  corporation  a  capital  stock, 
from  the  United  States  Treasury,  of  .$200,000,000,  callable  only  as  required 
and  only  to  be  used  to  wliatever  extent  necessary  as  a  revolving  fund  in 
operations  pending  the  collection  of  the  tax  each  year. 

Tfie  cori)oration  may  eitlier  operate  through  existing  grain  trade  agencies 
and  cooperative  marketing  (»rganizations,  or  if  necessary  it  may  go  into 
market  (iirect  and  buy  an<l  sell  any  parr  of  the  export  surplus.  The  corpora- 
tion i-^  to  exist  only  during  the  present  depression — for  the  period  of  the 
present  emergency — and  at  all  events  for  not  more  than  10  years. 

HOW    THE    PLAN    WOULD    WORK. 

After  the  general  amount  of  the  tax  and  premium  has  been,  determined  by 
the  export  commission,  Government  script  would  be  placed  on  sale  at  post 
offic^es  oj'  elsewhere  tliroughout  the  country.  The  wheat  buyer  buying  direct 
from  the  producer  would  purchase  this  script  at,  say,  15  cents  a  bushel.  Tlien 
when  he  purchased  wheat  from  farmers  at,  for  example,  $1.50  a  bushel,  he 
would  pa.v  $1.35  in  cash  and  15  cents  in  script  for  each  bushel.  He  vrould  make 
his  own  siiles  to  exporters,  mills,  and  otherwise  in  accordance  with  the  $1.50 
price  of  the  wheat. 

The  15  cents  v  bushel  paid  by  the  dealers  for  script  would  go  directly  to 
the  export  cori)oration  and  would  be  used  in  whatever  part  became  necessary 
as  a  premium  on  export  sales  to  keep  the  domestic  prices  at  the  proper  level 
througliout  the  year.  Then  at  the  close  of  the  marketing  season  if  it  were 
found  lliJit  only  7  cents  a  bushel  had  been  used  in  this  way,  the  remainder, 
or  8  cents  a  bushel  would  be  paid  by  the  Government  at  the  close  of  the  season 
to  the  farmers  holding  the  script. 

There  is  provision  for  the  export  commission  and  export  corporation  to 
take  in  charge  the  marketing  of  the  surplus  of  any  other  agricultural  commodity 
in  addition  to  wheat  which  is  similarly  dependent  upon  international  prices, 
in  case  the  df>mestic  price  of  that  commodity  falls  below  a  pre-war  purchasnig 
power  basis.  This  would  make  the  Federal  export  establishment  an  insurance 
of  fair  prices  for  such  products  as  livestock,  cotton,  etc.,  as  well  as  wheat. 

The  proposed  legislation  i>rovides  nuichinery  for  the  mainveiiinice  of  tariff 
duties  on  wheat  or  other  alfected  products  at  a  point  higli  enough  to  cover 
the  elevation  of  the  dcmiestic  prices  to  normal  or  pre-war  relatioiiship  with 
other  commodity  prices. 

The  premium,  under  the  proposed  legislation  would  be  applied  on  an  equitable 
basis  to  exported  flour. 

SOME    QUESTIONS    ANSWERED.  , 

Is  this  Government  price  fixing? 

Not  in  any  respect.  It  is  merely  a  reverse  application  of  the  tariff  prin- 
ciple, making  that  principle  apply  to  what  the  farmer  has  to  sell  as  well  as  to 
what  he  must  bu.v.     His  export  business  would  be  handled  exactly  as  is  that 
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of  the  organized  manufacturing  interest  which  disposes  of  its  surplus  produc- 
tion on  export  markets  at  prices  below  those  obtaining  in  this  country  in  order 
to  maintain  production  and  protect  domestic  markets  from  a  surplus. 
Is  this  class  legislation? 

It  is  not,  but  rather  a  method  to  remove  the  stigma  of  class  legislation 
from  the  present  tariff  structure.  It  makes  the  tariff  apply  to  all  classes  mf 
American  products  instead  of  eliminating  the  agriculturists — a  very  large 
group. 

Is  this  Government  entry  into  business? 

Not  in  any  .sense  of  the  word.  This  proposed  legislation  contemplates  merely 
an  establishment  to  assist  the  farmer  in  collecting  an  excise  tax  on  the  total 
marketed  wheat  and  applying  it  as  a  premium  upon  the  exported  portion. 
Financially  the  whole  thing  will  be  done  by  the  farmers  themselves.  Tlie  only 
place  in  which  the  Government  enters  is  in  the  provision  of  machinery  to  do 
the  work,  the  cost  being  borne  by  the  wheat  growers. 
Is  this  a  Government  subsidy? 

Not  at  all.  The  money  ap])ropriated  for  use  by  the  commission  is  merely  a 
revolving  fund  to  be  returned  intact  when  the  emergency  has  passed  and  the 
operations  of  the  export  body  cease.  Financially  the  farmer  stands  on  his 
own  feet  throughout. 

Will  this  plan  injure  cooperative  marketing  associations? 
It  will  assist  the  operation  of  cooperative  marketing  associations.  These 
organizations  have  made  w^onderful  progress,  but  have  been  unable  to  sign 
up  sufficient  memberships  as  yet  to  control  a  percentage  of  the  national  wheat 
production  sufficient  in  volume  to  protect  domestic  markets  from  the  de- 
pressed conditions  of  world  markets.  This  proposed  plan  will  adequately  dis- 
pose of  the  problem  of  the  national  surplus.  It  will  leave  to  the  cooperative 
marketing  associations  the  problem  of  controlling  orderly  distribution  of  the 
domestic  consumption. 

Will  it  increase  production? 

It  will  not  increase  production  because  the  tax  will  be  an  ever-present  argu- 
ment to  all  farmers  of  the  evil  of  growing  an  excessive  surplus.  And  it  is  ob- 
vious that  the  greater  the  exportable  surplus,  the  higher  the  tax  and  the  less 
the  net  result. 

How  v,Mll  the  plan  affect  high-crade  spring  wheats? 

It  will  maintain  proper  premiums,  in  relation  to  actual  milling  vaines.  be- 
tween the  different  kinds  of  wheat.  Premium  whent  will  benefit  equally 
with  all  other  varieties.  The  effect  will  be  a  flat  increase  in  basic  domestic 
prices  corresponding  to  the  amount  added  to  the  export  rrice.  The  various  dif- 
ferentials in  w^heat  values  will,  of  course,  be  maintained. 
Is  this  plan  economically  sound? 

"  Economic  soundness  "  is  an  empirical  term,  determined  by  relative  condi- 
tions. This  plan  is  nothing  more  nor  less  than  united  action  on  the  pprt  of 
the  producers  of  a  certain  commodity,  assisted  by  Government  action,  to  pro- 
tect themselves  from  foreign  competiti'^n.  In  other  words,  the  tariff  principle. 
If  that  principle,  recognized  by  the  Government  for  many  years,  is  sound, 
then  so  is  this  plan.  If  steel  bars  may  he.  v.ith  economic  stabilitv,  manufac- 
tured for  sale  in  this  country  at  n  price  above  world  prices  under  tariff  protec- 
tion and  any  surplus  sold  to  foreign  markets  at  lower  prices,  then  so  may  wheat 
be  grown  and  sold. 

How  will  the  relative  pre-war  purchasing  vplue  of  wljeat  he  determined? 
By  use  of  index  numbers  provided  by  the  Bureau  of  Labor  Statistics  show- 
ing the  relative  value  of  all  commodities  at  t^'e  presert  time  as  compared  with 
pre-war  values.  In  connection  with  these  fisrures  the  price  of  wh.eat  during 
the  years  1905  to  1914  will  be  taken  as  determining  its  pre-war  purchasing 
power.  Formulas  for  arriving  at  the  necessary  index  figures  are  included  in 
the  hill. 

What  will  be  the  result  to  the  American  "onsumer  in  increased  prices  of 
bread? 

The  following  chart  is  based  upon  bread  prices  in  Washingt<»n.  D.  P..  dur- 
ing September,  1923.  The  first  column  shows  the  price  of  bread  with  wheat  at 
its  present  sales  price  to  the  farmer.  The  second  shows  what  bread  would 
cost  with  the  price  paid  to  the  farmer  increased  to  a  fair  exchange  value  as 
contemplated"  by  the  plan.  It  will  he  noted  that  the  increase  amounts  to  only 
slightly  more  than  one-half  cent  on  each  loaf,  the  increase  being  from  9  cents 
to  9.56  cents  per  loaf.     And  this  slight  increase  might  well  be  taken  care  of  in 
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the  margins  now  going  to  the  bakers  and  retailers,  particularly  as  a  return  of 
prosperity  to  the  wheat  grower  would  result  in  increased  prosperity  elsewhere 
throughout  the  country  and  correspondingly  increased  consumption. 

THE  NECKSSITY   K)ll  (K)VKUN  MKNT  ACTION. 

Secretary  of  Agriculture  Henry  C.  Wallace  on  December  7,  1923,  made  a 
report  to  the  President  on  the  wheat  situation  in  which  conditions  were  frankly 
discussed  The  following  excerpts  are  pertinent,  and  show  the  necessity  for 
prompt  Federal  action  to  improve  the  present  situation  of  wheat  producers : 

"A  suit  of  clothes  which  cost  the  farmer  in  North  Dakota  21  bushels  of 
wheat  in  July,  1913,  cost  him  31  bushels  in  1923,  and  a  wagon  which  then  cost 
him  103  bushels  wouhl  now  cost  him  166  bushels."  ^    ^  ,, 

"  With  the  November  farm  price  of  wheat  only  107  per  cent  of  the  pre-war 
average  price,  the  wholesale  price  of  all  commodities  which  is  generally  taken 
as  a  measure  of  the  price  level  was  153  per  cent  in  October.  On  the  basis  of 
this  price  level  the  average  farm  price  of  wheat  should  have  been  about  $l.d5 
per  bushel  for  November  to  give  wheat  pre-war  purchasing  power  at  wholesale 

"Tlie  low  price  and  purchasing  power  ol  vvneat  directly  affects  the  income 
of  about  2,000,000  farmers.  In  large  areas  of  North  Dakota,  South  Dakota, 
Kansas,  Nebraska,  Montana,  Idaho,  and  Washington  farmers  depend  almost  en- 
tirely upon  wheat  for  their  cash  income."  ^  ^,,    tt  -^   i  ow  .  4e 

"As  a  direct  source  of  cash  income  the  wheat  crop  of  the  United  Slates  is 
more  important  than  the  corn  crop,  a  large  part  of  which  is  ^edto  livestock  In 
five  vears  ending  with  1922  farmers  sold  on  the  average  711,000,000  bushels  of 
wheat  and  544,000,000  bushels  of  corn.  More<jver,  a  large  part  of  the  corn  sold 
is  from  one  farmer  to  another  for  livestock  feed.  Many  wheat  farmers  produce 
other  commodities  than  wheat,  but  the  prices  of  many  of  these,  such  as  oats, 
barley  and  rye,  are  below  pre-war  prices.  The  specialized  wheat  farmer,  as  a 
rule  does  not  produce,  or  produces  only  for  home  use,  the  commodities  such  as 
corn,  butter,  eggs,  cotton,  and  wool,  which  are  now  selling  at  relatively  high 

T)rices  " 

"  The  low  price  and  purchasing  power  of  wheat  is  far-reaching  in  its  effects, 
for  not  only  the  wheat  farmer  but  practically  all  classes  of  business  men  whose 
income  depends  to  any  extent  upon  the  prosperity  of  the  wheat  farmer  are  ad- 

verselv  affected  " 

"Inasmuch  as  the  first  step  looking  toward  increasing  the  domestic  price 
requires  the  disposition  of  the  surplus  over  and  above  domestic  needs,  and  inas- 
much as  the  facts  presented  in  the  foregoing  pages  indicate  that  the  world  pro- 
duction of  wheat  will  probably  be  overlarge  for  another  year  or  so,  the  sugges- 
tion that  the  Government  set  up  an  export  corporation  to  aid  in  the  disposition 
of  this  surplus  is  worthy  of  the  most  careful  consideration.  Such  a  corporation 
necessarily  would  need  rather  broad  powers.  It  would  not  be  necessary  that  it 
should  undertake  to  handle  the  entire  crop,  and  it  could  probably  carry  on  its 
activities  in  cooperation  with  existing  private  agencies.  If  it  should  be  found 
necessary  to  arrange  for  the  sale  of  the  suri)lus  exported  at  a  price  much  lower 
than  the  domestic  price,  the  loss  so  incurred  would  properly  be  distributed  over 
the  entire  crop.  The  prime  duty  of  such  an  export  corporation  would  be  to  re- 
store so  far  as  possible,  the  pre-war  ratio  between  wheat  and  other  farm  prod- 
ucts of  which  we  export  a  surplus  and  other  commodities.  Its  activities  would 
therefore  expand  or  contract  according  as  the  relative  prices  for  farm  products 
varied  with  other  commodities,  and  it  would  cease  to  function  as  pre-war  ratios 
become  fairly  w^ell  restored." 

(The  committee  then  adjourned  to  10  o'clock  a.  m.,  Monday,  Janu- 
ary 21,  1924.) 
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TUESDAY,  JANTJABY  22,   1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  e326,  Senate  Office  Building,  Senator  George  W.  Norris  pre- 
siding. T    JJ 

Present:  Senators  Norris  (chairman),  McNary,  Capper,  Liadd, 
Norbeck,  McKinley,  Heflin,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  The  first 
witness  this  morning  is  Mr.  Egbert. 

STATEMENT  OF  MR.  HUBERT  EGBERT,  FARMERS'  EDUCATIONAL 
AND  COOPERATIVE  UNION  OF  AMERICA,  THE  DALLES,  OREG. 

Mr.  Egbert.  Mr.  Chairman  and  gentlemen,  my  name  is  Hubert 
Egbert.  Mv  home  is  at  Laidlaw,  Oreg.  I  am  a  farmer  and  operate 
and  live  on  a  farm  about  20  miles  east  of  Laidlaw,  Oreg.,  on  the 
Deschutes  River.  My  present  position  is  State  president  of  the 
Farmers'  Cooperative  Union  of  America  for  the  district  of  Oregon 
and  southern  Idaho.  I  am  also  president  and  manager  of  the 
Farmers'  Cooperative  Grain  Elevator  Co.,  and  was  sent  here  by  the 
farmers  of  my  district  not  to  dictate  or  even  to  suggest  to  this 
honorable  body,  but  in  the  hope  that  I  might  gain  some  general 
information  to  assist  me  in  the  work  I  am  endeavoring  to  do.  How- 
ever, we  feel  that  if  it  is  in  your  good  judgment  possible  for  you 
to  assist  us  financially,  due  to  present  conditions,  it  would  be  very 
much  appreciated  by  us,  and  the  country  is  financially  embarrassed, 
due  to  the  conditions  brought  about  by  readjustment.  Other  indus- 
tries have  been  able  to  readjust  themselves  apparently.  They  are 
operating  on  a  prosperous  basis  because  they  have  been  able  to  con- 
trol the  market  price  of  their  produce.  The  farmer,  unfortunately, 
has  not  been  able  to  do  this,  and  in  consequence  we  are  operating 
now  at  a  loss.  We  do  not  feel  that  it  is  further  credit  that  we  need, 
because  the  farmers  are  discouraged  about  going  on  and  throwing 
good  money  after  bad  money  in  an  unprofitable  market,  and  what 
we  need  now  is  something  that  is  going  to  help  us  at  this  time  to 
readjust  oui*selves. 

We  have  heard  considerable  talk  aboui  diversification,  and  my  ex- 
perience has  been — and  I  have  been  farming  in  Oregon  for  probably 
30  years,  having  been  in  the  State  for  45  years — my  experience  has 
been  that  our  climatic  conditions  are  such  and  the  nature  of  our 
country  is  such  that  any  further  diversification  than  it  is  doing 
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would  not  be  practicable.  We  have  experimented,  we  have  tried, 
and  there  are  only  certain  crops  that  we  can  raise.  It  is  a  semiarid 
country.  We  have  to  pursue  the  summer- fallow  system.  We  have 
to  conserve  the  moisture  of  two  years'  rainfall  to  produce  one  year's 
crop  successfully.  Our  crops  have  been  good  and  the  quality  has 
been  good.    There  is  no  complaint  as  to  that. 

Senator  Gooding.  How  big  a  section  of  the  country  does  that 

cover  ? 

Mr.  Egbert.  My  district  is  the  State  of  Oregon  and  southern 
Idaho — the  organization  which  I  represent. 

Senator  Gooding.  Are  you  familiar  with  the  condition  of  the 
farmers  up  around  Walla  Walla  ? 

Mr.  Egbert.  No,  sir.  That  is  not  in  my  district.  I  am  not 
familiar  with  it. 

Senator  Gooding.  What  I  wanted  to  bring  out  is  that  a  large 
portion  of  that  country  in  the  Northwest  is  similar  to  your  country, 
and  they  have  to  summer  fallow  and  conserve  their  moisture,  and 
rotation  of  crops  there  is  not  practical,  just  as  it  is  not  in  your 
district. 

Mr.  Egbert.  Yes,  sir ;  that  is  true. 

Senator  Gooding.  It  is  what  you  might  call  essentially  a  wheat 
country,  and  if  they  can  not  grow  wheat  it  means  practically  the 
abandonment  of  that  whole  country.     That  is  correct,  is  it  not  ? 

Mr.  Egbert.  It  is.  That  is  true  of  practically  the  majority  of 
Oregon.  Oregon  is  a  State  of  magnificent  distances,  and  the  ma- 
jority of  Oregon  is  similar  to  the  majority  of  Washington.  There 
is  a  big  strip  of  country  that  extends  through  the  two  States.  Of 
course,  there  are  favored  local  communities,  but  they  are  really  small 
compared  with  the  State,  where  it  is  possible  to  diversify  to  some 
extent,  but  in  tliose  places  they  do  now  diversify.  Where  it  is  pos- 
sible, they  have  dairy  herds;  and  I  think  that  the  dairy  industry 
and  the  fruit  industry  is  probably  pretty  well  developed  in  that 
country  now,  and  probably  about  as  much  of  either  as  there  is  any 
local  demand  for.  But  in  our  part  of  the  country,  in  eastern  Ore- 
gon— and  in  eastern  Washington,  so  far  as  I  am  f amaliar  with  it — 
because  we  have  two  dry  seasons — the  summer  season  and  the  winter 
season — it  is  impossible  to  keep  their  cows  up  to  their  standard  of 
production  in  those  seasons  and  we  are,  generally,  a  considerable 
distance  from  our  market. 

The  farmers  of  our  district  are  in  a  desperate  mood,  of  course,  as 
you  will  understand,  and  we  are  pretty  nearly  in  a  position  of  grasp- 
ing at  any  s*:raw  as  an  emergency  consideration  until  such  time  as 
readjustment  will  take  care  of  the  country,  and  that  has  prompted 
us  to  consider  the  most  popular,  more  just,  and  most  equitable  plan 
that  has  from  time  to  time  been  submitted  for  our  consideration.  To 
the  limit  of  our  understanding  we  have  studied  various  measures, 
and  while  we  do  not  think  that  any  one  measure  will  prove  a  cure 
for  all  of  our  ills,  still  there  are  provisions  that  have  been  suggested 
which  we  feel  would  be  a  step  in  the  right  direction,  and  from  my 
limited  understanding  of  the  proposed  McNaiy  bill  it  seems  to  be  the 
most  popular  bill  that  has  been  called  to  our  attention  up  to  this 
time;  and  since  we  have  been  advised  many  times  that  it  is  very 
essential  that  we  should  be  united  on  some  one  bill  and  get  together 
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on  something,  we  farmers  of  my  district  have  concluded  to  get  to- 
gether and  indorse  the  so-called  McNay  or  Haugen  bill  in  the  hope 
that  it  will  afford  us  considerable  benefit.  It  is  an  emergency  bill, 
of  course,  and  it  has  been  very  ably  presented  before  this  body  by 
the  preceding  speakers,  so  it  is  not  my  purpose  to  go  into  the  bill 
extensively,  but  I  do  not  know  exactly  what  the  gentlemen  here 
would  like  to  have  me  bring  out.  Of  course,  I  could  go  into  detail 
as  to  the  embarrassing  financial  condition  that  now  confronts  t?»e 
farmers,  but  I  presume  that  you  have  heard  so  much  of  that  that 
you  are  probably  as  well  informed  as  I  am. 

The  Chairman.  I  think  it  is  true  that  this  emergency  bill  that 
you  speak  of,  known  here  as  the  Xorbeck  bill,  would  not  have  any 
application  to  your  section  because,  as  you  say,  you  are  diversifying 
as  much  as  you  can. 

Mr.  Egbert.  Yes.  sir. 

The  Chairman.  That  is  the  principal  object  of  that  bill. 

Mr.  Egbert.  I  don't  think  it  is  possible  to  diversify  to  any  greater 
extent. 

The  Chairman.  Have  3^ou  analyzed  any  other  bill  besides  the 
McNary  bill.  ' 

Mr.  Egbert.  To  a  certain  extent.  I  will  sav  that  we  have  not 
been  able  to  receive  copies  of  other  bills,  but  from  the  interpretation 
that  we  have  received  of  them,  and  explanation 

The  Chairman.  Where  do  vou  get  the  interpreation  or  explana- 
tion? 

Mr.  Egbert.  Principally  through  the  publicity  given  the  bills  in 
the  newspapers. 

The  Chairman.  This  McNary  bill  is  advocated  by  this  wheat 
organization  of  which  Mr.  Jewett  is  the  head,  and  did  you  get 
your  information  through  his  organization  in  regard  to  that? 

Mr.  Egbert.  Yes,  sir.  In  fact,  I  think  it  has  been  presented  to 
us  by  members  of  our  organization  and  Mr.  Harrow,  who  has  been 
working  on  the  bill. 

The  Chairman.  That  is  the  onlv  bill  tliev  advocated,  is  it  not? 
Did  they  speak  of  any  other  bills? 

Mr.  Egbert.  Yes;  I  think  that  has  been  the  chief  bill  they  have 
advocated,  although  they  have  probably  considered  all  of  them.  In 
fact,  I  think  they  have  commented  to  some  extent  on  other  bills, 
but  the  McNary  bill  apparently  appealed  to  them  as  the  bill  of 
greatest  scope,  greatest  possibilities. 

In  your  question  as  to  diversification,  even  though  there  was  a 
possibility  that  they  might  diversify  to  a  greater  extent,  it  would 
necessarily  require  considerable  preparation,  and  it  would  curtail 
our  production  at  a  time  when  we  can  ill  afford  to  take  a  curtailment. 

The  situation  is  just  this.  Bankers,  men  avIio  are  conducting 
country  banks,  and  local  I'epresentatives  of  the  Federal  Reserve 
banks,  have  told  me  that  farm  paper  is  only  worth  now  about  60 
cents  on  the  dollar,  and  that  the  majority  of  farm  notes  are  ovei\hie, 
and  it  would  be  a  calamity  to  have  to  call  those  not(^s  now.  because 
the  farmers  could  not  pay  the  interest,  let  alone  the  principal,  and 
the  banks  are  not  able  to  carry  the  remainder  of  the  loans,  and  we 
have  our  machinery  and  equipment  for  the  line  of  farming  that  we 
are  engaged  in,  and  we  are  not  buying  any  more  new  equipment 
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than  necessary,  because  we  are  not  able  to,  and  any  extensive  diversi- 
fication would  require  new  equipment,  and  even  then  our  experience 
has  shown  us  in  the  past  that  it  does  not  justify  trying.  I  have 
tried  raising  cattle,  hogs,  and  sheep,  and  many  of  my  neighbors 
have  tried  raising  fruit,  but,  as  you  know,  a  fruit  grower  is 

The  Chairman.  That  is  not  because  he  does  not  produce  the 
fruit,  is  it? 

Mr.  Egbert.  No. 

The  Chairman.  Is  not  that  mainly   a   freight-rate  proposition, 

that  it  costs  too  much  to  get  it  to  market  ? 

Mr.  Egbert.  Yes,  sir.     That  explained  the  differential. 

Senator  McKinley.  Let  me  ask  you  about  the  f  reiglit-rate  propo- 
sition. 1  noticed  the  other  day  down  here  a  grocery  store  where 
they  are  offering  to  sell  three  pounds  of  apples  for  22  cents.  I  hat 
would  be  $4.40  a  bushel.  What  would  that  bushel  of  apples  be 
worth  in  Oregon? 

Mr.  Egbert.  About  70  cents. 

Senator  McKinley.  How  much  is  the  freight  from  Oregon  here? 

Mr.  Egbert.  I  could  not  tell  you.     I  don't  know. 

Senator  McKinley.  Then  how  do  you  know  it  is  the  freight  rate 

that  affects  you?  ,  p  ^i     i  •  u 

Mr.  Egbert.  I  said  some  of  our  farmei-s  complain  ot  the  nign 

freight  rates. 

Senator  McKinley.  Probably  half  of  that  $4.40,  or  less,  is  repre^ 

sented  by  freight.  .    ^,  ^..       i-     -    £ 

Senator  Gooding.  I  understand  that  the  rate  is  $2.20  on  fruit  from 

Washington.  ^  , ,  .    ,  i      i     * 

The  Chairman.  Senator,  how  much  would  it  be  on  a  carload  ot 

^  S^enator  Gooding.  Around  $650  a  car,  and  I  think  apples  is  about 
the  same  rate,  mavbe  not  (piite  as  much — not  quite  as  high. 

The  CiiAimiAX.  There  is  no  icing  of  fniit,  is  there? 

Senator  Gooding.  Yes.     Not  all  fruit.     Not  ^ oj' JiPP^^f *. „     ^'   , 

Senator  McKinley.  Is  it  not  a  fact  that  the  McNary  bill  affords 
an  opportunity  to  more  or  less  control  the  market  and  handle  the 
surplus,  Is  it  not  a  fact  that  the  McNary  bill  rather  takes  care  of 
you  by  caring  for  the  surplus  until  there  is  a  demand?     . 

Mr  Egbfut.  We  understand  it  has  the  tendency.  That  is,  in  tact, 
one  of  the  functions  of  the  bill.  It  could  be  applied  to  any  agricul- 
tural commodity  when  it  is  below  the  ratio  price.  ,,    ,         , 

Senator  McKinley.  Assuming  that  it  can  be  shown  that  apples 
are  laid  down  here,  including  the  freight,  at  a  cost  of  $2.20,  and 
sold  at  $4.40,  have  you  any  suggestion  that  would  right  that  situa- 

^^Mr  Egbert.  Well,  it  has  occurred  to  me  that  possibly  more  direct 
marketing  facilities  might  cure  a  certain  per  cent  of  that.  It  is 
probable,  although  I  will  say  I  am  not  acquainted  with  jobbing 
very  much.  It  is  probable  that  this  product  goes  through  several 
hands  between  the  farmer  and  the  consumer,  each  taking  their 

commissions.  .,  ,      .  ,  u     u 

Senator  McKinley.  Here  until  recently  the  packers,  who  have 
their  distribution  houses  in  Washington,  advertised  that  they  sold 
meat  at  an  average  price  of  20  cents  a  pound  and  that  consumers 
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paid  40  cents  a  pound.    What  is  your  suggestion  about  correcting 

Mr.  Egbert.  It  would  appear  then  that  that  was  a  matter  that  is 
local  between  yourselves  and  your  wholesalers,  or  between  your 
wholesalers  and  your  retailers.     That  is  beyond  our  jurisdiction. 

Senator  McKinley.  But  that  affects  the  farmer. 

Mr.  Egbert.  Sure  it  does  affect  the  farmer.  They  are  able  to 
name  the  price  that  they  give  the  farmer  for  his  product,  and  they 
are  also  able  to  name  the  price  that  you  consumers  must  pay  for  the 

product.  . 

Senator  McKinley.  Well,  have  you  any  suggestions  for  correct- 
ing that?  ,         .       /*        1. 

Mr.  Egbert.  I  understand  that  there  are  laws  m  effect  that  are 
supposed,  if  thev  function,  to  control  excess  profits  and  abnormal 
commissions,  but  apparently  they  do  not  seem  to  function  at  the 
present  time.  I  would  not  know  how  to  get  at  those  myself.  Not 
being  a  lawyer  and  not  being  familiar  with  the  laws,  I  would  not 
know  just  where  to  approach  these  things.  It  is  possible,  if  the 
farmers  could  not  have  their  agents  in  the  markets  of  the  East, 
through  some  organization,  that  they  might  be  able  to  get  in  di- 
rect touch  with  the  consumer  and  eliminate  a  whole  lot  of  the  dif- 
ferential or  spread  between  the  producer  and  consumer  by  selling 

flirftct 

Senator  McKinley.  Would  it  not  seem,  then,  that  that  is  the 

great  trouble? 

Mr.  Egbert.  It  probably  is  a  portion  of  the  trouble,  yes;  and  1 
think  it  would  be  the  tenclencjr  of  this  export  commission  to  l)c  in 
position  to  investigate  those  things.  They  would  be  a  Federal  cor- 
poration with  power  and  authority  to  get  m  touch  with  agricul- 
tural statistics  and  Federal  records.  It  would  put  them  in  a  posi- 
tion that  unforutnately  we  have  never  enjoyed.  They  have  never 
been  able  to  give  us  any  statistics  or  records  of,  you  might  say,  all 
the  manipulations. 

The  Chairman.  Of  course,  we  all  remember  the  manager  of  a 
cooperative  fruit  company  in  California  that  came  on  here  and  testi- 
fied how  large  organizations  of  that  kind  were  compelled,  instead  of 
selling  to  a  dealer  direct,  to  patronize  jobbers  and  commission  men. 
and  their  organization,  although  they  wanted  to  sell  direct,  were  at 
the  mercy  of  those  fellows  and  could  not  help  themselves.  Now,  if 
we  could'remedy  that  it  would  be  a  great  help,  there  is  not  any  doubt 
about  it,  if  something  can  be  done  to  eliminate  the  profits  of  middle- 
men. •      .V 

Senator  McKinley.  Of  course  in  the  meat  industry  here  is  the 
Center  Market,  and  even  though  the  packer  brings  the  meat  to  them 
and  lays  it  right  on  their  counter  at  20  cents  a  pound,  we  have  to 
pay  40  cents  a  pound. 

the  Chairman.  This  man  said  on  one  occasion  they  were  over- 
stocked with  a  large  supply  of  apples,  and  he  was  manager  of  this 
organization,  and  was  the  only  man  in  the  organization  who  had 
anything  to  say  about  it.  He  had  charge  of  the  entire  thing,  and 
he  tried  an  experiment  by  getting  out  a  lot  of  circular  letters  and 
sending  them  to  retailers,  as  I  remember  it,  somewhere  in  your  coun- 
try, in  Illinois,  and  immediately  orders  commenced  to  come  in  from 
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these  retiiilers,  and  they  were  tilling  them,  and  then  he  got  word 
from  the  jobbers  and  wliolesalers  from  tlitit  territory  countermand- 
ing their  orders,  giving  as  a  reason  that  they  had  gone  over  their 
lieads  and  were  selling  to  retailers,  and  notifying  them  tliat  they 
never  would  give  them  another  order,  and  they  had  to  go  back  and 
apologize  to  them  and  tell  them  they  wouldn't  do  it  any  more,  and 
they   haven't   done   it   since. 

Senator  Norbeck.  And  you  will  recall  that  there  was  testimony 
that  certain  of  their  members  were  selling  dried  fruit,  and  they  had 
to  give  that  up. 

The  Chairman.  They  gave  it  up.  He  said  they  could  not  sell  their 
product  if  they  undertook  to  sell  it  direct  to  the  dealers. 

Senator  Norbeck.  They  went  to  the  farmers  and  sold  it  back  to 
them  for  their  table  use. 

The  Chairman.  Have  you  any  further  statement? 

Mr.  Egbert.  I  do  not  exactly  know  what  you  gentlemen  would 
like  to  have  me  bring  out  or  what  you  are  especially  interested  in. 
I  will  say  that  what  we  are  especially  interested  in  is  immediate  re- 
lief by  some  just  and  equitable  measure  or  provision.  We  feel  that 
the  interest  of  the  farmer  is  jeopardized.  I  think  it  is  safe  to  say  that 
farming  is  on  a  scientific  basis,  but  apparently  it  is  not  profitable 
yet.  It  is  simply  a  business  that  he  has  been  operating  at  a  loss,  and 
he  is  living  on  his  reserve  and  depreciation,  and  how  long  he  can 
continue  to  do  that  even  under  the  most  favorable  circumstances  is 
a  question,  and  with  most  of  them  it  is  a  matter  of  a  very  short  time 
until  they  will  have  to  dispose  of  their  holdings. 

Senator  Ralston.  What  do  you  say  you  want  the  Government  to 
do?    Furnish  you  money? 

Mr.  Egbert.  We  don't  want  any  further  credit. 

Senator  Ralston.  Then,  what  can  the  Government  do? 

Mr.  Egbert.  Our  idea  was  that  by  the  enacting  of  this  bill  to  form 
an  agricultural  export  corporation  it  would  enable  the  farmers  to 
help  themselves  by  disposing  of  this  surplus,  which  they  tell  us  is  the 
cause  of  the  low  price  of  grain. 

Senator  Ralston.  You  think  it  would  help  you  in  the  foreign 
markets  ? 

Mr.  Egbert.  Yes,  sir.  That  is  the  idea.  We  feel  that  it  is  not 
advisable,  it  is  not  good  business  to  ask  for  further  credit  to  operate 
at  a  loss. 

Senator  Ralston.  Of  course,  you  can  not  find  a  foreign  market 
unless  the  people  in  that  foreign  market  are  able  to  buy  ? 

Mr.  Egbert.  That  is  the  purpose  of  this  commission,  to  take  care 
of  this  surplus,  whatever  it  may  be,  and  the  farmers,  perhaps  by 
this  scrip  system  tliat  is  illustrated  here  and  advocated  in  this  bill 
to  finance  the  difference  or  what  you  might  say  subsidize  the  ex- 
ports so  that  tliey  can  compete  with  other  markets  of  the  world. 

In  our  countrv  there  are  a  number  of  factors  that  enter  into  this. 
Of  course,  we  know  that  the  home  consumption  of  wheat — we  will 
take  wheat  as  an  example,  because  that  seems  to  be  the  leading 
consideration,  being  more  general  in  scope — it  appears  from  the 
statistics  that  we  receive  that  home  consumption  has  decreased,  the 
people  were  educated  to  get  along  with  less  grain  for  one  thing, 
and,  another  thing,  our  northwestern  millers  have  had  veiy  exten- 
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sive  contracts  in  the  Orient  and  in  the  islands,  and  southern  Europe, 
prior  to  the  war,  and  they  were  able  to  keep  their  mills  running 
to  fill  their  contracts,  but  during  the  time  that  wheat  was  tied  up 
they  lost  those  contracts  and  other  countries  bid  for  those  contracts 
and  have  in  many  cases  received  them,  and  that,  of  course,  in  a 
sense,  gives  us  a  larger  surplus  than  we  otherwise  would  have,  be- 
cause we  have  been  taking  care  of  a  portion  of  our  grain  through 
those  contracts.  We  lost  them  during  the  war  period  when  our 
wheat  was  tied  up  and  our  mills  were  unable  to  run. 

We  have  been  repeatedly  given  to  understand  that  ultimately  we 
must  work  out  our  own  salvation.  We  can  not  tear  down  some- 
body else's  established  institution  to  take  care  of  ourselves,  but  we 
must  find  some  means  of  working  out  our  own  case  to  the  best  pos- 
sible advantage.  We  don't  pretend  to  say  that  this  will  cover  the 
whole  ground,  but  we  feel  that  it  will  perhaps  reestablish  confidence 
and  will  give  people  a  new  lease  of  life,  new  hopes  to  build  on,  and 
the  farmer  naturally,  if  he  has  any  encouragement,  is  an  optimistic 
man  and  will  go  on  from  year  to  j^ear  producing  with  the  hope  that 
eacli  vear  there  will  be  more  favorable  circumstances,  more  favor- 
able  conditions. 

Senator  McNary.  Do  you  think  this  plan  set  forth  in  the  bill 
under  consideration  is  practical  ? 

Mr.  Egbert.  It  is,  it  seems  to  me.  Senator.  As  far  as  I  under- 
stand the  bill,  it  seems  to  me  the  most  practical  that  has  been  called 
to  my  attention,  although,  as  I  said  before,  I  admit  that  I  am  not 
thoroughly  conversant  with  other  proposed  bills,  but  it  is  at  this 
time  the  most  popular  bill  in  the  North. 

The  Chairman.  That  would  be  in  Washington  and  Oregon. 

Mr.  Egbert.  Among  my  people  out  there  in  my  district  it  is  the 
one  that  we  concluded  to  get  together  on,  and  we  were  not  sure 
that  the  bill,  at  the  time  it  was  proposed,  was  altogether  a  perfect 
bill,  but  we  felt  that  you  people  are  qualified  to  reconstruct  it  until 
it  is  a  workable  bill. 

If  you  gentlemen  have  any  questions  to  ask.  I  will  endeavor  to 
answer  them  to  the  best  of  my  ability.  I  would  like  to  assure  you 
that  anything  you  do  for  the  farmer  will  be  appreciated. 

The  Chairman.  All  right,  if  that  is  all.     Mr.  Stockton  is  next. 

STATEMENT  OF  MR.  W.  L.  STOCKTON,  CLARKSTON,  MONT.,  PRESI- 
DENT STATE  FARM  BUREAU,  PRESIDENT  STATE  DAIRYMEN'S 
ASSOCIATION. 

The  Chairman.  What  is  your  name  ? 

Mr.  Stockton.  W.  L.  Stockton. 

The  Chairman.  And  your  business? 

Mr.  Stockton.  I  am  a  farmer. 

The  Chairman.  Are  you  connected  with  any  farm  organization? 

Mr.  Stockton.  I  am  president  of  the  State  Farm  Bureau  and  also 
of  the  State  Dairymen's  Association. 

You  have  befoi*e  you  the  McNaiy  bill,  which  is  a  stabilizing  bill,  to 
try  to  stabilize  agricultural  products.  I  suppose  if  you  were  to  ask 
an  ordinary  farmer  what  his  main  troubles  were,  he  would  tell  you 
it  was  the  low  price  for  his  product. 
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Taking  wheat  as  an  example,  as  it  seems  to  be  the  biggest  sore  spot 
on  the  agricultural  map  at  present,  I  think  most  any  wheat  farmer 
would  offhand  tell  you  that  the  price  of  wheat  is  entirely  too  lo>y : 
yet,  as  a  matter  of  fact,  as  we  look  back  over  the  records  we  will 
find  that  the  price  of  wheat  during  the  past  50  years  at  the  terminal 
market  has  averaged  below  a  dollar  a  bushel  for  the  period,  ^or 
the  past  two  years  it  has  been  above  a  dollar  a  bushel.  Consequently, 
viewed  from  the  standpoint  of  dollars  and  cents,  the  price  is  not  low: 
but  the  trouble  has  been  the  exchange  value  is  low,  and  that  is  all 
we  raise  our  wheat  for.  If  we  could  not  exchange^  it  for  something 
else  it  would  not  take  a  very  large  batch  of  wheat  to  do  each  one  of 
us  The  exchange  value  is  low  because  the  price  of  the  commoditie^ 
the  farmer  has  to  buy  has  gone  up  very  materially— something,  1 
think,  like  50  per  cent.  I  think  you  Senatoi;s  all  know  the  Depart- 
ment of  Labor  gets  out  every  month  a  study  of  prices  of  a  large 
number  of  articles  in  the  commercial  trade.  I  think  there  are  407 
different  articles.  They  show  the  index  number  or  the  price  level  of 
these  articles.  If  wheat  was  put  on  the  same  ^^^^^ll^^^^f  f^^f^^^ 
levels  the  price  of  wheat  to-day  would  be  around  $1.62  a  busheL 
That  is  due  to  various  things,  but  quite  largely  it  is  due  to  the  taiiff 
on  manufactured  goods,  which  makes  their  price  high. 

We  like  to  pride  ourselves  on  the  development  of  our  manufactur- 
ing industry  and  the  high  state  of  living  of  the  laboring  man,  much 
hifher  than  in  other  countries,  brought  about  by  these  conditions : 
but  the  farmer  realizes  that  he  has  been  flimflammed  a  little  b.t  in 

'"""^orl^V^^^^  present  tariff  bill  which  we  have  before  us 
the  farmer  was  led  to  believe,  "If  you  vote  for  my  tariff  measure 
on  this,  we  will  take  care  of  you  nicely  by  giving  you  30  cents  a 
bushel  tariff  on  your  wheat."  Now,  then,  I  think  we  all  reahze  the 
price  of  wheat  Is  set  in  Europe.  It  does  not  make  ariy  matenal 
difference  whether  there  is  a  tariff  on  wheat  or  not.  If  it  makes  the 
farmer  feel  better  to  have  a  tariff  on  wheat  I  would  say  give  it  to 
him,  because  it  is  not  doing  anybody  any  good  and  it  is  not  doing 
anybody  any  harm;  that  is,  operating  as  we  do  at  present. 

Senator  Gooding.  Are  your  people  in  Montana  in  favor  of  the 

^Mr.*  Stockton.  You  will  find  all  varieties  when  you  come  to  take 

up  the  subject  of  tariff.  ^i    ^  i.i_    ^      a?  v.«.  ^^f 

Senator  Gooding.  Do  you  mean  to  tell  me  that  the  tariff  has  not 

been  of  any  benefit  to  the  people  of  Montana  and  North  Dakota  and 

South  Dakota  ?  .     ,        ,  i.   j    i     * 

Mr.   Stockton.  I  don't  believe  it  has  been  any  great  deal  of 

benefit.    That  is  my  personal  opinion.  .        ^.     x-        ^     v„^^ 

Senator   Gooding.  Have  you   made   any   investigation   to   know 

whether  it  has  helped  the  market?       ,    ^     ^  ^       j    i.„.  ^^f 

Mr  Stockton.  Here  is  my  idea  on  that.  Suppose  Canada  has  got 
500,000,000  bushels  of  wheat.  They  are  not  going  to  dump  it  in  the 
ocean.  They  are  going  to  sell  it.  As  long  as  our  price  is  fixed  m 
Liverpool,  what  difference  does  it  make  whether  that  wheat  goes 
through  to  Liverpool  or  comes  around  on  the  Pacific  coast  and  we 
take  it  there,  as  long  as  it  is  on  the  Liverpool  basis? 

Senator  Gooding.  I  agree  that  on  wheat  directly  to  Liverpool  the 
tariff  does  not  help,  but  our  wheat  that  comes  in  competition  with 
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the  Canadian  wheat  is  protected  by  the  tariff.     The  records  show 
that  they  are  highly  competitive. 

Mr.  Stockton.  There  is  some  connection  there;  but  it  is  slight,  I 

will  say. 

Senator  Gooding.  The  market  price  before  the  tariff  bill  was  passed 
showed  that  Canadian  wheat  was  selling  five  cents  higher  than  our 
wheat,  and  since  the  tariff  bill  has  been  passed  there  has  always  been 
a  difference  of  thirty  cents  a  bushel  higher  on  this  side  than  there 
otherwise  would  have  been. 

Mr.  Stockton.  Coming  through  Minneapolis  I  picked  up  a  paper 
and  looked  at  the  price  at  Winnepeg,  and  my  recollection  is  that  it 
was  seven  or  eight  cents  difference  between  the  price  in  Winnepeg  and 

in  Chicago. 

Senator  Gooding.  It  has  been  always  30  cents  more  than  it  would 
have  been  without  the  tariff. 

Mr.  Stockton.  However,  it  is  not  necessary  to  get  into  a  discussion 

of  the  tariff. 

This  bill  proposes  to  put  the  farmer  on  an  equal  level  with  the 
manufacturer  in  respect  of  the  tariff,  to  so  arrange  things  that  he  will 
get  the  benefit  of  the  tariff,  and  that  is  all  we  ask,  whether  the  tariff 
is  high  or  low. 

As  I  think  has  been  explained  to  you  folks,  if  this  bill  goes  into 
effect,  a  study  every  month  is  made  of  the  index  figures  or  the  ratio 
price  of  various  products  for  each  month,  and  the  corporation  is 
authorized  to  buy  enough  wheat  on  the  market,  or  other  commodities 
that  are  covered  by  this  bill,  to  bring  the  price  of  the  commodity  up 
to  the  ratio  price  with  the  other  articles  that  the  producer  has  to  buy. 

Senator  Gooding.  Have  you  made  any  study  of  how  this  bill  could 
be  applied  to  the  price  of  cattle  and  hog's,  for  instance? 

Mr.  Stockton.  Yes,  sir.  It  is  a  little  bit  more  complicated,  but  it 
is  not  so  complicated  that  it  cannot  be  worked  out. 

Senator  Gooding.  If  you  have  made  a  study  of  that  I  would  like 

to  have  you  discuss  it. 

Mr.  Stockton.  This  bill,  if  you  take  the  case  of  hogs,  the  part  we 
export  is  the  hams,  bacon,  and  lard,  of  course,  and  this  corporation 
would  be  empowered  to  go  into  the  market  and  buy  hogs,  and  they 
have  quite  wide  powers.  They  have  power  to  make  contracts  with 
the  packing  companies  to  process  this  meat  and  export  it  just  the 
same  as  wheat  would  be  exported. 

Senator  Gooding.  To  buy  it  on  the  farm  ? 

Mr.  Stockton.  Buy  it  in  the  stockyards,  likely,  on  the  market,  and 
if  that  was  not  possible,  they  would  have  power  to  build  their  own 
packing  houses,  as  a  matter  of  fact,  but  that  likely  would  not  be 
necessary.  They  would  have  the  power  to  buy  hogs  or  cattle  in  car- 
load lots  and  process  them,  put  them  through  the  proper  process  for 
export,  and  export  them  just  the  same  as  in  the  case  of  wheat,  and  the 
loss  would  be  taken  care  of  in  exactly  the  same  way. 

The  Chairman.  Could  you  take  care  of  the  loss  in  the  same  way  ? 
I  can  easily  see  how  you  could  do  that  on  wheat,  barley,  corn,  or  other 
crops  of  that  kind,  but  if  you  bought  hogs  on  the  market  in  Chicago, 
carload,  you  would  have  to  keep  back  a  certain  part  of  the  price.  Is 
that  arranged  for  in  the  bill  ? 
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Mr.  Stockton.  It  is  arranged  for  in  that  scrip  proposition  just  the 
same  as  the  wheat. 

The  Chairman.  If  you  bought  it  at  Chicago  vou  would  go  to  the 
postmaster  in  Chicago  and  buy  this  scrip  for  those  liogs,  would  you? 

Mr.  Stockton,  les,  sir.  In  hogs  and  cattle  for  slaughter  yuu 
would  have  to  buy  them  and  pay  part  in  scrip. 

The  Chairman.  That  scrip  is  kept  back  until  the  deal  is  all  over? 

Mr.  Stockton.  Until  the  deal  is  all  over,  just  the  same  as  it  is 
on  wheat. 

The  Chairman.  If  you  bought  hams  and  lard  and  bacon  there 
would  be  scrip  there  that  you  would  get  from  the  postmaster? 

Mr.  Stockton.  Yes,  sir ;  they  would  likely  buy  the  animals. 

The  Chairman.  You  think  they  would  buy  the  animals? 

Mr.  Stockton.  It  can  be  done  either  way.  And,  as  I  understand, 
this  bill  would  not  be  in  operation  unless  this  commission  declared 
an  emergency  existed. 

The  Cmairman.  Yes,  1  understand  that.  Before  they  could  buy 
hogs  they  would  have  to  declare  that  there  was  such  an  '^emergency? 

Mr.  Stockton.  Yes.  It  does  not  apply  to  everything  all  the 
time,  every  month  in  the  year,  unless  the  emergency  exists. 

Senator  (tooding.  Some  months  it  would  exist  and  some  months 
it  would  not. 

Mr.  Stockton.  Yes,  sir ;  that  is  absolutely  the  case. 

I  think  in  taking  care  of  the  loss  with  the  scrip,  as  it  has  been 
explained  to  you,  the  department  has  worked  this  out  very  nicely. 
When  the  bill  was  first  suggested  it  was  thought  it  would  be  a  sys- 
tem of  bookkeeping,  to  keep  books  of  each  transaction  by  itself,  and 
we  realized  that  it  would  be  a  Herculean  job,  and  I  think  it  was 
the  Department  of  Agriculture  that  worked  out  this  scheme  of  the 
scrip,  which  eliminates  all  bookkeeping  in  that  connection. 

There  is  one  point  which  has  been  brought  up  which  seems  not 
to  have  any  foundation.  It  has  been  suggested  that  this  is  working 
a  hardship,  in  taking  the  wheat,  for  the  elevator  to  go  and  buy  this 
scrip — that  his  money  is  tied  up  in  scrip  instead  of  in  the  business. 
Do  you  realize  that  this  elevator  man  or  mill  owner  starts  in  to 
buy  a  certain  amount  of  wheat  and  he  has  to  have  the  cash  available 
to  pay  for  it,  and  it  does  not  make  any  difference  whether  he  has  a 
portion  of  that  tied  up  in  scrip  or  wliether  it  is  all  in  cash?  It  is 
there  for  that  purpose,  and  it  is  simply  the  medium  with  which  he 
buys  the  commodity,  and  he  does  not  have  to  go  to  the  post  office  the 
first  of  tlie  year  and  buy  the  scrip  that  he  thinks  will  be  needed  for 
the  whole  season.  He  can  go  for  each  individual  transaction  if  he 
wants  to  and  get  the  scrip  for  the  individual  transaction,  or  every 
day  or  any  other  period  that  he  may  desire  to. 

The  Chairman.  I  don't  think  that  would  be  a  difficult  matter  at 
all.  As  you  say,  he  has  to  have  the  cash  to  pay  the  farmer,  and  it 
does  not  make  any  difference  to  him  whether  he  paj^s  the  farmer  or 
the  postmaster. 

Mr.  Stockton.  There  is  another  suggestion  that  has  been  brought 
up.  Take  the  case  of  wheat  again.  Suppose  the  price  of  wheat  is 
$1.50  a  bushel,  and  the  elevator  man  pays  the  grower  $1.25  in  cash 
and  25  cents  in  scrip,  and  the  producer  wants  his  money,  and  he 
goes  and  sells  it  to  some  speculator  at  10  cents  on  the  dollar,  and 
the  speculator  holds  it  and  cashes  in  at  the  end  of  the  time.    That 
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is  a  suggestion  that  has  been  made.  Of  course,  he  could  do  that. 
Tliis  bill  does  not  prevent  anybody  from  selling  anything  that  he 
lijis.  But  it  does  not  look  reasonable  that  he  would.  He  knows  wlien 
he  received  this  scrip  that  operating  under  present  conditions  it 
would  require  an  equalization  fee  of  about  10  cents  a  bushel.  Suj)- 
posing  they  take  out  25  cents  a  bushels  in  scrip — to  be  sure,  to  be  on 
the  safe  side — ^he  knows  what  that  scrip  will  be  worth,  and  it  does 
not  seem  reasonable  that  he  would  throw  that  aw^ay  or  sell  it  at  a 
great  discount,  although  he  has  that  right  if  he  wants  to  do  it.  But 
even  if  he  threw  it  away,  if  he  was  getting  $1.25  in  cash  for  his 
wheat,  that  is  very  materially  above  what  he  would  get  on  the  for- 
eign market,  so  he  is  better  off  even  if  he  did  go  to  the  extent  of 
tlirowing  it  away. 

Tlie  Chairman.  There  is  one  difficulty  that  struck  me  that  might 
often  arise  and  would  often  arise,  undoubtedlv,  and  that  is  this. 
These  farmers  that  are  so  heavily  in  debt  have  mortgaged  their 
wheat,  and  the  bank  or  mortgagee  would  get  the  cash  paid  in,  and 
would  have  an  interest  in  the  scrip.  Is  there  any  way  that  that  can 
be  handled?  It  may  be  that  the  mortgagee  would  insist  on  having 
the  money  represente'd  by  the  scrip. 

Mr.  Stockton.  In  our  country,  very  frequently  where  the  man  has 
his  crop  mortgaged  and  the  banlcer  wants  the  money,  and  the  grower 
does  not  want  to  sell  at  that  time,  if  he  puts  the  wheat  in  the  elevator 
and  turns  over  the  storage  ticket  to  the  bank  they  hold  it  and  they 
agree  together  when  that  will  be  sold. 

Novr,  there  is  another  reason  why,  if  he  sold  his  wheat,  and  the 
money  that  he  got  did  not  satisfy  the  bank,  he  could  turn  over  that 
scrip  to  them,  and  they  would  know  that  that  has  a  certain  cash 
value  within  six  months,  and  it  could  be  applied  to  that  as  soon  as 
they  found  what  it  was. 

The  Chairman.  Suppose  tliey  do  that,  they  turn  it  over  to  the 
bank,  and  tlie  note  is  due,  and  the  banker  says,  **  I  want  my  money  ?" 
They  could  dispose  of  that  scrip. 

Mr.  Stockton.  Yes,  they  could. 

The  Chairman.  The  farmer  whose  crop  would  l)e  mortgaged  to 
the  extent  of  the  scrip  would  be  at  the  mercy  of  the  speculator. 

Mr.  Stockton.  He  would  be  in  a  measure,,  but  you  must  realize 
that  the  value  of  that  scrip  is  not  very  much — 15  cents  a  bushel, 
maybe,  or  something  like  that — but  even  supposing  that  happens,  the 
farmer  is  a  great  deal  better  of!'  than  if  this  had  not  happened,  in 
fact,  because  he  would  have  sold  his  wheat  for  about  90  cents  a 
bushel. 

The  Chairman.  I  am  not  arguing  that  with  you.  I  simply  want 
to  get  the  basis  of  this  legislation. 

Mr.  Stockton.  It  would  be  quite  possible  that  he  would  be  forced 
to  sell  that  scrip. 

The  Chairman.  Of  course  the  sale  of  the  scrip  would  be  such  an 
unsound  thing  that  a  purchaser  would  not  pay  very  much  for  it,  in 
order  to  be  on  the  safe  side. 

Senator  Ralston.  Just  what  would  its  value  depend  upon? 

The  Chairman.  The  value  would  depend  upon  how  they  came  out 
in  the  export  of  wheat  in  that  year,  and  the  cost  of  the  administra- 
tion of  all  the  machinery.  For  instance,  if  they  were  paying  $1.50  a 
bushel  at  the  elevator,  this  corporation,  through  its  proper  officers, 
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would  fix  an  amount  that  must  be  held  back  and  scrip  would  be 
given  for  that  amount.  That  is  an  estimate,  of  course.  They  can 
not  tell  until  the  end  of  the  season  how  they  are  coming  out,  so  they 
always  fix  that  amoimt  held  back  high  enough  so  that  they  will  be 
on  tlie  safe  side,  and  thev  would  be  bankrupt  if  they  did  not  fix  it  on 
the  safe  side.  Thev  fix'it  large  enough  in  their  judgment  to  stand 
the  loss  on  the  export  part  of  the  crop  and  to  pay  the  expense  of 
operation  of  the  entire  scheme.  Suppose  they  said,  "  We  will  hx  it 
at  25  cents  a  bushel.'^  If  wheat  was  selling  for  $1.50,  the  farmer 
would  onlv  get  $1.25  and  would  get  25  cents  in  scrip.  If  the  farmer 
had  mortgaged  his  crop,  of  course  the  mortgage  would  apply  to  that 
scrip,  and  the  mortgagee  would  be  entitled  to  hold  the  scrip  until 
the  mortgage  was  paid,  and  the  farmer  could  not  sell  it  without  his 
consent.  On  the  other  hand,  he  could  not  tell  the  bank  to  wait  for 
the  payment  of  tlie  chattel  mortgage  until  the  end  of  tlie  season.  He 
could  foreclose  th.e  mortgage  and  sell  that  scrip,  and  then  it  would 
be  put  on  the  market  and  sold  to  the  highest  bidder  for  cash,  then 
the  speculator  would  come  in  at  once.  1  don't  think  it  would  sell 
high  because  of  the  uncertainty.    Nobody  is  going-  to  put  much  money 

in' an  uncertainty.  ,-       •     .i  i       i:     n 

Mr.  Stockton.  That  same  thing  applies  in  the  sale  ot  all  com- 
modities. In  the  Wheat  Growers'  Association  you  turn  the  \yheat 
over  to  the  association,  and  then  they  don't  make  settlement  until  the 
end  of  the  year.  Thev  don't  give  you  scrip  even.  This  goes  further 
than  that.  '  It  gives  vou  something  that  looks  like  money  at  least. 

The  Chairman.  That  is  true,  but  at  the  same  time,  in  the  other 
case,  where  you  don't  get  scrip,  even  if  you  have  nothing  to  show,  it 
would  be  something  that  you  could  not  put  on  the  market  and  sell 

at  a  speculative  value. 

Mr.  Stockton.  There  is  nothing  done  here  to  prevent  them  from 
selling  that,  but  that  could  be  taken  care  of,  of  course.  But  he  is 
so  much  better  off  than  if  you  did  not  have  this  system  in  operation, 
that  it  is  a  good  proposition,  even  if  there  were  a  few  of  them  that 
were  forced  to  sell  the  scrip. 

You  understood,  did  you.  Senator  Kalston,  that  what  this  scrip 
is  for  is  to  cover  the  loss  on  the  exportable  pait? 

Senator  Ralston.  Yes. 

Mr.  Stockton.  The  farmer  is  not  asking  for  any  subsidy  or  any 
gifts,  and  one  thing  about  this  proposition  I  think  should  be  attrac- 
tive is  that  the  farmer  is  not  asking  the  Government  or  anybody  else 
to  hold  the  sack  for  iiim  to  cover  the  loss  on  this  operation.  The 
farmer  will  assume  the  loss  himself,  and  he  does  not  even  ask  that 
the  bonds  he  has  to  sell  to  obtain  the  cash  to  carry  on  the  transaction 
with  Fliall  be  tax  exempt.  They  are  willing  to  pay  their  taxes  on 
their  own  money,  their  own  bonds,  the  same  as  any  other  corporation. 
The  farmer  in  general  can  hoe  his  own  row  if  he  is  given  an  even 
break  with  the  other  fellow,  but  it  is  a  pretty  hard  proposition  to  do 
it  with  your  right  hand  strapped  behind  your  back.  This  bill  is 
drafted  right  through  on  the  idea  of  placing  the  farmer  on  an  equal 
price  level  with  other  commodities — that  and  nothing  more. 

Some  party  of  some  prominence  in  town  here  in  talking;  the  other 
day  suggested  that  it  did  not  go  far  enough,  that  the  farmer  had 
been  robbed,  I  believe  he  said,  of  three  billion  and  a  half  in  the  last 
three  years,  and  that  should  be  restored  to  him,  and  then  he  would 
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put  them  on  this  basis,  but  we  have  not  asked  that.  W^e  are  willing 
to  forget  that  and  let  bygones  be  bygones,  if  we  can  be  placed  on  an 
equal  basis  with  the  other  producers.  .       i  •     i   n 

Senator  Johnson.  Can  you  point  out  to  me  where  in  this  bin 
it  makes  any  promise  to  the  farmer  to  put  him  on  an  even  level  with 

the  outside?  -       ,  i 

Mr.  Stockton.  Every  month  the  Department  of  Labor  makes  a 
study  of  these  407  articles  that  are  in  commercial  trade,  and  those 
articles  includes  the  farmer's  produce  also,  and  arrives  at  the  ratio 
price  that  they  sell  at,  and  this  corporation  then  has  to  borrow  to 
go  into  the  market  and  buy  wheat  at  such  a  level  as  would  place 
that  bushel  of  wheat  on  an  equal  purchasing  power  basis,  taking  for 
example  the  10  year  pre-war  period  of  1905  to  1914,  when  we  all 
concede  that  not  only  agriculture  but  manufacture  was  on  a  very 
stable  basis,  they  have  a  right  to  go  into  the  market  and  buy  enough 
wheat,  taking  that  for  example,  to  establish  that  price  as  the  market 
price.  If  it  takes  all  of  it,  they  have  got  a  right  to  buy  it,  but  likely 
they  would  not  have  to  buy  above  the  surplus.  They  might  net 
have  to  buy  all  of  the  surplus. 

Senator  Johnson.  May  I  ask  you  another  question?  Maybe  I 
am  mistaken  on  this,  but  I  got  it  this  way  from  Mr.  Jewett  the  other 
day,  that  you  will  get  an  average  of  the  price  paid  to  the  farmers 
from  1905  to  1914,  and  you  base  your  price  on  that. 

Mr.  Stockton.  No;  not  on  an  average. 

Senator  Johnson.  Hold  on.  That  is  the  reason  I  asked  hi)ii 
"  What  will  the  price  be?"    "  It  will  be  about  $1.60  a  bushel." 

Mr.  Stockton.  Yes. 

Senator  Johnson.  Now,  suppose  that  is  the  case.  What  did  we 
pay  for  a  binder  during  those  years,  and  what  are  we  paying  for 
binders  now.  and  what  have  we  paid  during  the  last  few  years,^and 
the  loss  we  sustained  which  should  be  by-gones,  as  you  say.  Sup- 
pose we  let  it  go  and  give  that  away.  We  have  given  it  away  already. 
But  what  guaranty  is  there  that  if  the  price  is  high  now,  that  what 
we  are  getting  for  the  wheat — average  price  during  1905  to  1914 — will 
it  stay  at  $1.60,  or  will  that  in  any  way  bring  us  up  to  the  level  with 
other  commodities  ? 

Mr.  Stockton.  If  I  undei-stand  you  correctly,  I  think  you  have 
a  wrong  idea  of  the  bill.  The  price  wheat  is  to  be  is  not  the  averaire 
price  in  dollars  and  cents  between  1905  and  1914.  They  take  the 
average  price  of  those  407  articles. 

Senator  Johnson.  They  were  not  mentioned  at  all;  407  articles 
were  not  mentioned.  Mr.  Jewett  stated — I  guess  he  is  here  now.  and 
he  can  probably  correct  me,  if  I  am  not  right,  because  I  just  want 
to  get  it  right — and  that  is  the  reason  I  want  to  draw  out  from  you 
something  about  the  bill.  I  have  not  seen  that  in  the  bill,  where 
there  is  the  machinery  to  take  care  of  that,  but  this  is  one  of  the 
most  important  pnnciples  of  this  bill,  and  I  want  to  know  that. 
You  will  excuse  me  for  butting  in.  I  want  to  explain  my  attitude. 
You  understand  when  we  now  buy  we  buy  in  a  high  market,  and 
when  we  sell  we  sell  in  a  low  market. 

Mr.  Stockton.  Yes,  sir. 

Senator  Johnson.  What  I  am  after  is  the  price  we  will  get,  if  we 
get  $1.50  or  $1.60,  even  without  including  the  scrip.  I  don't  care 
about  that,  because  that  scrip  business  maybe  amounts  to  25  cents, 
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and  it  may  go  below  25  cents,  or  it  may  be  30  cents.  Even  Mr.  Jewett 
could  not  tell  us  about  that.  How  will  this  bill  benefit  the  farmer, 
I  want  to  ask  you,  unless  we  get  cost  above  production,  and  one  of 
the  essential  things  that  entei-s  into  the  cost  of  production  is  the 
things  that  we  buy  on  the  market. 
Mr.  Stockton.  Yes,  sir. 

Senator  Johnson.  That  is  what  I  want  you  to  explain,  if  that  will 
be  the  case  in  case  this  bill  is  put  through. 

Mr.  Stockton.  This  bill  absolutely  goes  on  the  basis  of  putting 
the  farmer's  product  on  an  equality  with  other  commodities.  You 
have  a  little  wrong  idea. 

Senator  Johnson.  Where  is  the  bill?    Let  us  see  the  bill. 
The  Chairman.  Senator,  even  though  the  witness  does  not  agree 
with  Mr.  Jewett,  you  will  have  to  concede  that  the  witness  has  the 
right,  of  course,  to  state  his  own  idea. 

Senator  Johnson.  Oh,  yes.  Sure.  That  is  what  I  want  to  know. 
That  is  what  I  want  to  get  out  of  him. 

The  Chairman.  That  is  what  he  is  going  to  tell  you  if  you  will 
give  liim  a  chance. 

Mr.  Stockton.  It  is  the  purchasing  power  of  the  bushel  of  wheat 
that  interests  us.     It  is  not  the  dollars  and  cents  value.     It  is  the 
purchasing  power  of  the  bushel  of  wheat. 
Senator  rJoiiNsoN.  Certainly;  certainly. 

Mr.  Stockton.  They  take  the  average  price  of  these  407  articles 
for  each  month.  This  ratio  price  is  liable  to  change  and  probably 
would  change  every  month.  It  would  not  change  very  much,  likely, 
but  something  might  upset  the  commercial  conditions  of  the  country 
so  that  the  price  might  come  down  again,  and  you  might  decide  to 
take  the  tariff  oif,  or  something  of  that  kind,  so  that  the  price 
might  come  down,  but  each  month  the  Department  of  Labor  makes 
a  study  of  these  407  articles,  and  the  index  numbers  fix  it  at  a  cer- 
tain price  level.  We  have  that  every  month  now,  so  far  as  that  is 
concerned,  and  before  the  15th  of  the  following  month  the  corpora- 
tion announces  at  what  price  they  will  buy  wheat  which  will  place 
wheat  on  an  equal  purchasing  power  basis  with  these  407  articles. 
They  don't,  in  arriving  at  this  price  of  wheat,  average  the  price 
that  they  paid  for  wheat  during  those  five  months.  It  is  the  pur- 
chasing power  of  the  wheat  that  they  arrive  at.  They  find  the  pur- 
chasing power  of  a  bushel  of  wheat  and  they  fix  the  price  of  wheat 
at  a  figure  that  will  make  its  purchasing  power  equal  to  the  average 
price  of  the  407  articles  that  they  make  a  study  of. 

What  Mr.  Jewett  said  was  that  at  this  time,  on  that  basis,  wheat 
would  be  $1.62  a  bushel  to  be  on  a  parity  with  these  407  articles, 
and  that  is  all  wo  want  and  all  we  ask  for.  If  you  should  take  the 
tariff  off  to-morrow  or  next  year  and  the  price  of  those  commodities 
goes  down  20  per  cent,  their  study  would  show  right  away  that  the 
price  level  had  come  down,  and  that  would  bring  the  dollars  and 
cents  value  of  wheat  down,  but  to  what  figure  I  don't  know,  Init  it 
might  be  $1.40.  But  whatever  it  might  be,  it  would  not  be  made 
on  the  basis  of  the  study  of  the  average  price  paid  for  wheat  during 
the  period  from  1905  to  1914.  It  would  be  on  the  basis  of  the  pur- 
chasing power  of  a  bushel  of  wheat.  The  price  would  be  set  so  as 
to  place  the  purchasing  power  of  a  bushel  of  wheat  high  enough  to 
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he  equal  to  the  purchasing  power  of  a  bushel  of  wheat  during  that 
period  from  1905  to  1914. 

Senator  Heflin.  In  other  words,  if  the  percentage  price  comes 
down  you  can  buy  more  with  that  bushel  of  wheat  than  you  can 
now? 

Mr.  Stockton.  The  price  level  would  vary  with  that  right  along. 

Senator  Johnson.  I  listened  to  Mr.  Jewett  in  Congressman  Simp- 
son's room,  and  this  was  not  touched  on  by  him  or  in  the  commit- 
tee while  I  was  present. 

Mr.  Jewett.  If  I  may  be  permitted  to  say,  I  think  I  covered  that, 
Senator,  quite  completely.  It  is  covered  in  section  24  of  the  bill, 
the  whole  procedure  by  which  the  ratio  price  is  determined. 

The  Chairman.  It  does  not  make  any  difference  that  this  witness 
does  not  agree  with  Mr.  Jewett.  We  can  have  Mr.  Jewett  back  on 
the  stand  if  we  want  to. 

Mr.  Stockton.  Mr.  Jewett  and  I  are  agreed  on  this.  Tliere  is  no 
scrap  between  us  or  anything  of  that  kind.  The  Senator  did  not 
quite  understand  it,  that  is  all. 

The  Chairman.  All  right;  go  ahead. 

Mr.  Stockton.  So  that  is  the  fundamental  principle  of  this  bilL 
It  is  to  place  the  farmer  on  an  equal  purchasing  power  basis  with 
other  commodities.     It  is  that  and  nothing  more. 

Now,  then,  we  might  be  justified  and  have  been  justified  in  re- 
taliating a  little  bit,  and  we  might  say  that  we  have  had  the  short 
end  of  the  stick  long  enough  and  we  are  going  to  swap  ends  and  take 
the  long  end  of  the  stick  a  while,  but  we  have  not  done  that.  We 
even  have  a  provision  in  there  saying  that  the  commission  might  in 
some  way  or  other,  possibly  by  buying  wheat,  bring  it  up  to  a  price 
level  that  would  be  materially  above  the  ratio  price,  and  they  are 
authorized  to  dump  wheat  on  the  market  to  bring  it  down.  In  other 
words,  this  bill  is  designed  to  protect  the  consumer  as  well  as  the 
producer.  Now,  that  seems  absolutely  fair,  and  it  does  seem  like 
we  might  have  been  justified  in  trjang  to  adopt  retaliatory  methods, 
but  we  have  not  done  it.  A  square  deal  is  all  we  wan^— that  and 
nothing  more. 

I  think  that  a  little  more  concrete  example  might  not  be  out  of 
line.  I  think  you  will  admit  it  would  be  very  bad  business  for  a 
merchant  to  go  and  buy  his  stock  of  goods  on  a  closed  market  with 
the  idea  that  he  is  going  to  sell  it  on  an  open  market,  or  a  manu- 
facturer to  buy  his  material  and  employ  his  labor  on  an  open  market 
with  the  idea  of  selling  his  product  on  an  open  market.  That  is 
exactly  what  the  farmer  is  compelled  to  do,  and  that  is  the  reason 
we  are  having  banks  going  broke,  and  the  reason  the  farmers  are 
leaving  their  farms  and  land  is  being  deserted,  because  he  is  forced 
to  produce  on  a  closed  market,  just  as  the  Senator  said,  and  sell  it 
on  an  open  market.  This  bill  is  designed  to  eliminate  that  thing 
and  to  give  him  an  equal  look  in  on  the  price  situation  with  the 
manufacturer  and  other  branches  of  industry,  and  it  will,  in  a  great 
measure,  eliminate  speculation.  It  won't  entirely  eliminate  it,  of 
course.  There  is  a  fluctuation  there,  and  there  is  no  reason  why  you 
should  not  bet,  if  you  want  to,  on  what  the  price  level  is  going  to  be 
next  month  or  in  the  next  six  months,  but  unless  something  upsets 
our  commercial  situation  materially  it  likely  won't  vary  but  little. 
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So,  in  general,  in  closing  I  think  I  can  say  that  all  we  want  is  to 
be  placed  on  an  absolutely  equal  price  basis  with  the  other  fellow, 
ancf  nothing  more.  I  might  call  your  attention  to  the  fact  that  this 
bill  places  every  Member  of  the  Sixty-eighth  Congress  on  record  as 
to  whether  you  are  willing  to  place  the  farmer  on  an  equal  basis  in 
price  level  with  the  other  branches  of  our  industry,  and  w^e  will 
listen  for  the  roll  call. 

Now^,  I  would  be  glad  to  answer  any  fui-ther  questions  that  you 
may  w^ant  to  ask. 

Senator  Heflin.  Is  thei-e  any  other  business  that  you  know  of 
that  has  nothing  to  do  with  the  fixing  of  the  price  of  the  things  it 
has  to  sell? 

Mr.  Stockton.  No,  sir. 

Senator  Heflin.  This  is  the  only  business? 

Mr.  Stockton.  Yes,  sir. 

Senator  Hiiflin.  You  are  trying  to  get  to  the  time  when  the 
farmer  sliould  have  the  same  price-fixing  power? 

Mr.  Stockton.  He  has  the  price-fixing  power  in  this  bill  in  this 
respect,  that  this  corporation  has  authority  to  go  into  the  open 
market  and  buy  commodities  sufficient  to  bring  the  price  up  to  the 
level  that  is  calculated  will  place  the  purchasing  power  of  the 
farmers  product  on  an  equality  with  the  other  materials  that  he  has 
to  buy.  The  only  way  they  can  influence  price  is  by  buying  and  sell- 
ing. They  have  no  other  way  of  influencing  price.  Consequently, 
if  the  price  should  go  high,  or  the  price  of  other  commodities  should 
decline,  they  are  authorized  to  dump  some  of  the  product  they  have 
bought  onto  the  market  to  bring  it  down  to  a  proper  price  level. 
But  suppose  there  should  be  a  shortage,  a  world  shortage,  or  a  short- 
age locally,  and  they  did  not  have  anything  to  dump  on  the  market. 
Then  they  could  not  stop  it.  It  could  go  as  high  as  it  might.  That 
would  happen  to-day  on  cotton.  The  ratio  price  would  be  20  cents  a 
pound.  I  don-t  need  to  tell  you  what  it  is.  If  this  was  the  price, 
they  w^ould  not  be  able  to  dump  any  on  the  market,  because  they 
haven't  any. 

Senator  Hefijn.  As  I  understand  the  farmer's  problem,  what 
this  bill  would  do  would  be  to  put  him  on  that  basis.  He  has  got  to 
reach  the  time  when  he  can  sell  or  not  sell  his  product  when  the 
price  fluctuates  up  and  down,  when  he  can  say,  "  I  am  not  going  to 
sell  until  I  can  get  cost  of  production  plus  a  reasonable  profit." 

Mr.  Stockton.  This  bill  will  stop  that  fluctuation  up  and  down 
unless  something  sliould  upset  the  price  level  of  all  commodities. 
If  something  should  upset  the  price  level  of  all  commodities  so 
that  the  general  price  level  should  come  down  a  certain  amount,  then 
this  corporation  would  be  authorized  to  dump  enough  on  the  market 
to  bring  the  price  down  to  its  proper  level,  and  we  do  not  ask  for 
anything  more  than  that. 

I  also  want  to  say  about  this  bill  that  it  is  nonpolitical  and  non- 
sectional.  It  places  the  farmers  of  the  South  absolutely  on  a 
equality  with  the  farmers  of  the  North  and  West. 

Senator  Johnson.  You  realize  if  we  are  going  to  put  anything 
through  we  don't  expect  to  put  it  through  before  we  get  all  the  in- 
formation we  desire,  and  there  has  not  anything  been  put  through 
Congress  before  that  has  not  been  criticized  and  amended  and 
changed  jeai-s  afterwards. 
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Mr.    Stockton.  You    will   be   criticized   on   anything   you    put 

Senator  Johnson.  Yes;  we  know  that,  and  that  is  the  reason  we 
w^ant  to  get  the  information.  I  have  not  read  this  bill.  I  asked 
Mr.  Jewett,  and  I  thought  I  understood  what  he  said  about  it  at 
first,  and  that  is  the  reason  it  was  a  surprise  to  me  when  you  men- 
tioned it.  I  realize  the  consumers  on  the  other  side  should  have  their 
say  and  so  you  know  we  get  hit  on  both  sides.  That  is  one  thing 
that  I  would  like  to  say.  We  have  lost  millions  of  dollars,  and  the 
TInited  States  Government  should  pay  something  to  help  us  get 
back  on  our  feet.  We  have  lost  our  farms.  They  are  gone.  Some- 
thing ought  to  be  done.  They  did  something  for  the  railroads,  didn  t 
they  ? 

Mr.  Stockton.  Yes.  ,    , ,     .      ,,.,.. 

Senator  Johnson.  Yes.  This  bill  probably  is  all  right  in  some 
respects,  and  in  some  respects  probably  it  doesn't  go  far  enough. 

Mr.  Stockton.  In  regard  to  the  consumer,  we  ask  the  consumer 
if  he  is  not  willing  that  the  man  who  produces  his  fundamental  food 
products  shall  be  placed  on  a  level  with  the  other  fellows,  and  that 
is  all  we  ask.  I  think  you  had  the  head  baker  of  the  Army  here— I 
saw  it  in  the  paper— to  tell  you  how  to  produce  a  pound  loaf  of 
bread  for  less  than  2  cents  a  loaf.  ,       ,  .  i        .i. 

Senator  Johnson.  While  it  was  good,  that  had  nothing  to  do  with 
it,  because  somebody  was  paid  by  the  Government  to  do  the  work. 
That  testimony  does  not  help  us  a  bit. 

Mr.  Stockton.  The  Government  had  to  buy  the  materials.  We 
are  talking  about  the  material  that  enters  into  it. 

Senator  Johnson.  I  realize  that. 

Mr.  Stockton.  The  price  of  the  material  is  all  we  are  talking 
about.     The  change  in  the  price  of  bread  if  this  bill  went  into  effect 

would  be  trivial. 

Senator  Johnson.  You  are  right,  1  suppose;  but  I  want  to  say 
this  to  you:  A  big  manufacturer  told  me  the  other  day  he  made 
enormous  profits  during  the  last  year,  and  he  said,  "  I  am  making 
profits  to-day."  He  told  me  instead  of  raising  the  prices  to  the 
farmers  we  should  lower  the  prices  of  the  things  they  bought. 
"  Well,  suppose  we  can  do  it  in  six  months,"  I  said,  "  what  will  hap- 
pen to  the  farmers?  "  Three  and  five  years  ago  he  went  out  and 
bought  things  when  butterfat  was  90  cents,  when  hogs  were  $18  a 
hundred,  with  the  expectation  that  the  United  States  Government, 
through  Congress,  should  assist  them  and  guard  them,  so  to  speak, 
against  deflation  of  the  products  that  they  produce,  so  they  can  stay 
in  business,  you  understand. 

IVfy    Stockton"    Y^es    Sir. 

Senator  Johnson.  Then  you  think  we  ought  to  go  back  and  call 
it  square,  as  you  said,  and  let  bygones  by  bygones? 

Mr.  Stockton.  You  can  do  that  if  you  want  to 

The  Chahiman.  I  want  to  ask  a  question,  and  I  ask  it  from  the 
viewpoint  of  getting  all  the  facts  out. 

You  said  it  is  conceded  that  the  farmer  ought  to  have  cost  of  pro- 
duction plus  a  profit. 

Mr.  Stockton.  I  did  not  say  that. 

The  Chairman.  You  ought  to  have. 
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Mr.  Stockton.  You  get  into  a  discussion  that  is  pretty  deep 
water.    There  are  all  kinds  of  ideas  about  that. 

Senator  Heflin.  Fundamentally,  it  is  a  sound  proposition. 
Mr.  Stockton.  Yes;  it  is,  fundamentally. 

The  Chairman.  I  think  nobody  will  dispute  that.  If  you  do 
that,  now,  you  put  him  on  the  basis  of  increasing  the  price  of  the 
product  that  he  sells,  and  you  do  not  lower  the  price  level  of  the 
machinery  or  of  the  middlemen,  but  leave  all  that  machinery  and 
the  profits  of  middlemen  in  operation,  as  they  are  now,  and  it  would 
increase  the  cost  to  the  consumer  and  increase  the  cost  of  living, 
then  will  it  not  follow  that  wages  will  have  to  be  increased  in  all 
lines,  and  then  you  will  have  to  increase  again  what  the  farmer 
sells,  if  these  40*7  products  increase  in  value.  In  other  words,  we 
have  got  to  raise  the  price  of  the  farm  products  up  to  a  level  of 
the  407  articles,  and  the  result  is  that  the  consumer,  who  is  already 
overburdened!,  who  already  pays  too  much,  has  to  pay  still  higher. 
You  have  not  any  place  in  the  travel  of  the  product  from  the  pro- 
ducer to  the  consumer  lessened  the  middlemen's  profit  or  the  freight 
proposition,  which  to  my  mind  is  almost  fundamental  before  you 
can  get  a  complete  chain  that  will  put  everybody  on  a  fair  basis. 
This  bill  does  not  eliminate  the  middleman. 

Mr.  Stockton.  This  bill  does  not  solve  all  the  problems  in  the 
world  by  a  lot. 
The  Chairman.  No. 

Mr.  Stockton.  This  bill  simply  tries  to  put  the  farmer  on  an 
equal  basis. 

The  Chairman.  And  I  think  it  is  admirable  in  that  respect.  I 
am  not  criticizing  that.  I  think  that  is  a  good  thing.  That  is  almost 
fundamental.  We  ought  to  do  that.  At  the  same  time,  if  we  find 
in  our  system  of  distribution  that  it  is  costing  us  too  much  to  dis- 
tribute the  products 

Mr.  Stockton.  That  will  have  to  be  solved. 

The  Chairman.  After  it  leaves  the  farmer  and  until  it  gets  to  the 
consumer,  if  there  is  any  way  to  reduce  that  or  to  eliminate  it,  we 
ought  to  do  that,  don't  you  think  ? 

Mr.  Stockton.  Arguing  the  other  way,  you  would  not  say  that 
the  farmer's  price  should  be  cut  in  the  middle  to  reduce  the  cost  of 
living  ? 

The  Chairman.  Not  unless  the  farmer  could  get  a  living  profit  on 
what  he  produces. 

Mr.  Stockton.  No  matter  what  the  profit  was,  if  the  farmer  is  en- 
titled to  an  equal  price  level  with  the  other  general  trade. 
The  Chairman.  Certainly.    That  goes  without  saying. 
Mr.  Stockton.  That  is  all  we  are  asking  for. 

The  Chairman.  I  know:  but  it  seems  to  me  that  in  asking  that 
you  are  overlooking  a  fundamental  proposition. 

Mr.  Stockton.  There  are  a  lot  of  things  this  does  not  solve. 
The  Chairman.  The  farmer  and  consumer  are  equally  interested 
in  having  the  cost  of  distribution  lessened. 

Mr.  Stockton.  That  is  all  true ;  but  this  is  a  farm-products  stabili- 
zation bill,  and  it  is  not  trying  to  solve  all  the  problems  of  com- 
merce of  the  United  States. 

Tlie  Chairman.  Of  course,  this  refers  to  the  products  of  the  farm, 
but  if  the  farmer  is  producing  a  certain  product — let  us  say  potatoes 
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or  meat  or  anything  else — if  he  is  not  getting  cost  of  production  out 
of  it,  and  at  the  other  end  if  the  fellow  who  consumes  it  is  paying 
so  much  that  he  can  not  make  both  ends  meet,  then  between  those 
two  extremes 

Mr.  Stockton.  Something  ought  to  be  straightened  out. 

The  Chairman.  Something  ought  to  be  straightened  out. 

Mr.  Stockton.  Absolutely. 

The  Chairman.  This  bill  does  not  attempt  to  straighten  that  out? 

Mr.  Stockton.  No,  sir.  It  simply  goes  on  the  basis  of  trying  to 
place  the  farmer  on  an  equal  basis. 

Mr.  Jewett.  Mr.  Chairman,  might  I  olfer  a  suggestion? 

Tliis  bill  does  not  enter  into  the  general  domestic  market.  The 
only  way  the  Govornment  can  touch  upon  the  question  of  profits  of 
middlemen  in  the  handling  of  domestic  commodities  between  the  do- 
mestic market  is  to  enter  into  the  general  marketing  of  all  products. 
This  bill  does  not  do  that.  This  bill  does  definitely  and  specifically 
touch  upon  and  has  the  power  to  regulate  the  profits  of  the  exporter 
and  the  difference  in  price  between  the  American  market  and  the 
foreign  market.  This  bill  has  in  it  an  element  that  would  permit  the 
commission  to  search  out  the  markets  of  the  world  and  to  find  the 
very  best  place  that  this  commodity  could  be  sold,  and  eliminate  other 
markets  as  far  as  possible.  It  does  not  enter  into  domestic  situations. 
The  farmers  feel  that  the  cooperatives  which  they  are  fostering  and 
developing  might  handle  the  question  of  middlemen  to  quite  a  de- 
gree.   In  wheat  right  now  he  is  not  a  very  serious  factor. 

The  Chairman.  We  had  it  illustrated  in  cotton. 

Mr.  Jeweti\  Wlien  cotton  was  at  such  a  price  as  would  come 
within  the  scope  of  this  bill  it  would  eliminate  the  wide  fluctuations 
which  the  Senator  has  referred  to,  because  the  ratio  price  would  be 
set  and  the  corporation  would  be  ready  to  buy  that  at  the  ratio  price 
wlienever  it  was  not  moving  at  that  price.  This  corporation  sets  up 
a  buyer  in  the  market  read}'  to  buy  a  commodity  at  a  certain  price, 
which  means  that  the  commodity  is  not  going  to  sell  in  the  market 
below  that  price.  If  we  had  a  wealthy  man  to  come  forward  and  say, 
^'  I  will  buy  wheat  at  $1.60  in  the  market,"  that  being  spread  over 
tlie  various  markets  at  the  same  ratio,  wheat  would  be  at  that  price. 

The  Chairjvian.  Yes;  on  the  other  hand,  if  that  rich  man  who 
would  do  that  would  likewise  say,  "  I  will  sell  direct,  at  a  certain 
price,"  and  he  had  the  money  to  handle  it,  and  do  it,  he  would  cut 
off  an  enormous  amount  of  profit  in  distribution. 

Mr.  Jewett.  That  is  quite  true.  Senator,  and  this  bill  does  not 
attempt  to  reach  that.  That  is  a  thing  which  we  have  not  tried  to 
do  with  this  bill.  We  have  tried  in  this  bill,  as  has  been  so  well  ex- 
plained by  the  witness,  to  place  the  farmer  on  an  equal  basis. 

The  Chairman.  I  think  it  is  admirable  in  that  respect,  and  I  am 
not  looking  at  it  in  an  unfavorable  attitude  at  all. 

Mr.  Jewett.  I  appreciate  that.  Senator. 

The  Chairman.  I  want  to  ask  you,  right  on  that  proposition,  this 
question :  Another  bill,  designated  ordinarily  as  the  Norris  bill,  does 
undertake  to  do  that,  and  this  bill  dees  not. 

Mr.  Jewett.  I  think  the  Norris  bill  undertakes  it  in  a  domestic 
market.  The  Norris- Sinclair  bill  does  not  provide  for  us  a  means 
of  disposing  of  the  surplus  on  the  markets  of  the  world  and  ab- 
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sorbing  the  losses,  unless  it  be  by  the  Cxovernnient,  which  I  doivt 
think  IS  the  object  of  the  bill. 

The  Chairman.  I  think  you  are  wrong  about  that.     Although  the 
Government  furnishes  the  money,  it  is  not  intended  that  it  should 
^.!i  ^«sm^,  venture      Ihey  are  given  authority  to  buy  these  farm 
products  wherever  they  want  to,  and  sell  them  any  place  thev  please 
Mr  Jewett   They  would  have  to  buy  at  a  price  that  would  permit 
rSl  ^^^^^^^  ^^  *^^^  markets  of  tlie  world  without  loss? 
Tn  nfl  C«^i«Y'^^;  P^V  no.  .^Vv  would  expect  to  sell  it  at  a  loss. 
In  other  words,  it  is  just  like  your  rich  man.     Here  is  a  man  rich 
enough  to  ^o  out  and  offer  to  pay  so  much  for  wheat,  and  if  he  has 
the  money  he  will  make  wheat  go  up  to  that  price.     And,  as  I  said. 
It  he  was  still  rich  enough  to  say  that  he  would  sell  flour  at  a  certain 
price,  he  could  eliminate  the  middlemen's  profits.     That  is,  he  could 
do  that  it  he  had  money  enough  to  do  it.     This  big  corporation  is 
big  enough  to  do  both  of  those  things.  ^  "i ^tion  is 

Mr.  Jewett.  It  would  have  to  absorb  the  loss  between  the  Ameri- 
can price  and  the  foreign  price. 

The  Chairman.  Certainly  you  would  have  to  do  that 
Mr   Jeweit.  We  absorb  it,  but  we  provide  a  fund  witli  which  to 
absorb  it. 

The  Chairman.  Exactly,  and  this  does  it  through  the  profits  it 
will   save   by   the  elimination   of  the  middlemen.     It   would    sell 
at  a  higher  price  excepting  where  it  had  to  dump  the  surplus, 
and  It  would  make  the  profit  out  of  it,  and  out  of  that  i)rofit  it 
would  pay  the  loss.     You  pay  the  loss  bv  taking  it  out  of  the 
farmer  wlien  he  first  brings  the  product  in:    I  don't  see  that  there 
IS  much  difference,  ultimately,  as  to  where  the  money  comes  from 
to  pay  this  loss,  excepting  that  you  do  not  eliminate*^  any  of  these 
middlemen.    As  a  matter  of  fact,  the  railroad  is  one  of  the  necessary 
niiddlemen.     It  takes  nearly  every  cent  that  it  gets  out  of  distribu- 
tion of  pmducts.     It  does  not  get  any  money  anvwhere  else  except 
frona  the  hauling  of  passengers,  and  that  does  not  amount  to  verv 
much.  '^ 

In  foreign  shipping,  would  it  not  be  a  good  idea  if  we  could 
take  our  ships  that  are  tied  up  doing  nothing  and  put  them  to 
work,  and  put  them  out  on  the  basis  that  they  would  make  nothing 
but  expenses?  ^ 

Mr.  Jewett.  Yes  sir.     I  would  like  to  see  that  done. 

The  Chairman.  Did  you  ever  figure  out  how  much  they  would 
make  on  the  export  products?  Perhaps  they  would  make  enough 
to  pay  the  loss  on  the  export  product,  because  there  would  be  no 
profit  in  it  for  anybody.  It  would  go  at  cost,  and  there  would  be 
no  loss  of  anything  except  the  use  of  the  ships,  which  we  have  al- 
ready standing  idle. 

Mr.  Jewett.  It  would  be  a  mighty  good  idea.  I  don't  know 
what  profits  now  exist  in  the  shipping  business.  In  other  words  I 
don  t  know  what  the  freight  would  be  on  a  bushel  of  wheat  taken 
to  a  foreign  port  m  an  American  bottom  operated  on  a  nonprofit 
basis.  I  have  heard  it  said,  not  concretelv,  or  probably  authorita- 
^vely,  that  the  present  rates  were  not  sufficient  to  cover  the  costs. 
That,  I  believe,  was  the  argument  during  the  period  of  discussion 
of  the  ship  subsidy  bill. 
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The  Chairman.  Oh,  well,  it  seems  to  me  perfectly  reasonable  to 
say  that  the  fellows  who  are  operating  the  ships,  if  they  were 
operating  at  a  loss,  would  stop  operating. 

Mr.  Jewett.  Of  course  the  foreigner  is  operating  his  ships 
cheaper  than  we  can  operate  American  bottoms.  Take  the  Chinese. 
We  hire  many  of  their  ships.  They  very  often  give  us  an  inside 
rate.  They  are  quite  prone  to  be  rate  cutters.  But  they  operate 
their  ships  with  a  class  of  labor  that  under  our  standard  of  living 
our  American  bottoms  can  not  compete  with. 

Tiie  Chairman.  Tliey  make  a  profit  out  of  them,  of  course, 
They  make  money  out  of  the  investment  they  have  in  their  ships. 

Mr.  Jewett.  They  certainly  must,  or  they  would  not  continue 
their  operation  very  long. 

The  Chairman.  You  are  interested  in  shipping.  You  say  you 
charter  whole  ships  sometimes?  If  you  could  make  an  arrange- 
ment with  a  shipowner  who  would  say,  "  I  have  got  this  ship  tied 
up,  not  using  it,  and  if  you  will  pay  the  expenses  of  operation,  I 
will  haul  3^our  product  anywhere  you  want  to  go,"  that  would  he  a 
pretty  big  thing  for  your  wheat  organization,  would  it  not? 

Mr.  Jewett.  Yes.  On  wheat  I  can  tell  you  it  would  be  about  20 
cents  a  bushel.  It  costs  us  18  to  20  cents  to  lay  our  wheat  down  in 
U.  K.  points.  But,  Senator,  it  would  be  impossible  to  operate  those 
si  lips  at  outside  cost.  Tlie  freight  rate  now  from  the  Pacific  coast 
is  about  19  cents  per  busliel.  The  freight  rate  from  New  York  is 
about  8J  cents  a  bushel. 

The  Chairman.  In  addition  to  that,  if  you  were  operating  those 
ships  you  would  not  be  confined  in  their  operation  to  farm  products. 
If  I  was  making  harvesters,  while  you  were  hauling  the  wheat,  you 
could  have  part  of  your  cargo  consist  of  mowing  machines  or  har- 
vesters to  (jermany,  for  instance,  where  you  are  going  to  sell  your 
wlieat,  and  get  some  money  out  of  that,  and  you  could  charge  the 
going  rate,  if  you  wanted  to,  for  that. 

Mr.  Jewett.  Senator,  of  course  you  know  more  about  that  than  I 
do,  but  I  think  in  view  of  the  whole  ship  subsidy  controversy,  it 
was  developed  that  the  operation  of  our  ships  on  the  freight  rates 
as  they  now  prevail  was  not  a  profitable  transaction,  and  if  it  was 
not  a  profitable  transaction,  of  course  there  would  not  be  any  money 
made  out  of  it  under  the  provisions  of  the  other  bill. 

The  Chairman.  Of  course,  I  could  easily  see  that  there  could  be 
so  many  ships  put  on  the  water  that  if  they  were  all  working  there 
would  not  be  enough  money  to  go  around. 

Mr.  Jewett.  I  think  it  is  conceded  that  American  ships  using 
American  labor  and  the  American  standard  could  not  compete  with 
foreign  ships,  such  as  the  Japanese,  and,  contrary  to  the  opinion  of 
some,  their  bottoms  are  plying  our  ports  and  British  ports  just  as 
freely  as  between  our  ports  and  oriental  ports.  For  instance,  we  are 
shipping  wheat  to  Hamburg  in  Japanese  ships. 

The  Chairman.  Would  you  not  a  little  rather  ship  in  American 
ships? 

Mr.  Jewett.  Exactly  so,  but  we  can  not  afford  to  pay  the  price. 

The  Chairman.  Exactly ;  but  if  this  other  bill  should  go  through, 
you  could  ship  at  absolute  cost  without  any  profit  from  the  operation. 

Mr.  Jewett.  Your  cost  of  transportation  would  be  higher,  prob- 
ably than  the  Japanese. 


316 


PURCHASE   AND   SALE   OF   FAKM    PRODl^C^TS. 


The  Chairman.  I  have  an  idea  that  is  true. 

Mr  Jewett.  I  doivt  say  tliat  is  true,  but  I  am  <roing:  back  to  the 
^"f}?/^^>' '^^*^""^^^^-  ^^^'^^  "ot  that  the  basis  of  the  subsidy  argument? 
liie  Chaiijman.  There  was  all  kinds  of  argument  made.  Whether 
that  was  made  I  don't  i*emember.  For  instance,  we  have  been 
handling  the  governmental  corporation  for  a  great  many  years, 
running  ships  between  Panama  and  New  York  and  other  United 
States  ports  and  operating  the  Panama  Railway  Co.  That  is  owned 
entirely  by  the  Government  of  the  United  States.  I  have  followed  it 
very  closely.  They  do  not  get  their  ships  for  nothing.  They  either 
charter  them  or  own  them.  In  one  way  or  another  thev  put  money 
into  them,  and  they  are  operated  by'  Americans  and  have  made 
money.  Now,  if  they  could  get  off;  instead  of  buying  ships,  by 
having  those  ships  turned  over  to  them  at  no  cost  whatever,  and  the 
only  obligation  they  had  was  to  keep  them  in  repair,  it  would  seem 
to  me  there  would  be  an  enormous  saving  in  freight  on  all  of  the 
export  products,  and  in  addition  to  that,  whatever  profit  they  could 
make  on  any  other  product  they  would  have  a  perfect  right  to  do  so. 

Mr.  Jewett.  I  am  in  sympathy  with  your  tlieory.  Senator,  abso- 
lutely. There  may  be  some  question  in  our  minds'of  the  ability  to 
enact  that  class  of  legislation. 

The  Chairman.  Yes.  1  agiee  with  you  there.  But  wc  never  can 
enact  it  as  long  as  we  have  a  big  farmers'  organization  like  this, 
now,  that  takes  up  the  administration  bill  every  time  to  defeat  that 
kind  of  proposition  with.  It  has  been  defeated  three  times  in  the 
same  way.  I  think  you  have  a  better  proposition  now  tlian  they 
have  ever  made  before.  I  think  a  good  deal  of  your  proposition, 
and  I  suppose  I  would  have  been  behind  it  if  it  had  not  been  that 
I  thought  this  other  was  better.  As  I  told  you  the  other  day,  long 
before  the  Agricultural  Department  took  it  up,  this  farmer  who 
claims  the  honor  of  originating  the  idea,  out  in  Red  Willow  County, 
Nebr.,  gave  them  the  fundamental  theory  all  mapped  out,  laid  out 
before  me,  and  I  was  very  much  attracted  to  it,  and  I  suggested  this. 
He  was  in  favor  of  my  bill  then.  I  said  to  him,  "  T  think  this  would 
be  a  good  thing.  I  wish  you  would  take  it  up  with  the  Secretary  of 
Agriculture."  He  took  it  up  with  the  Secretary  of  Agriculture  ^md 
got  a  very  courteous  answer.  They  treated  him  very  nicely.  He 
got  a  very  long  letter  written  by  tlie  xVssistant  Secretary,  biit  con- 
demning it  without  any  question,  and  it  having  been  condemned  by 
the  department,  I  never  gave  it  any  further  consideration.  Of 
course  the  only  way  to  ever  get  that  would  be  to  offer  something 
which  they  consider  so  much  worse  that  they  will  take  it  for  fear 
they  will  have  to  take  something  that  is  worse.  But  we  can  not  get 
the  plan  I  have  outlined  to  you  unless  we  have  united  support  back 
of  it,  and  we  don't  have  it.  They  have  always  succeeded  in  getting 
a  strong  backing  for  something  else.  Of  course  that  kills  our  pro- 
position. I  don't  think  there  is  any  doubt  about  that.  The  only 
thing  I  feel  now  about  it  is  that  I  think  they  have  got  behind  a  real 
good  proposition  that  will  do  a  whole  lot  of  good. 

Mr.  Jew^ett.  If  that  feature  you  speak  of  can  be  brought  in,  you 
understand  we  are  not  here  to  oppose  it. 

The  Chairman.  I  understand. 

Mr.  Jewett.  We  want  relief.  One  bill  is  just  the  same  as  the 
other  to  us.    Wliat  we  want  is  relief. 
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The  Chairman.  I  think  this  will  give  you  a  lot  of  relief. 

Mr.  Jewett.  We  thought  that  equalization  fund  was  funda- 
mental. 

The  Chairman.  Yes.  I  am  impressed  with  this  bill,  but  it  does 
not  strike  at  one  of  the  very  fundamental  difficulties.  We  will  never 
get  relief  as  long  as  it  costs  so  much  to  distribute  the  products. 

Mr.  Jewett.  It  does  not  enter  into  that  general  commercial  field 
that  you  referred  to. 

The  Chairman.  I  hesitate  to  do  that.  I  don't  want  to  put  the 
Government  into  business,  but  it  seems  to  me  we  are  up  against  a 
proposition  where  we  can  not  help  it.  We  have  got  to  put  the 
Government  in  business  to  some  extent,  or  business  will  put  the 
Government  out  of  business. 

We  will  meet  to-morrow  at  10  o'clock. 

(Wliereupon  the  committee  thereupon  adjourned  until  10  o'clock 
a.  m.,  Wednesday,  January  23, 1924.) 
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WEDNESDAY,  JANTJABY  23,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

||  1  he  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a  m 

sidiT""  *^*^''^  Building,  Senator  George  W.  Norris  'pre- 

T  ^!i''T*',  Senators  Norris  (chairman),  McNary,  Capper,  Gooding, 
Ladd,  Norbeck,  McKinley,  Smith,  Heflin,  Ralston,  and  Johnson. 

^^f^^HF  °^  ^^-  BENJAMIN  C.  MARSH,  EXECUTIVE  SECRE- 

•  IrfL^l^^Lll^^^'^  RECONSTRUCTION  LEAGUE  AND  MAN- 
^ni^S  ^I^ECTOR  FARMERS'  NATIONAL  COUNCIL.  WASHING- 
HJS,  D.  C. 

Mr.  Marsh  Mr.  Chairman  and  members  of  the  committee,!  ap- 
pejir  on  behalf  of  the  people's  Reconstruction  League  and  the  Farm- 

9m o^i'^^i^u '}?'='  ""'}  ^^^  •''"  introduced  by  Senator  McNary  (S. 
^        2012)  entitled  "Declaring  an  emergency  in  respect  of  certain  agri- 
W        cultural  commodities,  to  promote  equality  between  agricultural  com- 
modities and  other  commodities,  and  for  other  purposes  " 
1  want  to  say  that,  of  course,  we  are  entirely  and  thoroughly  in 

f?;f  T^^^'^'^-.xn"  P."i?^^^  °*  *'?^  ^^^*t  growers  of  the  Northwest, 
the  American  Wheat  Growers  Associated,  in  endeavoring  to  get  a 
lair  price  for  the  wheat,  and  I  want  to  analyze  this  bill  anlpoint  out 
^  what  It  seems  to  us  are  very  fundamental  defects  in  it  which  ought  to 
'  result  in  its  withdrawal,  and  which  we  believe  should  enlist  the  active 
support  of  the  proponents  of  this  bill  for  the  Norris-Sinclair  Gov- 
ernment marketing  corporation  bill. 

In  the  first  place,  I  want  to  say  I  understand  this  is  primarilv  a 
proposal  of  the  Federal  Department  of  Agriculture,  and  ti^t  most 
significant  thmg  about  this  is  the  fact  that  the  Sec^tary  of  Ci- 

obvious  to  every  man  of  ordinary  common  sense  for  two  years  that 
an  emergency  exists  in  agriculture.  But  there  is  a  fundamental 
defect,  rather  several  fundamental  defects,  in  this  bill,  and  I  would 
like  to  first  analyze  the  bill  somewhat  thoroughly 

i  the  wf%'2t  ""Ir"*^  "^''•*  ''''^-  ''^'■y  '""'='^  th^'t  the  introducer  of 

'  be  ah/p  t„  tlti"'"  ^<=^''?'  II  "»*  present,  because  perhaps  he  might 

•  doubtful  ™J  '""?**    l^^'lr  """^^  ''^  ^^^  '^^^^  d^ubious  and 
aouDtrui  expressions  m  the  bill. 

But  the  following  section,  1  (a),  is  not  doubtful- 

n..sir  t^»„--K.-  iUeT=.T.^- A  :rsTc 
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Now,  Mr.  Chairman,  if  there  is  anything  that  is  obvious,  it  is  that 
we  do  not  want  to  deal  with  this  farm  problem  as  a  temporary  situa- 
tion. I  would  like  to  quote  from  the  report  of  the  Secretary  of 
Agriculture.  I  Avill  be  very  brief.  This  is  from  the  Yearbook  of 
1921.  on  page  3: 

The  people  of  America  have,  until  very  recent  years,  been  fed  at  a  price  ^,_ 

below  the  actual  cost  of  producing  farm  crops,  if  all  of  the  factors  which 
properly  enter  into  that  cost  are  considered,  and  if  the  farmer  should  be 
allowed  a  wage  no  larger  than  the  wage  paid  for  the  cheapest  labor.  In  the 
case  of  the  investor  or  speculator,  increase  in  the  value  of  farm  land  may  be 
unearned  increment.     In  the  case  of  the  farmer  it  is  earned  increment. 

Now,  I  am  perfectly  willing  to  admit,  as  it  is  obvious,  that  the 
main  profit  of  farming,  certainly  since  1890  or  1900,  has  consisted 
not  in  the  price  received  by  the  ^fanners  for  their  crops,  but  in  the  ^ 

increase  in  the  value  of  farm  lands,  and  that  has  led  us  to  a  most 
serious  situation,  because  to-day  it  is  certainly  most  difficult  for  us 
to  compete  in  the  world  market,  because  of  the  high  selling  price  of 
farm  lands,  and,  of  course,  the  tenant  farmer  could  not  participate 
in  any  way  in  the  advanced  selling  price  of  farm  lands. 

We  decline  to  accept  any  bill  which  purports  to  be.  as  this  frankly 
admits  it  is,  only  a  temporary  proposal.     A  permanent  proposition         |> 
must  be  enacted  by  Congress  at  this  time  to  get  some  efficiency,  some 
business  methods  into  the  distributing  of  farm  products. 

Now,  I  almost  marvel  at  the  modesty  of  the  Secretary  of  Agricul- 
ture. '  He  says  the  Secretary  of  Agriculture  shall  be  the  chainnan 
of  the  commission.  Now,  Mr.  Chairman,  the  Secretary  of  Agricul- 
ture has  made  a  dismal  failure,  either  through  inefficiency  or  worse — 
and  the  evidence  points  to  the  fact  that  it  is  much  worse,  willful  ^a 
collusion  with  the  packers — Mr.  Wallace  has  made  a  dismal  failure 
of  the  administration  of  the  packer  and  stock  yards  act,  and  it  is 
supreme  political  impertinence  for  him  to  suggest  himself  as  chair- 
man of  a  commission  charged  with  the  administration  of  a  measure 
designed  to  relieve  agriculture.  I  shall  not  go  into  it  fully,  but  I 
call  your  attention  to  the  fact  that  we  are  endeavoring  to  transfer 
the  administration  of  that  act  from  the  Secretary  of  Agriculture  ^ 
to  the  Federal  Trade  Commission,  and  we  are  assuming  that  the  next 
appointee  to  the  Federal  Trade  Commission  will  be  something  be- 
sides an  Ohio  pothouse  politician,  somebody  who  really  has  some 
interest  in  the  public  welfare. 

You  can  realize  my  consternation  when  the  expose  or  explanation 
of  this  bill  was  made  the  other  day  before  the  House  Committee  on 
Agriculture  by  Mr.  Charles  H.  Brand,  of  the  Department  of  Agri-  ^ 
culture,  a  well-known  tool  of  the  packers,  whether  he  is  in  the  pay  of 
the  Government,  in  the  Department  of  Agriculture,  or  whether  he  is 
outside.  As  proof  of  this  I  would  like  to  put  in  the  record  an  excerpt 
from  the  hearings  of  the  Senate  Committee  on  Agriculture,  Part  II, 
S.  5305,  when  you  were  a  member  of  the  committee,  Mr.  Chairman,  : 

Mr.  Swift's  statement  about  how  Mr.  Charles  H.  Brand  Avas  used  to  J 

kill  the  Borland  resolution  for  investigation  of  the  meat  packers.    It        |i 
is  a  brief  letter  and  will  be  very  illuminating  to  this  committee.    It 
is  a  memorandum  to  Louis  F.  Swift,  fourth  floor,  on  "  The  Borland 
resolution,"  dated  March  2, 1916. 

The  Chairman.  Yes.   Read  it. 


PURCHASE  AND  SALE  OF  FARM  PRODUCTS. 


321 


Mr.  Marsh  (reading)  : 

Borland  is  just  now  the  most  unpopuljir  man  in  Cont:re.ss  because  of  a  rider 
he  attempted  to  get  into  tlie  appropriation  bill  extending  the  work  of  all  de- 
partmental employees  one  hour  per  day  without  additi(»nal  pa  v.  Anything  that 
he  advocates  or  handles  during  the  next  few  weeks  will  meet* the  opposition  of 
almost  everybody  in  a  harrassing  way. 

The  Chairman.  This  is  written  to  Mr.  Swift  ? 
Mr.  Marsh.  This  is  written  to  Mr.  Swift.    It  is  "  Law  depart- 
ment, K.  C.  M.,  I.  O.  B.--  ^ 
Senator  Norris  asks  the  question  as  it  came  from  Mr.  McManus. 

Senator  Norbis.  That  is  a  letter  from  Mr.  McManus? 

Mr.  Heney.  Yes ;  from  Mr.  McManus  to  Louis  F.  Swift.  Mr.  Brai  d  had 
called  a  meeting  of  representatives  of  the  National  Livestock  Association  and 
of  the  packers  in  November,  1915,  which  the  livestock  cattlemen's  representa- 
tives attended,  and  which  the  packers  declined  to  attend,  did  he  not? 

Mr.  Veeder  then  put  in 

The  Chairman.  He  was  the  attorney  for  the  packers  ? 
Mr.  Marsh.  Attorney  for  Swift  &  Co. 

No ;  the  packers  were  represented  there  and  also  the  packers'  stock  yard  men. 
Then  it  goes  on : 

Congressman  Carlin,  chairman  of  the  subcommittee,  will  ]^e  in  New  York 
for  a  week  yet  trying  the  impeachment  case  of  Snowden  Marshall,  in  the 
Buchanan  conspiracy  case. 

Walter  Fisher,  who  is  retained  by  the  cattlemen  to  handle  the  hearing  for 
them  IS  busy  before  the  Agricultural  Committee  in  the  sisal  case,  in  which 
he  represents  the  International  Harvester  Co.,  is  meeting  the  opposition  of 
the  Continental  National  Bank,  who  helped  finance  the  Independent  Sisal  Co 
represented  by  Sol.  Wexler,  of  New  Orleans.  ' 

Of  course  this  shows  the  interlocking  financial  interests. 

It  was  Mr.  Fisher  who  said  that  he  had  not  heard  from  the  cattlemen 
but  would  see  to  it  that  we  had  a  chance  to  agree  on  dates,  methods   etc 

Secretary  Tomlinson,  of  the  American  National  Livestock  Association, "  told 
nie  that  they  would  not  want  a  hearing  until  after  the  24th— that  is  after 
the  Houston  convention. 

Under  these  circumstances,  I  think  there  is  no  likelihood  of  anything  beine 
done  for  a  month  or  six  weeks  yet.  ^ 

Senator  Gooding.  Can  I  ask  what  bearing  this  has  on  the  McNary 

.!_  '^^?  Chairman.  Senator,  it  is  the  idea  of  the  witness,  I  presume, 
that  It  shows  the  connection  of  Mr.  Brand  with  the  packers 

Senator  Gooding.  Mr.  Brand  has  not  yet  testified  before  this  com- 
mittee, has  he? 

The  Chairman.  He  testified  before  the  House  committee 

Mr.  Marsh.  And  I  shall  refer  to  his  statement  later. 

Ihe  Chairman.  I  suppose  that  is  the  idea.  This  is  a  mem- 
orandum written  by  Mr.  McManus,  who  represented  the  packers, 
several  years  ago,  when  we  were  investigating  the  packers  here 
and  this  memorandum  that  he  is  reading  was  written  by  Mr  Mc- 
S^^?l"^^^^Swift  &  Co.  at  Chicago  for  their  information.  He  was 
fewitt  &  Co.'s  representative. 

Mr.  Marsh.  I  continue  reading  the  letter  as  to  how  to  kill  the 
tJorland  resolution  for  investigation  of  the  meat  packers: 

There  are  three  steps  open- 
mitt^**  "^^  ^^  ^^  ^^^  Borland  resolution  would  not  be  made  to  die  in  com- 
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Sppond  To  see  if  the  Trade  Commission  would  not  take  over  tlie  subject 
matter  of  the  TorlLid  resolution  of  its  own  initiative,  or  without  a  hearing 

reference  j 

Third.  That  the  cattle  men  go  along  with  Borland  Rnre-iu  of 

whiphPver  of  the  three  courses  we  select,  I  favor  havmg  the  Kureau  oi 
M^kets  of  the  Departm^  Agriculture,  Mr.  Brand,  chief,  start  the  com- 
DiLtlon  and  regi^^af^^^^  of  certain  agreed  data  with  a  sufficient  spread 

for  average  and  with  a  sufficient  allowance  for  error,  so  as  to  prove  con- 
c^usi^eirfhat  at  no  ime  over  any  period  long  enough  to  be  reliable  does  the 
D^fit  of  the  packer  on  beef  vary  more  than,  say,  25  cents  Per  head,  further 
eaboratinrthe  theory  that  I  announced  at  Wichita  that  the  beef  market  fixes 
?he  cattle  mar^^^^^^^  necessarily  and  automatically,  and  that  the 

packer  is  in  fact  not  of  himself  a  controlling  factor  on  the  market. 

Shall  I  take  time  to  read  the  whole  letter? 

The  Chairman.  Read  only  those  parts  that  refer  to  what  you 
want  to  bring  out  here. 

Mr.  Marsh  (reading)  : 

I  have  told  Mr.  Brand  that  the  packer  simply  reflects  the  beef  market  when 
hPhnvs  cattle  •  that  he  is  buving  each  day  cattle  to  replace  beef  sold  that  daj 
and'"thL"an^gei-lne  figures 'over  an  average  period  would  show  that  the 
r>-ifk-pr'i  wrvioes  are  very  like  those  of  a  post  ofnoe  In  eftwt.  _.»,„ 

I  tolfl  Brand  I  wanted  him  to  start  the  development  of  "  Brand's  automatic 
best  seler"  for  Sock  men.  and  when  this  weekly  publication  has  been 
published  for  a  period  and  had  gained  the  respect  and  7V>«''<'"f  "' f 'X"; 
Commission  men'nnd  livestock,  every  traveling  n'-"' ^Y°»  ^.  ™»^^.''^«  .V'^haf 
whnt  he  knew  the  other  man  would  pick  up  tins  bulletin  and  see  wnai 
Rrnml  savs "  I  told  him  I  wanted  this  packer  talk  taken  out  of  livestock 
Ssslonrand  it  would  only  he  done  hy  governmental  publication  based  on 
goTZmrntal  assertion,  and  that  the  figures  would  prove  certain  things  within 

•^7  toW^BrLdtbelievtd  he  could  in  two  or  three  weeks  or  a  month  satisfy 
himself  as  to  what  figures  would  be  necessary  for  this  purpose.  He  could 
arS  to  take  them  himself  from  original  sources,  and  I  would  favor  a 
w^eekly  publication  with  monthly  summary. 

Now,  that  is  the  substance  of  it.    Tn  other  words.  Mr.  Brand 
W9S  to  cook  up  the  deal  against  the  people  and  for  the  great  meat 

^^Stnator  Kalston.  Wliat  is  his  attitude  now?  ,  ,      o 

Mr  Maksh.  Mr.  Brand  thinks  that  this  bill  ntroduced  by  Sena- 
tor McNarv.  which  I  have  just  started  to  .analyze,  is  a  wonderful 
Zna  andi  am  going  through  it  in  detail,. but  I  lust  wanted  to 
spent  a  little  bit  of  time  in  explaining  the  actions  of  the  representa- 
tive of  the  Secietarv  of  Agriculture.  i,  v,i„ 
Senator  Goodtkg.'  I  think  the  Senator  from  Indiana  probably 

knows  who  Mr.  Brand  is. 

Senator  Ralstok.  No  ;  I  do  not.  .  »      •     n. 

Senator  Gooding.  He  is  representing  the  Secretary  of  Agriculture 
The  Chairman.  I  understand  Mr.  Brand  is  one  of  the  authors 

"'^SenatOT^GooDiNO.  He  is  in  the  employ  of  the  Agriculture  Depart- 

™The  Chairman.  Yes;  he  is  in  the  employ  of  the  Agriculture  De- 

^^M^'marsh!  He  dropped  out  for  a  while,  after  rendering  this 
service  to  the  meat  packers,  and  went  into  the  pay  of  a  subsidiary 
of  the  meat  packers,  the  United  Fruit  Packers,  and  for  some  reason 
he  is  back  with  the  Secretary  of  Agriculture.  The  Secretary  of 
Agriculture  was  good  enough  to  let  me  see  a  year  ago  some  movies 
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which  Mr.  Brand  prepared  to  increase  consumption  of  the  meat 
packers'  products  over  in  England,  while  he  was  working  on  the 
pay  roll  of  the  of  the  United  States  Government. 

then  this  commission  is  to  be  made  up  of  the  Secretary  of  Com- 
merce, acting  as  vice-chairman,  the  Secretary'  of  the  Treasury,  who 
is  taking  a  leading  part  in  deflating  the  farmers  of  the  Nation,  the 
chairman  of  the  United  States  Tariff  Commission,  the  three  direc- 
tors of  the  Agricultural  Export  Corporation  created  by  title  2  of 
this  act,  and  referred  to  later:  an  administrative  commissioner  to 
be  appointed  bv  the  president,  by  and  with  the  advice  and  consent 
of  the  Senate,  "^from  not  less  than  three  individuals  recommended 
to  the  President  by  the  Secretary  of  Agriculture. 

He  does  not  propose  to  let  this  get  out  of  hand. 

Of  course  I  appreciate  the  sympathy  which  Mr.  Wallace  has  for 
all  the  speculators  in  farm  products.  He  does  not  want  to  give  them 
a  scare.  He  savs.  in  effect  "  Now,  if  we  do  anything,  it  is  just 
going  to  be  temporary.'"  Mr.  Brand  says  we  are  not  going  to  upset 
Uiis  splendid  system  by  which  we  market  products. 

It  is  a  splendid  system,  Mr.  Chairman.  The  joint  congressional 
agricultural  commission  of  inquiry  reported  two  charts  showing  the 
distribution  of  agricultural  profits,  as  an  illustration  of  where  the 

Erofits  came  in  agriculture,  and  here  is  anotlier  one  that  is  not  to 
e  disturbed.  Here  is  the  system  of  distribution  of  wheat  and  wheat 
products.  Now,  Senators,  \vhen  I  was  a  child  I  remember  reading 
about  a  labyrinth  and  the  Minataur  that  killed  everybody  who  ven- 
tured in  it.  Mr.  Wallace  wants  to  retain  this  wonderful  system 
and  the  Minataur  in  there  is  the  speculator  in  farm  products,  who 
involves  botli  producer  and  consumer,  and  this  bill  is  to  reassure 
these  speculators  that  no  harm  is  intended  for  them. 

Senator  Ladd.  Wliich  bill  is  that? 

Mr.  Marsh.  The  McNary  bill,  creating  a  temporary  commission. 

Of  course  I  am  not  a  lawyer  and  do  not  understand  these  things 
very  well,  but  I  think  some  of  them  are  apparent. 

Senator  Ralston.  Mr.  Chairman,  I  have  been  interested  in  many 
of  these  matters,  and  I  want  it  undei-stood  that  so  far  as  I  am  con- 
cerned I  am  very  slow  to  fall  in  and  question  the  good  faith  of  a 
public  official  who  is  serving  the  people  under  oath.  If  I  have  to, 
I  will. 

I  can  not  appreciate  your  testimony.  Do  I  understand  you  to 
want  to  leave  the  impression  with  this  committee  that  Mr.  Wallace  is 
not  heartily  Avanting  to  do  the  best  thing  that  can  be  done  for  the 
farmers  in  this  countiy?  That  is  a  pointed  question,  but  I  want  to 
know  about  that. 

Mr.  Marsh.  I  am  glad  you  raised  the  point.  I  will  say  that 
Secretary  Wallace  is  one  of  the  worst  enemies  of  the  farmers  in  tlie 
United  States.  He  has  persistently  fought  every  important  measure 
to  relieve  the  farmer.  He  has  played  with  the  big  interests.  He  has 
turned  the  administration  of  the  packers  and  stockyards  act  over  to 
the  men  whom  he  was  supposed  to  supervise,  notabl}^  in  the  case  of 
the  South  St.  Paul  Livestock  Commission  Exchange.  He  has  re- 
fused, although  repeatedly  requested  and  though  empowered  by  tlie 
act,  to  compel  the  packers  to  put  in  a  uniform  system  of  accounting, 
and  the  packers  to-day  run  that  administration.  I  don't  think  I  can 
make  any  more  serious  charge  against  the  Secretary  of  Agriculture. 


O 


324 


PURCHASE   AND   SALE   OF   FARM   PRODUCTS. 


Senator  Kalston.  That  is  more  than  enough. 

Mr.  Marsh.  And  I  say  that  he  should  be  investigated  by  the  Con- 
gress of  the  United  States  and  removed. 

I  will  go  back  to  a  consideration  of  the  bill. 

I  am  sorry  Senator  McNary  is  not  here,  but  the  chairman  of  this 
conmiittee  will  remember  the  episode  in  1921,  when  the  chairman  of 
this  committee,  one  of  the  very  best  friends  the  farmers  of  the  Nation 
have,  although  he  is  not  a  dirt  farmer,  he  has  the  farmer  viewpoint, 
that  is,  the  human  viewpoint,  introduced  a  bill  providing  for  a  farm 
products  export  corporation.  Secretary  Wallace  was  opposed  to  it 
at  that  time,  and  the  bankruptcy  of  agriculture  has  led  him  to  make 
some  concessions,  but  at  that  time  he  opposed  the  export  corporation 
bill,  which  is  substantially  the  only  basic  feature  of  this  McNary  bill. 

But.  at  the  time  your  bill  w^as  under  consideration,  Mr.  Chairman, 
you  will  recall,  as  t  believe,  you  said  on  the  floor  of  the  Senate  that 
somewhere  in  the  AYhite  House,  between  the  cellar  and  the  garret— - 
not,  of  course,  testifying  where — there  was  hatched  a  plot  to  kill 
that  bill.  You  will  remember  that  at  the  time  Frank  B.  Kellogg 
introduced  a  bill  to  revive  the  War  Finance  Corporation  for  the 
purpose  of  defeating  your  bill,  and  he  has  since  been  relegated  to 
the  Court  of  St.  James;  but  he  got  very  cold  feet  at  that  time,  and 
he  dropped  out  and  Senator  McNary,  by  some  unfortunate  accident, 
took  up  that  bill  to  kill  your  bill,  that  is.  through  the  revival  of  the 
War  Finance  Corporation,  and  he  saved  the  bankers  but  sent  the 
farmers  of  the  country  where  we  all  hope  not  to  go  after  death. 
Senator  McNary  has  done  wonderful  service.     I  wish  he  were  here. 

Senator  Gooding.  If  you  are  going  to  criticise  him  I  think  we 
ought  to  call  him. 

Sir.  Marsh.  I  am  going  to  criticise  him,  as  I  think  I  have  in  other 
places:  that  is,  his  conduct,  but  not  personally,  you  understand. 

I  will  go  ahead  now  with  the  analysis  of  this  bill,  line  by  line  and 
section  by  section,  apologizing  again  for  not  being  a  lawyer. 

(c)  The  commission  shaU  continue  in  existence  until  the  termination  of 
the  general  emergency,  as  ascertained  and  proclaimed  by  the  President  under 
section  21,  but  in  no  event  for  more  than  10  years  from  the  .Tune  30  next  fol- 
lowing the  passage  of  this  act,  except  that  the  commission  may  remain  in 
existence  for  sucli  additional  period  as  the  President  shall  by  Executive  order 
designate,  for  the  purpose  of  adjusting,  settling,  and  winding  up  its  affairs. 

I  am  glad.  Senator  McNary,  that  you  have  come  in. 

One  of  the  surest  ways  to  get  maladministration  of  any  govern- 
mental undertaking  is  to  let  the  public  know,  or  the  concerns  which 
the  Government  is  superseding  in  its  activitv,  that  it  is  only  tempor- 
ary.    They  at  once  say,  "All  right :  we  will  make  a  farce  of  this  if 

we  can." 

You  are  aware  that  during  the  period  of  Federal  control  of  the 
railroads  during  the  war  the  Wall  Street  crowd  stayed  in  there  and 
with  utter  disloyalty  and  dishonorable  activities  attempted  to  dis- 
credit the  Government  operation  in  order  to  prevent  Government 
ownership.  That  is  the  record.  The  McNary  bill  notifies  the 
gamblers  in  farm  products  that  the  proposal  to  rescue  the  farmers 
from  their  talons  is  temporary  and  only  an  emergency  proposition. 
It  invites  their  best  efforts,  and  they  are  considerable,  to  make  the 
administration  of  this  bill  a  failure. 
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The  Norris-Sinclair  bill  goes  right  in  and  recognized,  Mr.  Chair- 
man, that  you  have  got  to  have  the  Government  handle  staple  farm 

^^I  will* not  take  up  every  detail  of  this  bill,  but  here  is  what  the 

commission  shall  do: 

Shall  maintain  its  principal  office  in  the  District  of  Columbia. 

Shall  have  an  official  seal  which  shall  be  judicially  noticed. 

Shall   make  an   annual   report   to   the  Congress. 

May  m^ke  such  regulations  as  are  necessary  to  execute  the  functions  vested 

in  it  by  this  act. 

Then  sub-section    (e)    of  Section  V: 
May  accept  the  services  of  any  person  without  compensation. 
Of  course,  you  can  not  do  that  under  the  law     We  have  got  to 
come  back  to  what  is  involved  in  our  dear  old  idea  of  the  dollar  a 
vear  man  who  made  such  enormous  profits  during  the  war. 

Then  comes  the  striking  admission  as  to  the  general  emergency, 
and,  Mr.  Chairman,  before  I  go  further,  since  Senator  McNary  is 
here,  I  want  to  tell  him  I  have  been  criticizing  his  introduction  ot 
the  bill  reviving  the  War  Finance  Corporation,  which  was  intended 
to  kill  the  Norris  farm  products  export  corporation  bill  ot  ly^l. 
which,  of  course.  Senator  Kellogg  dropped. 

It  is  hereby  declared  that  there  exists  a  general  emergency  in  respect  of  agri- 
cultural commodities  by  reason  of,  and  so  forth. 

I  will  not  read  all  of  this,  but  it  says,  in  subsection  5  of  section  25 : 
The  dependence  of  the  prices  of  such  surplus  commodities  upon  the  lower 
prices  Tn^forelgn  markets,  due  to  unsettled  world  conditions  and  lower  costs 
of  production. 

Now,  the  President,  it  says,  "  may  upon  recommendation  of  the 
commission  by  proclamation  terminate  the  emergency  declared  by 
this  section  whenever  the  commission  determines  that  the  emergency 
conditions  are  no  longer  controlling,"  and  agamit  repeats,  but  m 
no  event  shall  such  emergency  be  held  to  exist  later  than  10  years 
from  the  June  30  next  following  the  date  of  passage  of  this  act. ; 

Now,  I  am  inclined  to  think  for  the  next  year  or  so  the  President 
will  be  sufficiently  engrossed  in  explaining  the  Teapot  Dome  scandal 
that  he  will  not  *be  prepared  to  say  that  any  emergency  m  agricul- 
ture has  ceased,  but  we  can  not  take  such  chances.  ,  ^m  .- 
Senator  Gooding.  How  do  vou  mean  he  will  be  too  busyf  VVliat 
did  President  Coolidge  have  to  do  with  the  Teapot  Dome? 

Mr  Marsh.  I  imagine  that  the  putative  or  probable  candidate  ot 
a  great  party  for  the  Presidency  is  apt  to  have  to  do  some  explain- 
ing about  the  actions  of  his  party. 

If  the  commission  finds  that  (1)  there  is  a  surplus  for  export  of  wheat, 
flour,  corn,  raw  cotton,  wool,  cattle,  sheep,  swine,  or  any  food  Product  of  cattle, 
sheep,  swine,  and  that  the  domestic  price  thereof  is  determmed  by  the  world 
price — 

And  just  before  that,  in  subsection  5,  it  refers  to  the  dependence  of 
the  price  of  such  surplus  commodity  upon  the  lower  prices  in  foreign 
markets,  and  right  following  that  it  says  that  if  it  finds  that  what 
it  said  is  true  they  will  do  so  and  so. 

Senator  Ralston.  Mr.  Chairman,  this  need  not  go  on  the  record, 
but  I  would  like  to  ask  for  information. 
(Discussion  off  the  record.) 
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Senator  Gooding.  The  witness  makes  a  direct  attack  on  the  in- 
tegrity and  the  honesty  of  the  Secretary  of  Agriculture,  which  I 
think  is  clearly  out  of  place  before  this  committee. 

Senator  Heflin.  I  don't  see  that. 

Senator  Gooding.  We  can  not  meet  here  and  deliberate  on  these 
questions  with  an  open  mind  if  we  have  to  listen  to  such  stuff  as 
that,  because  it  is  clearly  out  of  place,  in  my  mind,  and  it  is  no 
part  of  this  record  at  all.  The  Secretary  of  Agriculture  is  not  a 
stranger  to  us.    We  have  our  own  opinions  of  him. 

Mr.  Marsh.  I  want,  for  the  record,  to  make  it  very  clear,  and  I 
hope  you  will  allow  this  to  remain,  with  your  permission,  that  I 
do  not  pretend  to  represent  all  of  the  farmers  of  the  Nation.  I  do 
know  that  the  farmers  of  the  Nation  are  utterly  disgusted  with  the 
administration  of  the  Department  of  Agriculture  by  Mr.  Wallace. 
I  have  stated  to  you  that  they  want  an  investigation  of  that  whole 
department,  which  is  going  to  be  forthcoming  within  the  next  few 
weeks,  and  I  think  this  is  quite  germane  to  this  bill  under  which 
the  Secretary  of  Agriculture  has  full  control  of  this  vital  corpora- 
tion, will  have  charge  of  the  shaping  of  it,  the  whole  purpose  of 
which  is  to  defeat  the  Norris-Sinclair  bill. 

Senator  Johnson.  Mr.  Chairman,  I  absolutely  oppose  any  at- 
tempt by  any  one  to  hamper  or  control  or  stop  any  criticism  of  the 
Secretary  of  Agriculture.  He  should  be  criticized,  and  a  committee 
from  my  own  State  told  me  the  other  day  that  he  is  going  to  be 
criticized.  I  have  appeared  before  the  Secretary  of  Agriculture  my- 
self, not  only  before  Wallace,  but  before  Meredith,  when  we  tried 
to  get  a  modification  of  the  grain  grades,  and  not  a  thing  was 
done.  This  committee  was  down  before  O.  P.  Eckles,  candidate  and 
will  perhaps  be  elected  governor  of  my  State,  and  by  the  Kepublican 
Party  at  that,  and  he  said,  "  I  am  not  going  to  Secretary  Wallace. 
I  am  through  with  him.  My  case  will  be  put  before  the  Congress 
of  the  United  States."  Now,  he  was  there  criticizing  him.  I,  my- 
self, wrote  a  letter  to  the  Secretary  of  Agriculture,  and  to  the  most 
important  question  I  asked  him,  about  the  investigation  he  had 
made  of  the  Chicago  Board  of  Trade,  there  was  no  answer  forth- 
coming. He  forgot  all  about  it.  They  are  criticized  all  right,  and 
they  are  going  to  be  criticized.  The  trouble  is  that  they  have  not 
been  criticized  enough  in  the  past,  but  we  are  going  to  have  them 
criticized,  so  we  know  where  we  are  at. 

Senator  Gooding.  There  is  a  lot  of  difference.  Senator,  between 
criticism  and  charging  a  public  official  with  dishonesty,  openly. 

Senator  Johnson.  Certainly. 

Senator  Gooding.  When  you  come  to  criticism,  he  has  a  right  to 
criticize,  but,  of  course,  he  has  not  a  right  to  charge  anything  unless 
he  has  got  something  behind  it  to  prove  it. 

Mr.  Marsh.  And  I  won't  unless  I  have  something  behind  it,  I 
assure  you. 

Senator  Heflin.  The  Secretary  of  Agriculture  has  the  right  to 
come  here  and  make  any  reply  he  wants  to  to  Mr.  Marsh,  and  if 
representatives  of  farmers'  organizations  can  not  tell  whether  they 
indorse  or  do  not  indorse  the  administration  of  any  department,  we 
have  gone  a  long  way  toward  suppressing  free  speech. 

The  Chahiman.  We  must  not,  imder  any  circumstances,  prevent 
criticism  of  anybody  and  everybody  and  every  witness  has  a  right 
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to  criticize  anyone  he  sees  fit,  but  we  must  keep  it  within  parlia- 
mentaiy  bounds. 

Senator  Ralston.  I  suggest  this,  Mr.  Chairman.  Considering  the 
relation  in  which  the  Secretary  of  Agriculture  stands  to  the  farm- 
ing interests  of  this  country,  I  would  suggest  that  we  let  go  out 
of  this  record  all  reference  to  the  President,  and  let  the  other  testi- 
mony' stay  in. 

Senator  Johnson.  Well,  the  President  can  stand  a  little  criticism, 
too,  I  guess.  I  would  like  to  know  what  he  said  about  the  Presi- 
dent and  members  of  this  committee. 

The  Chairman.  Let  us  not  have  him  state  it  again.  Let  us  let 
the  witness  proceed  now,  and  let  me  say  to  the  witness.  We  do  not 
want  to  prevent  you  from  giving  any  criticism  of  anybody,  either  in 
the  Government  or  out,  or  on  the  committee  or  off.  You  are  per- 
fectly free  to  criticize 

Senator  Johnson  (interrupting).  Mr.  Chairman,  I  have  sat  here 
for  days  and  never  asked  a  question,  but  I  am  here  to  ask  questions 
of  the  Avitness. 

The  Chairman.  Senator,  won't  you  let  the  Chaimian  finish? 

Will  you  read  what  I  said  ? 

The  Reporter  (reading)  : 

Let  us  let  the  witness  proceed  now,  and  let  me  say  to  the  witness  we  do 
not  want  to  prevent  you  from  giving  any  criticism  of  anybody,  either  in  the 
Government  or  out,  or  on  the  committee  or  off.  You  are  perfectly  free  to 
criticize 

The  Chairman.  But  we  hope  your  criticism  will  be  constructive. 
Tell  the  facts  as  you  understand  them,  and  let  the  committee  draw 
its  own  conclusion.     Treat  everybody  with  courtesy. 

Senator  Johnson.  Now  Mr.  Chairman,  I  want  to  ask  one  more 
question,  and  then  I  am  through. 

Now,  so  far  as  you  are  concerned,  I  want  to  know  that  several 
times  I  have  been  asking  the  witness  questions  and  you  have  always 
got  after  me.  You  have  not  said  a  word  to  the  others.  I  am  that 
kind  of  a  man ;  I  ask  questions.  What  is  the  use  to  have  a  man  to 
make  a  speech  for  us  unless  we  have  a  right  to  ask  him  questions. 
That  is  my  way,  and  that  is  the  reason  I  have  been  doing  this. 

The  Chairman.  Now,  Senator  Johnson,  the  only  time  I  have  in- 
terrupted you  when  you  have  asked  a  question  (and  I  have  done  that 
with  the  others  just  the  same,  and  they  have  accepted  it,  but  you 
haven't)  has  been  when  you 

Senator  Johnson  (interrupting).  I  know,  but  you  haven't  got 
after  them,  but  you  have  got  after  me. 

The  Chairman.  I  have  suggested  when  some  one  asked  a  ques- 
tion that  the  witness  had  alreadj^  gone  over  before  they  came  in,  and 
I  have  suggested  several  time  to  various  members  of  the  committee, 
that  the  witness  has  already  gone  over  that,  and  that  I  do  not  ob- 
ject to  his  going  over  it  again,  if  the  committee  wants  him  to,  but 
usually  if  the  member  has  not  been  here  and  the  witness  has  gone 
over  it  he  accepts  that,  and  does  not  insist  on  asking  the  question. 
They  always  acquiesce  and  say  if  he  has  gone  over  that  they  do  not 
want  to  go  over  it  again.    That  is  all  that  has  happened  to  you. 

Senator  Johnson.  I  have  asked  this.  I  don't  want  him  to  go  over 
it  again.  I  just  want  him  in  a  few  words  to  state  what  he  said. 
Probably  it  would  not  take  20  words  to  say  it. 
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The  Chairman.  The  question  that  you  have  asked.  Senator  John- 
son, whenever  I  have  interfered  (and  I  deem  it  my  duty  as  chair- 
man to  try  to  keep  the  investigation  in  such  a  line  that  we  will  ^ 
not  be  going  over  and  over  the  same  thing  all  the  time)  would  mean 
that  we  would  have  to 

Senator  Johnson  (interrupting).  I  know.  I  have  l)een  sitting 
on  committees  for  years  myself.  f  ^ 

The  Chairman*  You  have  always  asked  about  something  that 
happened  when  you  were  not  here.  You  have  asked  a  question 
which,  if  it  was  answered,  would  mean  going  all  over  it  again,  and 
if  we  did  that  every  time  a  Senator  comes  in  the  committee  who  has 
not  heard  what  the  witness  has  said  we  would  be  going  oyer  and  over 
and  over  the  same  thing  and  would  never  get  through  with  the  hear- 
ings. ,<^ 

Senator  Johnson.  That  is  not  it,  Mr.  Chairman. 

The  Chairman.  The  record  will  show.  That  is  the  only  time  you 
liave  been  interrupted. 

Senator  Johnson.  I  have  been  keeping  track  of  these  things.  Mi: 
Chairman. 

The  Chairman.  You  have  not  been  here  to  keep  track.     If  you 
liad  been  here,  you  would  not  have  asked  the  question,  but  you  come        f 
in  after  the  witness  has  gone  over  something,  and  you  want  him  to 
go  over  it  again.     If  the  committee  wants  him  to  do  it,  I  can  stay 
here  as  long  as  anybody. 

Senator  Johnson.  I  said  I  don't  want  him  to  go  back  and  rehasli 
the  whole  thing.  I  just  want  to  know  what  he  said  about  the  Presi- 
dent and  the  members  of  this  committee. 

The  Chairman.  That  means  he  will  have  to  go  over  it  again.        ^ 
You  don't  want  him  to  do  it,  but  you  ask  him  to  do  it.     Go  ahead. 

Mr.  Marsh.  Mr.  Chairman,  I  want  to  say  that  I  have  endeavored 
not  to  be  personal,  but  the  chairman  realizes  the  administration  of 
the  act  depends  largely  upon  those  in  charge  of  its  administration. 
I  have  tried  to  keep  within  the  proprieties,  and  regret  if  I  have  in 
any  way  strayed  from  that  effort ;  but  I  am  rather  willing  to  let  my 
own  record  stand  as  to  the  gentlemen  to  whom  I  have  referred,  as  I  # 
am  sure  the  present  chairman  and  other  members  of  the  cominittee 
are  anxious  to  hear  comments,  if  they  can,  on  this  bill,  and  a  discus- 
sion of  the  respects  in  which  it  differs  fundamentally  from  the  Xor- 
ris-Sinclair  Government  corporation  marketing  bill.  ^ 

This  McNary  bill  attempts  to  set  up  a  new  method  of  ascertain- 
ing what  the  farmers  are  to  be  paid  for  their  products.     I  am  going 
to  read  and  ask  for  a  statement  from  the  introducer  of  the  bill,  if         ^ 
Senator  McNary  will  be  courteous  enough  to  give  it  to  me,  as  to  ^ 

what  the  real  significance  is  of  subsections  1  and  2  of  section  24,  on 
page  8,  which  reads  as  follows: 

The  ratio  price  of  such  basic  agricultural  commodity  for  any  montli  shall 
hear  the  same  relation  to  the  current  all-commoclities  price  in  effect  for  such  <K  | 

month  as —  ,  ^.  ^,  ^ 

(2)   The  pre-war  basic-commodity  price  tliereof  for  the  correspondnig  month  ^ 

bears  to  the  pre-war  all-commodities  price  in  effect  for  such  month.  ~ 

Does  that  mean  that  at  the  primary  market  the  farmer  is  to  l)e 
paid  a  price  by  this  export  corporation  for  his  farm  products  which 
is  to  put  him  as  nearly  as  possible  in  the  position  he  was  in  before 
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the  war,  when  he  was  going  broke,  or  is  it  to  be  paid  to  him  on  th? 
farm,  or  what  is  the  intention? 

They  refer  also,  beginning  at  line  14  of  this  same  page: 
In  computing  such  pre-war  all-commodities  prices  the   Secretary  nf  T.ahnr 
si'all  use  the  prices  selected  and  the  weights  applies  as  the  basis  for  comput- 
ing  for  all  commodities  for  such  years,  the  index  numbers  shown  (»n  page  J 
of  bulletin  No.  335  of  the  Bureau  of  Labor  Statistics. 

And  here  is  said  bulletin,  gentlemen,  on  page  9  of  Bulletin  .'^o.>. 
Wholesale   Prices,   Table    5,   index   numbers,   wholesale   i^rices   bv 
groups  of   commodities.     (Base:  Estimated   value   in    1913   equals 
100.)      (For  explanation  of  method  used  in  computing  th^-se  index 
numbers,  see  pp.  3  and  4.)     And  I  read  pages  3  and  4.  and  I  admit 
that  it  looks  to  me  a  little  like  differential  calculus,  and  fourth  dimen- 
sion mathematics,  which  makes  Einstein's  theory  of  relativity  so 
simple  that  a  child  of  6  can  take  hold  of  it  and  make  it  sound  as  simple 
as  A  B  C.    Why  don't  you  come  out  and  say  the  farmers  are  going 
to  get  the  cost  of  production  plus  a  reasonable  profit  as  the  Xorris- 
Sinclair  bill   proposes?    Why  beat    around   the   bush.    Tell   Mr. 
Farmer  you  are  going  to  put  him  on  the  same  basis  as  other  busi- 
ness and  industry.     Did  you  ever  hear  the  Steel  Corporation  say : 
"The  ratio  price' for  any  month  shall  bear  the  same  relation  to  the 
current  all-commodities "^  price  in  effect  for  such  month  as  the  pre- 
war basic-commoditv  price  of  steel  for  the  corresponding  month 
bears  to  the  pre-war  all-commodities  price  in  effect  for  such  month? 
Do  the  coal  people  do  that  ?     Do  they  deal  in  syllogisms  or  mathe- 
matical formula  which  an  expert  can  not  understand?     I  am  not  an 
expert.     I  got  a  scholarship  degree  in  college  and  all  that,  but  I 
don't  know  whv  we  should  get  away  from  cost  of  production  plus 
a  reasonable  profit,  except  this,  gentlemen,  and  will  you  pardon  me 
for  giving  more  references.  Senator  Ralston,  and  I  think  I  ought 
to.    The  Secretary  of  Agriculture,  and  ever\'  Secretary  of  Agricul- 
ture,  with   one   or  two   exceptions,   has  objected   to   the   farmers 
knowing  the   cost   of  production.      The    Standard    Oil    Co.    put    a 
man  in  the  Department  of  Agriculture— and  this  is  all  a  matter 
of  record— the   Standard   Oil  Co.   put   a  man  in  the  Department 
of  Agriculture,  through  the  General  Education  Board,  Dr.  Thomas 
N.  Carver,  to  try  to  stop  this  folly  of  the  farmers  in  ascertaining 
cost  of  production  ?     ^liy  should  the  farmer  know  cost  of  produc- 
tion?    It  is  not  his  to  reason  why,  but  to  produce  and  die.     Doctor 
Carver,  when  this  General  Education  Board  attempted  to  tell  him 
what  he  could  investigate  and  what  he  could  not,  resigned.     Dr.  W. 
J.  Spillman,  as  you,  Mr.  Chairman,  will  remember,  was  forced  out 
of  the  Department  of  Agriculture  years  ago  because  he  tried  to 
help  the  farmers  ascertain  the  cost  of  production,  so  that  they  would 
know  what  it  cost  them  to  produce,  and  what  they  were  entitled  to, 
and  then  demand  their  reasonable  profit. 

Now,  Mr.  Chairman,  I  do  find  one  explanation  of  this  very  com- 
plicated method  of  getting  at  something,  and  that  is  this.  The  Sec- 
retary of  Agriculture,  so  I  am  informed,  says  that  they  have  not  ade- 
quate data  of  anv  sort  to  give  the  cost  of  production.  Well,  then, 
may  I  be  permitted  in  this  friendly  atmosphere  to  suggest,  what 
has  the  Secretary  of  Agriculture  done  with  hundreds  of  thousands 
of  dollars  he  has  spent  to  find  out  the  cost  of  production?    Why  is 
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he  suggesting  a  roundabout  method  except  to  escape  the  respon- 
sibility for  either  malfeasance  or  inefficiency  in  office:  and  is  there 
any  member  of  this  committee  who  is  going  to  arise  and  say, 
"  Brother   Farmer,"   well,   how   many   of   you    can    say    "  Brother 


.  .  ,  you  are  ]ust 

friendly  as  any  farmer  member.  "Mr.  Farmer,  you  are  not  to  be 
put  on  a  basis  of  cost  of  production  plus  a  reasonable  profit."  I 
challenge  the  Secretary  of  Agriculture  or  Mr.  Charles  H.  Brand  on 
the  part  of  the  Secretary  of  Agriculture's  administration  of  the  De- 
partment of  Agriculture,  to  cite  one  business  industry,  one  big  busi- 
ness combination  which  would  attempt  to  set  its  price  on  the  basis 
set  forth  in  this  bill.  Why  not  come  right  out?  We  can  not  get 
the  exact  cost  of  production,  Mr.  Chairman,  and  we  have  never 
asked  that  the  highest  cost  of  production  be  paid.  I  would  be  un- 
worthy and  I  would  be  fired  by  the  farmers  I  am  trying  to  rep- 
resent if  I  did  not  make  a  protest  against  this  effort  on  the  part  of 
the  Secretary  of  Agriculture  to  get  away  from  the  very  thing  that 
the  farmers  of  this  country  have  got  to  have,  cost  of  production 
plus  a  reasonable  profit,  and  I  would  like  to  see  that  principle  made 
a  little  stronger  in  your  bill  (the  Norris-Sinclair  bill)  than  it  is 
now.     I  trust  that  this  may  be  allowed  to  stand  in  the  record. 

Then  we  go  on  to  something  else. 

"  The  Secretary  of  Labor  " — we  have  been  paying  the  Secretary 
of  Agriculture  to  find  out  the  cost  of  production,  but  he  drags  in 
the  Secretary  of  Labor — ^'  shall  compute  12  average  prices." 

The  American  Wheat  Growers  Associated  have  been  good  enough 
to  give  me  some  data  which  they  have  prepared  as  to  what  the  price 
of  wheat  would  be,  spring,  Minneapolis,  on  the  basis  of  this  scheme 
of  ascertaining  what  should  be  paid  the  farmer,  provided  for  in  this 
bill  of  Senator  McNary's.  I  think,  if  I  may,  I  will  call  it  the  Sec- 
retary of  Agriculture's  bill,  since  he  appeared  in  favor  of  it  through 
Mr.  ferand. 

I  confess,  gentlemen,  that  I  am  a  little  bit  at  a  loss  to  know  just 
what  this  proposition  is.  I  don't  know  whether  the  chairman  has 
grasped  this  mathematical  statement.  I  have  studied  it  carefully. 
It  gave  me  the  nightmare  for  two  nights  since  I  looked  at  it,  but  ap- 
parently in  1922  the  calculated  price  for  wheat  would  have  been  an 
average  of  $1.60  per  bushel  for  the  year.  Now,  where  is  that  price 
paid?  Is  it  paid  at  the  primary  market,  and  is  the  farmer  to  de- 
duct 25,  35,  or  40  cents  therefrom  for  freight?  I  don't  know.  It 
seems  to  me  that  the  bill  should  very  specifically  state  the  principle, 
not  the  figure,  but  the  principle  that  the  farmer  on  the  farm  should 
get  cost  of  production.  There  is  no  other  safe  principle  with  which 
to  deal. 

Now,  then,  let  me  go  to  page  10,  section  25  (a)  : 

The  ccmmission  shall  determine  the  probable  export  surplus  of  basic  agri- 
cultural commodities,  considering  in  such  determination  in  respect  of  any  such 
commodity  probable  and  previous  domestic  consumption,  present  reserves, 
carry  over,  probable  and  previous  exports  and  imports,  and  estimated  current 
production.  Upon  the  basis  of  any  such  determination  the  commission,  when- 
ever a  ratio  price  is  established  in  respect  of  any  basic  agricultural  commod- 
ity, shall  recommend  to  the  corporation  (1)  the  estimated  amount  of  any  such 
commodity  to  be  purchased  for  the  purposes  of  this  act  for  the  remainder  of 
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the  current  year  and  (2)  the  amount  to  be  purchased  during  each  month,  and 
so  on. 

Now,  then,  the  job  is  over,  as  I  understand  it,  when  this  corpora- 
tion does  that,  except  here  in  section  (c)  of  paragraph  25,  page  11, 
it  says : 

Whenever  the  commission  deems  it  advisable  it  shall  direct  the  corporation 
to  sell  in  the  domestic  market,  at  not  less  than  the  ratio  price,  such  quaiitities 
of  the  commodity  in  its  custody  as  the  commission  may  designate. 

In  other  words,  this  bill  specifically  says  to  the  wheat  gamblers, 
"  Boys,  don't  worry,  we  are  not  going  to  touch  you,"  and,  Mr.  Chair- 
man, Mr.  Brand  ]ust  on  Monday  of  this  week,  before  the  House 
Committee  on  Agriculture,  before  he  started  on  his  western  trip, 
said  he  had  conferred  with  the  handlers  of  wheat  in  Chicago  and 
most  of  them  were  friendly  to  this  bill.  Well,  why  shouldn't  they 
be?  It  leaves  them  just  where  they  are,  bleeding  the  public,  bleed- 
ing the  farmers,  bleeding  the  consumers,  and  only  in  an  emergency, 
which  the  President  may  terminate,  may  I  be  permitted  to  say  pos- 
sibly under  political  exigencies,  if  that  is  not  lese  majesty,  and  God 
Imows  I  don^t  want  to  indulge  in  that,  but  only  under  such  circum- 
stances where  the  President  is  willing  to  say  that  a  terrible  emer- 
gency in  agriculture.  Did  we  not  beg  and  implore  him  and  did  I 
Mr.  Chairman  and  gentlemen  of  the  committee,  when  I  call  your  at- 
tention, with  all  humility,  such  as  is  becoming,  that  the  President 
of  the  United  States  has  not  yet  discovered  that  there  is  an  emer- 
gency in  agriculture?  Did  we  not  beg  and  implore  him  and  did  I 
not  wire  him  from  the  coast  and  over  the  country,  "  Please  call  a 
special  session  of  Congress  to  do  something,"  and  he  would  not  call 

Congress. 

It  is  only  now,  may  I  say,  then,  that  with  the  approach  of  a 
national  election,  the  discovery  has  percolated  into  the  official  con- 
sciousness that  there  is  an  emergency  in  agriculture. 

Mr.  Chairman,  mark  my  words.  I,  on  behalf  of  the  farmers  I 
represent,  and  their  friends,  have  been  trying  to  back  you  in  your 
efforts  to  get  some  real  relief  for  the  agricultural  emergency  which 
has  existed,  Mr.  Chairman,  for  the  last  three  and  a  half  or  four  yeai*s 
in  this  country.  I  want  to  tell  you  frankly  you  have  either  got  to 
declare  a  moratorium  for  farmers  within  the  next  60  days  or  get 
something  like  the  Norris-Sinclair  bill  passed,  or  have  infinitely 
more  failures  than  you  have  to-day.  The  farmers,  I  will  tell  you 
very  frankly,  if  I  understand  their  attitude — and  I  am  in  fairly 
close  touch  with  them,  are  not  proposing  to  accept  any  substitute  for 
real  relief  for  agriculture. 

The  capital  stock  of  the  corporation  is  very  low. 

The  capital  stock  of  the  corporation  shall  be  $200,000,000,  and  all  of  such 
amount  is  hereby  subscribed  by  the  United  States. 

There  is  hereby  authorized  to  be  appropriated  the  sum  of  $200,000,000  or  so 
much  thereof  as  may  be  necessary  for  the  purpose  of  purchasing  stock  of  the 
corporation  in  accordance  with  the  provisions  of  subdivision  (a). 

Those  are  the  main  features  of  the  bill,  in  my  judgment.  But 
now  coming  to  the  administration  as  it  appears  on  page  18,  sec- 
tion 232: 

The  corporation  is  authorized — 

(a)  To  acquire,  construct,  maintain,  and  dispose  of  or  acquire  the  rights  of 
operation  of  (1)  storage  warehouses  for  basic  agricultural  commodities— 


332 


PURCHASE  AND  SALE  OF  FAKM  PRODUCTS. 


Elevators  are  not  mentioned  there.  They  may  be  involved,  and 
i:)i'obably  are — 

(2)  Facilities  for  transportation  (otlierwise  than  as  a  comnion  carrier)  in 
connection  with  the  storage  of  such  cimimodities,  except  that  no  such  facilities 
shall  be  acquired  by  purchase  or  construction  without  the  approval  of  the 
commission,  and  (3)  facilities  for  processing  sucli  commodities. 

Note  you  that  they  are  limited  to  acquiring  the  rights  of  operation. 
They  can  not  operate.  As  you  recall,  Mr.  Chairman,  your  bill  is 
very  specific  and  definite,  that  the  corporation — and  I  am  going  to 
quote  verbatim  from  section  9  of  the  Norris-Sinclair  bill : 

Sec.  9.  Tliat  the  corporation  shall  be  empowered  and  authorized  (1)  to  build, 
buy.  lease,  and  operate  elevators  and  storage  warehouses;  (2)  to  buy  agricul- 
tural products  from  any  person  within  the  United  States,  and  to  sell  such 
products  to  any  person  within  the  United  States,  and  to  any  person  or  to  any 
government,  or  subdivision  of  government  without  the  United  States;  (3)  to 
act  as  agent  of  any  person  producing  or  dealing  in  agricultural  products, 
either  in  their  natural  or  prepared  state,  within  the  United  States,  in  the  sale 
of  such  products  either  within  or  without  the  United  States;  and  (4)  to  make 
advances  for  the  purpose  of  assisting  any  person  in  financing  the  sale-,  or 
exportation  and  sale,  of  such  agricultural  products,  but  In  no  case  shall  any 
of  the  money  so  advanced  be.  expended  without  the  United  States.  Every  such 
advance,  r.nd  any  sale  of  such  products  made  on  time,  shall  be  secured  by 
adequate  security  of  such  character  as  shall  be  prescribed  by  the  board  of 
directors.  It  is  hereby  declared  to  be  the  object  and  purpose  of  this  act  to 
provide  a  market  for  the  sale  of  agricultural  products,  and  to  eliminate  as  far 
as  possible  the  commissions  and  charges  that  are  exacted  upon  agricultural 
products  from  the  time  such  products  leave  the  producer  until  the  same  reach 
the  consumer,  and  to  thereby  increase  the  price  which  the  producer  receives 
and  decrease  the  price  which  the  consumer  pays. 

The  Chairman.  Now,  Mr.  Marsh,  while  I  think  that  provision 
you  have  just  read  is  very  important,  I  think  that  power  oupht  to 
be  conferred,  and  that  is  the  reason  I  put  it  in  the  bill.  Whether 
it  is  ever  utilized  or  not,  the  power  to  do  it  ought  to  exist.  In  other 
words,  that  corporation  ought  to  be  made,  as  far  as  we  can  do  so, 
to  have  all  the  powers  that  an  individual  would  have,  and  it  ought 
not  to  be  curtailed.  I  don't  anticipate  they  would  alwa3^s  use  them 
all.  The  fact  that  they  can  use  them  would  sometimes  make  it  un- 
necessary to  use  them.  They  ought  to  have  that  power.  I  am  not 
apologizing  for  that  language.  I  believe  in  it  most  ardently.  At 
the  same  time  I  realize  the  very  language  you  have  read  has  made  a 
good  many  opponents  to  that  bill,  and  I  am  not  charging  but  what 
they  are  just  as  conscientious  as  I  am.  I  know  there  are  members 
of  this  committee  who  refuse  to  support  the  bill  mainly  on  that 
ground — ^that  is,  because  of  the  language  contained  in  it  that  you 
have  just  read  there — and  there  are  other  members  of  the  Senate 
who  will  fight  it  bitterly  because  of  that  language.  That  is  one  of 
the  seasons  for  their  opposition.  The  McNary  bill  does  not  have 
all  that.  I  think  we  must  face  the  proposition  as  it  exists.  Wliat 
1  believe  we  ought  to  have  it  may  be  that  a  good  many  honest  and 
conscientious  fellows,  just  as  honest  and  just  as  conscientious  as  we 
are,  are  opposed  to,  and  for  that  reason,  and  while  I  regret  it,  that 
very  language  is  one  of  the  stumbling  blocks. 

Senator  Ralston.  Do  you  refer  to  what  is  on  pages  18  and  19? 

The  Chairman.  No;  I  am  referring  to  my  bill,  the  language  that 
Mr.  Marsh  has  just  quoted,  giving  to  the  corporation  set  up  there 
the  power  to  build  and  operate  warehouses.  1  think  any  corpora- 
tion handling  the  farmers'  product  ought  to  have  that  right,  and 
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they  will  never  be  able  to  do  it  right  until  they  do  have  that  right. 
But  that  has  incurred  and  will  always  incur  very  bitter  opposition 
from  people  who  want  to  keep  the  Government  out  of  just  as  much 
^  business  as  they  can  possibly  keep  it  out  of.     I  don't  agree  with 

them  at  all,  but  they  are  honest  in  it.    At  least  a  great  many  of  them 

are.  /.        •        iir 

If  Senator  Ralston.  If  we  don't  give  them  power  to  function,  Mr. 

'  Chairman,  there  is  no  use  giving  them  any  power. 

The  Chairman.  It  rather  looks  that  way  to  me,  but  still  it  has 
always  seemed  to  me  if  we  can  not  get  all  we  think  we  ought  to  have, 
it  is  better  to  have  half  a  loaf  than  no  bread. 

Mr.  Marsh.  Mr.  Chairman,  I  want  to  say  that  in  the  off-election 
year  we  have  to  take  a  half  loaf,  but  in  this  election  year  it  seems 
j^         almost  providential  dispensation  that  we  should  demand  and  have  a 
pretty  good  chance  of  getting  a  whole  loaf. 

The  Chairman.  I  would  like  to  get  a  whole  loaf  myself. 

Mr.  Marsh.  Nobody  has  worked  harder  to  get  the  farmers  a  whole 
loaf,  we  are  satisfied,  than  you  have. 

The  Chairman.  I  appreciate  you  saying  that,  Mr.  Marsh,  but 
at  the  same  time,  while  there  are  special  interests  who  have  self- 
d  interest,  like  the  middlemen,  and  so  forth,  who  oppose  it  for  purely 
selfish  reasons,  there  are  many  other  people  just  as  honest  as  we  are^ 
just  as  conscientious  as  we  are,  who  think  we  are  going  too  far,  and 
we  should  not  do  this,  and  I  think  we  have  to  face  that  proposi- 
tion, because  I  believe  it  is  true. 

Senator  Ralston.  ^YhJ  do  they  think  it  is  going  too  far,  Mr. 
Chairman  ? 
0  The  Chairman.  It  is  putting  the  Government,  they  say,  right  com- 

pletely  into  business.  You  know  that  argument  does  not  appeal  to 
me,  Senator.  I  am  not  offering  that  as  my  belief  at  all.  I  remem- 
ber a  speech  made  in  the  Senate  against  a  bill  of  this  kind  in  which 
that  expression  was  used  by  Senator  Watson,  now  dead,  a  man  for 
whom  I  have  the  greatest  respect,  who  had  been  fighting  all  his 
life,  I  believe,  for  what  he  believed  to  be  the  common  people,  and  yet 
'^  he  was  opposed  to  that  bill  very  bitterly.  He  denounced  it  in  the 
severest  kind  of  terms.  I  never  questioned  his  honesty  or  his  con- 
scientiousness. He  was  anxious  to  do  what  he  thought  was  right, 
and  he  did  not  think  that  was  the  way  to  do  it.  That  has  been  the 
trouble  and  the  cause  of  our  inability  to  get  legislation — we  are  not 
agreed  amongst  ourselves. 

Mr.  Marsh.  Mr.  Chairman,  of  course  it  will  be  incumbent  on  this 
^  committee  to  decide  what  sort  of  a  bill  it  will  report  out.     May 

I  call  to  your  attention  that  the  Conference  for  Progressive  Po- 
litical Action,  the  most  militant  political  body  in  the  United  States, 
without  exception,  iias  endorsed  your  bill?  It  was  a  pleasure  ii 
week  ago  last  Monday  night,  down  at  the  National  Hotel,  to  liear 
our  friend  Senator  Capper  state  that  he  would  support  your  bill. 
We  are  gaining  converts  day  by  day.  We  would  like  a  record 
A  vote  and  are  sure  it  would  carry.     Nobody  and  in  particular  no 

farmer  has  a  fight  with  and  Senator  or  Congressman  who  says,  "  I 
don't  believe  in  this  thing."  They  say,  "  We  want  it.  If  you  don't 
believe  in  it,  resign  and  let  us  elect  some  one  who  will  represent 
us  here.  You  can  carry  out  our  principles  at  home,  but  carry  out 
the  principles  of  representative  government  in  Congress." 
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Of  course  that  is  what  democracy  stands  for.  It  means  accord 
with  public  opinion.  We  hope  this  will  come  to  a  record  vote 
on  this  bill  of  yours,  strengthened  in  some  respects. 

May  I  go  with  one  or  two  other  provisions  of  this  proposal  of 
the  Secretary  of  Agriculture? 

In  the  first  place,  if  I  understand  it — and  I  am  not  sure  that  I 
do — but  as  I  understand,  from  reading  this  bill,  whoever  buys  farm 
products  has  got  to  be  prepared  to  buy  scrip.  Here  is  what  it  says 
m  section  303  (a),  page  24: 

Payment  and  collection  of  the  fee. 

After  describing  the  equalization  fee — 

Whenever  u  special  emergency  in  respeft  <»f  ;:ny  agriculrnral  conmic'lity 
has  heen  ascertained  nnd  ])rochiime(1,  and  until  tre  termin-.ition  of  sucli  emer- 
gency, under  Section  22,  the  equalization  fee  shall  be  paid  and  collected  upon 
every  sale  of  such  commodity  by  or  on  account  of  the  producer  thereof. 

(b)  It  shall  be  the  duty  of  every  purchaser  of  any  such  commodity  to  tender, 
and  of  every  producer  (or  the  person  making  the  sale  on  his  account)  to 
accept,  as  a  part  of  the  purchase  price  an  amount  of  scrip,  prepared  and 
offered  for  sale  as  provided  in  section  304,  equal  to  the  total  equalization  fee 
to  be  paid  upon  such  sale.  If  any  such  purchaser  fails  to  make  such  tender, 
it  shall  be  the  duty  of  such  producer  or  person  to  demand  such  scrip.  Such 
scrip  shall  be  evidence  of  a  beneficial  interest  in  the  equalization  fund  for  the 
community,  and  the  holder  shall  be  entitled  to  the  dividends  declared  thereupon 
as  provided  in  section  305. 

Then  look  at  the  penalties : 

(c)  Any  person  who  fails  or  refused  to  tender  or  accept  or  demand  scrip 
in  violation  of  subdivision  (c)  shall  be  liable  for  the  equalization  fee  and  to  a 
I)enalty  equal  to  one-half  the  amount  of  such  fee.  Such  fee  and  penalty  may 
be  recovered  together  in  a  civil  suit  brought  by  the  corporation  and  shall  be 
covered  into  the  proper  equalization  fund  of  the  corporation. 

From  Mr.  Brand's  explanation  of  this  bill  before  the  House  Com- 
mittee on  Agriculture  I  imdei-stand  that  means — and  I  want  to  be 
corrected  if  I  am  in  error,  but  you,  being  lawyers,  can  interpret  just 
what  this  bill  means — that  whenever  a  man  sells,  a  farmer  sells,  any 
wheat  he  has  got  to  get  in  on  this  Government  proposition.  In  other 
words,  the  Government  has  got  to  be  interested  in  every  sale  of  wheat 
if  an  emergency  is  declared,  or  raw  cotton  or  wool  or  anything  else, 
and  the  whole  purpose  is  to  put  back  any  loss  which  may  be  incurred 
upon  the  farmer. 

Now,  gentlemen,  this  means  the  establishing  of  a  bureaucracy  com- 
pared with  which  the  kaiserism  before  the  war  was  child's  play,  in 
my  judgment. 

Under  your  bill.  Senator  Norris,  you  do  not  compel  the  farmer  to 
come  in  if  he  does  not  want  to.  He  does  not  have  to  sell  to  the 
Government  corporation.  He  is  free  not  to  do  it.  Here  you  neces- 
sarily build  up  a  bureaucracy  under  the  charge  and  control  of  the 
Secretary  of  Agriculture  pending,  of  course,  the  time  that  there  is 
an  emergency  permitted  to  be  declared.  You  get  after  the  farmer. 
What  do  you  do  with  the  miller  speculator?  What  do  you  do  with 
the  elevator  speculator?  What  do  you  do  with  the  gambler  and 
broker  and  commission  man  in  flour?  Nothing.  He  can  continue 
to  trim  the  consumer  all  he  wants  to,  whereas  your  bill  specifically 
says,  in  the  powers  conferred  upon  this  corporation,  page  5,  section 
9,  line  9,  as  follows : 

It  is  hereby  declared  to  be  the  object  and  purpose  of  this  act  to  provide  a 
market  for  the  sale  of  agricultural  products,  and  to  eliminate,  as  f^r  as  pos- 
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sible  the  commissions  and  charges  that  are  exacted  upon  agricultural  products 
from  the  time  such  products  leave  the  producer  until  the  same  reach  the  con- 
sumer, and  to  thereby  increase  the  price  which  the  producer  receives  and 
decrease  the  price  which  the  consumer  pays. 

Now,  they  are  to  participate  in  this  scrip,  and  then  here  is  the 
wonderful  thought  that  the  farmers,  broke  as  they  are,  are  to  take 
all  the  losses  in  this  proposition. 

Now,  let  me  go  back  a  little  bit.  ^Y\len  we  had  Government  con- 
trol of  the  railroads  during  the  war,  were  the  railroad  magnates, 
the  millionaire  stockholders  of  railroads,  to  have  an  equalization 
fee,  and  was  any  loss  to  be  assessed  back  upon  them  ?  Not  on  your 
life.  By  strictly  nonpartisan  vote  they  were  given  the  pre-war 
rental  which  was  declared  by  Senator  Cummins  to  be  no  less  than 
scandalous. 

We  are  not  asking  any  special  privilege  for  the  farmers,  but  I 
want  to  point  out  this  fact,  that  the  farmers  are  in  desperate 
straits.  I  don't  know  whether  there  is  going  to  be  anv  loss  incurred 
in  marketing  farm  products  or  not,  but  let  us  see  what  would 
happen.  The  other  day  Mr.  Brand,  in  advocating  this  bill,  sug- 
gested that  '•  suppose  we  take  our  Vvheat  crop  at  750,000,000  bushels 
a  year  and  put  the  domestic  consumption  at  about  600,000,000 
bushels."  Of  course,  we  have  been  verv  much  higher  than  that. 
We  liave  been  way  over  700,000,000,  or  approximately  700,000,000, 
but  he  said,  "  If  we  consume  600,000,000  bushels,  and  at  a  price,  we 
will  say,  for  illustration,  of  $1.50,  then  you  sell  150,000,000  bushels 
abroad,  and  you  do  not  get  $1.50  per  bushel  over  there,  of  course, 
because  you  ha\e  to  meet  tiie  world  market— and  in  all  probability 
Russia  will  be  a  producer  of  millions  of  bushels  of  wheat  for  export 
within  the  next  year  or  two,  then  you  have  got  to  meet  that  propo- 
sition ;  but  Mr.  Brand  said :  "  If  you  throw  that  150,000,000  busliels 
in  the  ocean,  the  farmer  would  be  better  off." 

Mr.  Chairman,  I  beg  leave  to  submit  the  farmer  would  not  be 
better  off,  because  the  farmer  has  had  to  undergo  the  cost  of  produc- 
ing that  150,000,000  bushels  for  export  as  well  as  the  600,000,000 
bushels  for  domestic  consumption.  He  said  it  would  not  amount 
to  a  great  deal,  but  it  would  amount  to  a  great  deal.  If  that  150,- 
000,000  bushels  is  worth  $1.50  in  the  domestic  market,  it  is  worth 
$225,000,000;  150,000,000  bushels  at  $1.50  per  bushel,  as  I  figure  it, 
and  the  farmers  are  out  that  amount. 

Could  the  Government  stand  such  a  loss  if  it  became  necessary? 
LfCt  me  give  you  a  few  little  figures  from  the  latest  Government 
report  on  statistics  of  income,  first  with  reference  to  the  11,609 
persons,  each  of  whom  had  a  net  income  of  $50,000  or  over  in  1921. 
They  had  an  average  income  of  $94,429  apiece.  They  paid  about 
$29,000  apiece  in  normal  and  surtaxes  and  had  left,  after  paving  the 
normal  and  surtaxes,  about  $65,000  apiece.  Instead  of  taking  Presi- 
dent Coolidge's  idea,  pardon  me  for  referring  to  him  again,  that  the 
taxes  of  these  rich  persons  should  be  cut  in  half,  so  that  these  men 
witli  these  enormous  incomes  should  have  to  pav  onlv  about  $15,000 
apiece  and  leave  them  $80,000  apiece,  we  say.  let  us  tax  these  people 
more  if  it  is  necessary.     I  don't  say  that  it* is  going  to  be  necessary. 
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Let  me  give  you  the  incomes  of  corporations,  if  you  please.  I  am 
taking  this  from  the  Government  statistics,  now,  in  order  to  point 
out  where  we  could  get  some  money. 

In  1921  the  net  income  of  corporations  was  $4,336,047,000  in  round 
figures,  and  they  paid  in  taxes  all  of  $701,000,000,  leaving  them  about 
$3,635,000,000.  They  paid  16.41  per  cent  in  taxes,  of  their  profits 
and  that  is  all.  If  it  be  necessary,  Mr.  Chairman,  to  get  the  farmer 
out  of  the  desperate  straits  in  which  he  is,  that  the  Government 
should  hold  the  sack,  if  you  please,  to  put  it  that  w^ay,  we  are  for  it. 
"But,"  they  say,  "the  manufacturers  dump  their  products  across 
the  ocean."  Manufacturers  do  not  have  any  fourth  dimension  differ- 
ential calculus  mathematics  in  figuring  out  the  ratio  between  the 
cost  month  by  month  and  the  general  commodities  level.  They  have 
price-fixing  associations  and  an  operative  tariff  which  enabled  them 
to  make  a  profit  in  1921,  according  to  this  report  of  statistics  on 
income  of  the  Internal  Revenue  Bureau  of  four  and  a  third  billions 
of  dollars,  while  the  farmei*s,  as  I  demonstrated  the  other  day,  ran 
behind  over  five  billion  dollars  in  1923. 

No  one  who  has  not  been  among  the  farming  districts  realizes 
the  difficulties  of  this  situation.  You  have  all  of  you  been  out  on 
the  farms.  Why,  when  the  farmers  ask  for  even  half  a  loaf,  hand 
them  a  stone,  and  that  is  what  this  proposal  is  ?  To  the  farmer  this 
corporation  says,  "  Heads  we  win,  tails  you  lose."  The  farmers  take 
all  the  losses. 

It  there  is  to  be  a  loss,  and  we  have  got  to  meet  the  possibility — 
I  don't  say  we  ought  to  keep  the  present  acreage  of  wheat  or  cotton. 
That  is  a  matter  to  be  determined  separately.  It  is  aside  from  this 
proposition.  We  don't  want  to  increase  the  acreage  of  wheat  beyond 
a  reasonable  production,  but  I  am  going  to  point  out  again  that  this 
bill  of  the  Secretary  of  Agriculture  proposes  to'  leave  the  profiteers 
in  charge  of  the  handling  and  manufacturing  of  farm  products, 
even  when  an  emergency  is  declared.  Your  bill  makes  possible,  not 
mandatory,  but  possible  upon  this  Government  marketing  corpo- 
ration to  control  or  give  publicity  as  to  the  speculation  in  farm 
products  and  to  reduce  profits  made  by  handlers  of  farm  products 
so  as  to  increase  the  consumption  thereof.  Yours  has  much  broader 
scope  than  the  proposal  of  Secretary  Wallace. 

Those  are  the  chief  points  which  I  want  to  make.  It  seems  to  me 
that  it  would  be  too  bad  for  the  Congress,  after  all  these  years,  to 
simply  say,  "  Now,  all  we  can  do  for  you,  Mr.  Farmer,  is  to  ascertain 
about  how  much  your  loss  is  going  to  be."  It  reminds  me  of  what 
my  grandmother  once  told  me,  that  "  if  a  man  is  a  Christian  any 
victuals  is  good  enough  for  him.  If  he  is  not  a  Christian,  any 
victuals  is  too  good  for  him."  You  are  saying  to  the  farmer,  if  yoii 
are  a  real  farmer  a  loss  is  good  enough  for  you;  if  you  are  not  a 
real  farmer,  hard  working,  a  loss  is  too  good  for  you;  you  don't 
even  deserve  to  have  a  loss. 

Now,  there  have  been  those  who  accuse  us  of  playing  politics.  I 
don't  understand  politics  at  all,  but  it  does  seem  to  me  that  we  have 
a  right  to  appeal  in  a  nonpartisan  way  for  this  proposal  of  yours. 
I  heard  there  w^ere  some  southern  Democrats  who  opposed  your  bill. 
I  went  into  those  States  and  explained  and  talked  for  it,  and  the 
farmers  are  very  much  for  it,  and  the  laboring  forces  are  for  it.  I 
am  aware  it  is  not  going  to  be  a  partisan  measure.    Some  Republi- 
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cans  oppose  it.  We  are  in  an  emergency,  and  w^e  can  not  get  the 
farmers  out  of  their  emergency  if  we  permit  the  speculators  to  re- 
main in  control  of  the  handling  of  farm  products,  as  Secretary  Wal- 
lace has  planned. 

I  want  to  say  just  a  word  about  the  Norbeck  bill,  as  it  has  been 
suggested  as  a  substitute  for  both  of  those  bills. 

1  wrote  to  the  Federal  Farm  Loan  Board  to  ascertain  to  what 
extent  that  bill,  or  a  bill  along  the  line  of  the  Burtness-Norbeck  bill, 
would  relieve  the  farmers 

Senator  Kalston.  Is  that  the  $50,000,000  bill  ? 

Mr.  Marsh.  Yes;  $20,000,000  a  year  to  be  appropriated.  But  we 
don't  want  it  as  a  substitute  for  this  marketing  bill.  Here  is  a  com- 
munication that  seems  to  me  to  be  important.  It  is  signed  by  Mr. 
M.  L.  Corey,  member  of  the  Farm  Loan  Board,  and  reads  as  follows : 

(Governor  Cooper  lias  referred  lo  me  yours  of  the  12th  instant,  inquiring 
wljeiher  the  Federal  intermediate  credit  banks  may  make  loans  to  those  going 
into  the  dairy  business. 

Replying  to  same,  will  say  that,  under  the  terms  of  the  agricultural  credits 
act  of  1923  we  have  authority  to  make  loans  for  not  less  than  six  months  nor 
moie  than  three  years,  the  clear  intent  being  to  supplement  the  loans  which 
naturally  fall  within  the  functions  of  the  commercial  banks  with  a  system 
which  can  take  care  of  the  longer  term  farm  paper.  Dairy  loans  are  essen- 
tially longer  term  loans,  or.  if  the  loan  is  liquidated  from  tiie  proceeds  of  the 
dairy  herd,  it  will  require  an  average  of  two  years  to  discharge  the  indebted- 
ness from  such  proceeds. 

We  are  encouraging  the  intermediate  credit  banks  to  extend  every  service 
they  can  under  the  act  to  the  building  up  of  dairy  herds,  particularly  in  the 
one-cr(»p  sections  of  the  country.  A  broader  diversificatiim  of  agriculture  in 
this  c<»untry  is  necessary  to  give  tlie  farmer  an  assured,  though  perhaps  small, 
return  to  carry  him  over  the  years  of  short  crops  or  ruinous  prices. 

Senator  Ladd.  Under  the  rules  that  they  have  had  in  force,  where 
is  the  tenant  farmer  coming  in  ? 

Mr.  Marsh.  I  don't  think  they  meet  the  situation. 

Senator  Ladd.  Under  the  rules  that  they  have  in  force,  where  is 
the  man  coming  in  who,  if  his  stock  was  sold  again  after  he  pur- 
chased it,  would  not  cripple  his  business  ? 

Mr.  Marsh.  I  agree  with  you. 

Senator  Ladd.  Give  the  same  study  to  that  that  you  have  to  the 
bill,  and  I  think  you  will  come  here  with  a  different  viewpoint. 

Mr.  Marsh.  I  think  you  misunderstand  me,  Senator. 

Senator  Ladd.  I  wanted  to  bring  it  out. 

Mr.  Marsh.  I  am  glad  you  did.  I  was  going  ahead  to  say  now, 
if  tliey  were  able  to  meet  the  situation,  why  didn't  they  meet  it? 
They  didn't  meet  it. 

Senator  Ladd.  They  didn't  want  to  meet  it. 

The  Chairman.  I  think  it  is  fair  to  say  that  the  proponents  of 
the  Xorbeck  bill,  those  who  have  introduced  it  and  argued  for  it, 
admit  that  what  they  are  trying  to  reach  could  not  be  reached  by 
this  intermediate  farm-loan  proposition. 

Mr.  Marsh.  It  is  a  supplementary  measure. 

The  Chairman.  They  are  going  to  loan  money  to  a  man  to  buy  a 
cow,  let  us  say,  and  take  security  on  the  cow.  Now,  that  is  not  bank- 
able paper.  It  is  a  loan  that  a  man  loaning  money  would  not  want 
to  make,  because  he  assumes  this  risk :  but  they  feel  that  since  the 
farmers  have  everything  else  mortgaged  they  cannot  diversify,  be- 


338 


PURCHASE   AND  SALE   OF  FARM  PRODUCTS. 


cause  they  haveirt  anything  to  give  as  security,  and  the  Government 
ought  to  take  that  risk  and  make  that  kind  of  a  loan,  and  that  is 
what  this  bill  provides,  as  I  understand. 

Senator  Ladd.  Mr.  Chairman,  my  only  object  was  to  call  atten- 
tion to  the  fact  that  that  letter  is  not  written  in  harmony  with  the 
practice  of  the  same  people  who  wrote  it. 

Mr.  Marsh.  We  are  for  the  purpose  of  the  Norbeck-Burtness  bill 
as  a  supplementary  measure  to  the  Norris-Sinclair  Marketing  Cor- 
poration bill,  not  as  a  substitute  therefor. 

The  Chairman.  I  think,  Mr.  Mai-sh.  it  is  fair  to  say  that  no  one 
has  advocated  it  as  a  substitute  for  any  of  these  other  bills.  They 
admit  it  is  just  an  emergency  proposition,  and  it  does  not  take  care 
of  the  situation  except  in  a  very  small  degre-e. 

Senator  Ladd.  Just  in  an  emerffencv  localitv  ? 

Ihe  CHAUiMAN.    les. 

Senator  Ralston.  Mr.  Chairman,  in  this  connection,  may  I  in- 
quire if  it  is  my  understanding  that  if  either  the  Norris  bill  or  the 
McNary  bill  is  recommended  by  this  committee  the  other  one  should 
not  be  ? 

The  Chairman.  Well,  I  think  not  necessarily,  Senator.  Prob- 
ably that  would  be  the  practical  result.  I  don't  suppose  anybcnly 
would  claim  both  should  be  passed. 

Senator  Ralston.  That  is  what  I  mean.  That  is  the  way  it  strikes 
me.  with  the  limited  information  1  have. 

The  Chairman.  Yes;  I  think  you  are  right,  although,  of  course, 
technically  si)eaking.  Congress  could  pass  them  both,  but  I  don't 
think  anybody  would  claim  that  they  ought  to  pass  thom  both. 

Mr.  Marsh.  Mr.  Chairman,  would  it  be  presumptuous  to  suggest 
that  those  of  us  who  are  cooperating  on  your  bill  would,  of  course, 
be  delighted  to  see,  so  far  as  we  are  concerned,  any  measure  that 
would  strengthen  it,  make  it  stronger,  if  you  would  like  to  have  it. 
What  we  want  is  to  have  a  bill  to  meet  the  situation.  I  have  criti- 
cized the  provisions  of  the  other  bill  in  all  sincerity,  and  I  hope  this 
committee  will  report  favorably  the  Norris-Sinclair  bill. 

Senator  Ralston.  I  think  if*  a  hundredth  part  of  what  you  have 
said  about  the  McNary  bill  is  within  gunshot  of  being  the  truth 
there  would  not  be  much  wisdom  in  brin<rinsr  in  a  report  on  that 
bill.  ^ 

Mr.  Marsh.  T  think  I  ought  to  })e  shot  at  sunrise  if  T  could  not 
get  within  1  per  cent  of  the  truth. 

Senator  Johnson.  You  touched  upon  the  Xorbeck  bill.  I  want 
to  ask  you  if  you  have  studied  the  bill;  that  is,  the  administration 
part  of  it.  Do  you  like  to  have  employed  the  county  agents,  as  the 
Secretary  of  Agriculture  would  like  to  have  them,  to  loan  the  money 
to  the  farmers^ 

Mr.  Marsh.  No.  I  was  referring  to  the  principle  of  nuiking  the 
loans.    I  agree  with  you  that  many  of  the  county  agents 

Senator  Johnson  (interposing).  I  wnnt  to  ask  you  what  you 
think  about  that.  Is  it  good  to  employ  the  county  agents  through- 
out the  count rv  to  do  it  ^ 

Mr.  Marsh.  No.  I  think  it  would  be  better  if  we  could  utilize 
existing  agencies,  and  I  don't  believe  that  any  semiofficial  Govern- 
ment agency  which  is  so  directly  connected  with  a  Government  sub- 
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sidized  farm  organization  as  the  Farm  Bureau  Federation  should  be 
permitted  to  administer  the  measure.  But  I  was  referring  to  the 
matter  of  making  the  loans.  I  don't  want  to  criticize  them  too  much, 
because  perhaps  I  have  done  my  share  of  criticizing  this  morning, 
but  the  point  you  raise  I  agree  with. 

Senator  Johnson.  Now,  I  have  another  question.  Do  vou  think 
that  the  town  boards  would  be  able  to  do  it  ? 

Mr.  Marsh.  I  did  not  quite  get  that  question. 

Senator  Johnson.  That  the  Secretary  of  Agriculture  would  have 
to  have  some  assistance  in  the  country. 

Mr.  Marsh.  I  am  sorry.    I  did  not  catch  that  question. 

Senator  Johnson.  The  town  boards,  or  supervisors.  You  know 
who  I  mean? 

Mr.  Marsh.  Yes.    In  the  town  and  county  ? 

Senator  Johnson.  Yes;  or  the  county  boards? 

Mr.  Marsh.  I  could  not  make  any  very  valuable  suggestion  on  that, 
because  you  people  who  know  more  intimately  the  local  method  of 
administration  would  know  how  it  could  best  be  administered.  I 
think  you  can  establish  the  principle  of  cooperative  responsibilitv  on 
the  part  of  the  farmers  who  are  getting  the  loans  that  would  be  very 
helpful.  Of  course,  they  have  done  that  marvelouslv  in  Denmark, 
Holland,  and  Belgium,  where  they  have  these  little  credit  unions  and 
practice  their  own  idea  that  the  character  of  the  farmers  is  the  impor- 
tant thing,  and  operate  through  them  as  much  as  possible. 

I  forgot  to  read  one  thing  showing  where  we  could  get  the  money, 
and  niay  I  take  one  minute  to  read  the  returns  on  the  great  fortunes  ? 
It  IS  interesting. 

In  1922  there  were  12,203  returns  made  for  resident  decedents  in 
the  United  States.  Their  total  gross  estate  amounted  in  round  fig- 
ures to  $2,900,000,000,  their  deductions  to  $1,312,000,000,  their  net 
estate  to  $1,620,000,000,  and  out  of  that  $1,621,000,000,  nearlv,  thev 
paid  less  than  $116,000,000  in  estate  taxes,  or  an  average  of  only  7  15 
per  cent,  and  we  could  raise  six  or  seven  hundred  million  dollars  there 
If  It  was  necessary,  at  least  that  much— $500,000,000  or  $600,000,000 
there,  and,  mind  you,  many  of  those  folks  gave  a wav  their  monev  or 

i^Z  ^^^  ?^  ^^^''*  ^^^^^^  ^^^^^^  ^^^y  ^^^^^  to  escape  the  estate  *tax. 
So,  Mr.  Chairman  and  members  of  the  committee,  we  are  not  asking 
for  a  bonus  for  the  farmers.  We  are  asking  for  a  measure  which  will 
save  them  from  disaster  which  will  be  infinitely  worse,  in  my  iudff- 
ment,  for  the  Nation  as  a  whole  than  for  the  farmers  themselves,  and 
1^1  complete  disaster  for  them,  and  we  urge  that  you  will  report 
out  the  Norris  Government  marketing  corporation  bill  strengthened 

^^  rjf  /^^*^\^^^ii^*u  ^"^  ^^y^  '^  possible,  by  providing  that  the  cost 
of  production  should  be  ascertained  not  solely  by  the  Department  of 
Agriculture,  but  by^Government  agency,  plus  the  real  producers  of 
that  crop,  and  that  the  Government  is  to  meet  at  least  temporarily  anv 
loss;  and  I  want  to  thank  the  committee  very  sincerely  for  tlieiV 
courtesy  in  hearing  me.  -^ 

Senator  Owen  would  like  to  appear  on  this  bill  whenever  it  is  con- 
venient for  the  committee.    He  could  not  get  here  this  morning. 

Senator  Smith.  You  mean  the  present  United  States  Senator? 

Mr.  Marsh.  Yes,  sir.    He  favors  the  Norris-Sinclair  bill 

Senator  Smith.  Has  he  not  introduced  a  bill  in  the  Senate  on  this 
marketing  proposition  ? 
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Mr.  Marsh.  He  has  in  the  past,  and  he  has  now,  yes,  I  believe; 
but  he  told  us  he  wanted  to  appear  with  reference  to  this  measure. 
He  has  no  pride  of  authoi*ship.     Well,  I  don't  want  to  speak  for  him. 

The  Chairman.  Well,  Senator  Owen  will  appear.  There  will  be 
no  hinderance  put  in  anybody's  way  to  appear. 

Mr.  Marsh.  May  I  say  this^  I  want  ri^ht  now  to  state  that  the 
gentlemen  from  the  Northwestern  States  who  have  come  here  on  this 
McNary-Haugen  bill  I  know,  many  of  them,  personally.  They  are 
absolutely  sincere.  They  seem  a  little  more  perturbed  over  the  hard- 
heartedness  of  Congressment  and  Senators  down  here,  and  thought 
they  could  not  get  through  anything  fundamental,  and,  of  course,  we 
do  not  take  that  view  of  it.  They  want  to  get  through  the  most 
effective  thing  for  the  farmers,  and  so  do  we.  But  let  me  remind 
you  what  the  five  or  six  million  voters  or  more  said  at  the  conference 
for  progressive  political  action.  They  don't  ask  you  to  do  this.  Tliey 
said,  "  On  behalf  of  the  farmers  and  consumer,  we  demand  the 
Norris-Sinclair  (xovernment  marketing  corporation,"  and  they  are 
organized  to  make  this  demand  effective. 

I  thank  vou. 

The  Chairman.  Who  is  next?    Is  there  any  other  witness? 

Mr.  Jewett.  Mr.  Chairman,  if  you  have  no  other  witness,  I  would 
like  to  offer  a  few  documents. 

The  Chairman.  All  right ;  take  the  witness  stand. 

FURTHER  STATEMENT  OF  MR.  GEORGE  C.  JEWETT,  GENERAL 
MANAGER  AMERICAN  WHEAT  GROWERS  ASSOCIATED,  SPO- 
XANE,  WASH. 

Mr.  Jewett.  Mr.  Chairman  and  members  of  the  committee,  I  want 
to  say,  speaking  in  behalf  of  the  150,000  to  200,000  farmers  in  the 
Northwestern  States  who  are  now  actively  at  work  in  behalf  of  legis- 
lation providing  for  an  export  corporation,  a  corporation  along  the 
lines  of  Senator  McNary's  bill,  that  I  am  sure  they  welcome  con- 
structive criticism,  and  if  there  are  any  points  that  may  be  brought 
out  in  the  process  of  criticism  that  will  strengthen  the  bill,  make  it 
more  effective,  I  hope  the  committee,  if  they  beliete  in  it,  will  so 
strengthen  the  bill,  and  thereby  apply  them  to  the  bill  which  they 
may  report  out.  Our  farmers  want  legislation.  I  think  I  can  say 
frankly  we  are  not  concerned  in  record  votes.  We  want  a  bill  that 
will  bring  relief,  and  in  proposing  it — and  I  think  this  applies  to 
the  committee — we  want  it  to  be  such  that  it  is  hopeful  of  enactment 
into  legislation,  as  that  is  the  only  way  results  in  a  substantial  man- 
ner can  be  secured. 

Our  farmers  feel  that  in  this  bill  they  have  a  measure  that  will 
bring  the  desired  relief  and  at  the  same  time  a  measure  which  can  be 
enacted  into  law. 

I  am  not  going  to  attempt  to  take  up  the  points  of  criticism.  I 
feel  the  members  of  this  committee  are  sufficiently  able  to  ascertain 
what  percentage  of  the  criticisms  are  pertinent  and  germane  to  the 
bill  and  may  be  applied  as  a  real,  substantial  criticism. 

The  documents  I  have,  Mr.  Chairman,  are  first  a  resolution  by  the 
Tri-State  Grain  Grower's  Convention,  of  Fargo,  N.  Dak.,  indorsing 
the  bill  before  the  committee ;  a  statement  by  the  Governor  of  Oregon 
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setting  forth  his  views  in  favor  of  the  bill,  a  petition  signed  by  a 
number  of  farmers  of  Valley  County,  Mont. — 

Senator  Ralston.  Let  me  ask  you  about  that.  Did  the  governor 
study  this  bill,  to  your  knowledge  ? 

Mr.  Jewett.  I  think  the  governor  has  full  knowledge  of  the  bill, 
yes,  sir.     The  bill  was  sent  out  there. 

Senator  Ralston.  Was  it  general  knowledge,  like  you  get  from 
newspapers,  like  I  would  get  from  fellows  who  write  us  in  support 
of  propaganda,  or  has  the  governor  compared  this  bill  with  others; 
has  he  studied  it  ? 

Mr.  Jewett.  I  will  say.  Senator,  that  a  rough  draft  of  this  bill 
was  sent  to  Oregon,  and  it  is  my  understanding  that  the  governor 
had  it  in  his  possession  and  has  gone  over  the  various  features  of  the 
bill. 

Senator  Gooding.  I  think  it  might  be  said  that  in  all  these  wheat 
growing  States,  like  Oregon,  there  has  been  a  good  deal  of  considera- 
tion given  to  legislation  of  some  character,  Senator,  to  afford  some 
relief  to  the  farmers.  I  know  the  Governor  of  Oregon  has  given  it 
very  careful  consideration. 

Mr.  Jewett.  I  might  add.  Senator,  that  this  matter  has  been  one, 
as  the  Senator  has  said,  that  has  received  the  consideration  of  our 
farmers  for  from  two  to  three  years.  They  are  not  indorsing  or 
proposing  measures  without  a  study  of  the  fundamentals,  you  under- 
stand, and  the  situations  that  prevail. 

Senator  Ralston.  Your  opinion  is  that  this  McNary  bill  will  serve 
the  f  armei-s  to  a  better  purpose  than  the  Norris  bill  ? 

Mr.  Jewett.  I  had  hoped.  Senator,  that  I  might  not  be  obliged 
to  attempt  to  draw  lines  between  the  two  bills. 

Senator  Ralston.  I  don't  see  why  any  of  us  should  be  embarrassed 
about  that,  if  we  have  the  right  motive.  We  are  just  tryi^ig  to  get  at 
the  high  point  here. 

The  Chairman.  No,  Mr.  Jewett.  I  hope  you  will  not  reserve  any 
criticism  of  the  Norris  bill,  at  least,  on  my  account.  I  want  it  criti- 
cized. I  would  like  to  have  it  criticized  constructively,  as  I  think 
you  would,  if  you  criticized  it  at  all,  and  I  would  like^  to  know.  I 
would  like  to  have  you  answer  the  question  of  the  Senator  from 
Indiana,  if  you  can. 

Mr.  Jewett.  We  feel,  gentlemen,  that  the  Norris-Sinclair  bill  does 
not  adequately  take  care  of  the  segregation  of  the  surplus  from  the 
domestic.  It  seems  to  rest  on  an  understanding  that  the  purchase  of 
a  commodity  will  be  on  a  basis  that  will  permit  sale  in  the  markets 
of  the  world  in  such  a  manner  that  a  loss  will  not  necessarily  be  sus- 
tained. I  see  nothing  in  the  bill  that  seems  to  indicate  that  there  is 
to  be  a  loss  sustained  in  its  operation,  in  the  purchase  of  the  com- 
modity at  a  price  higher  than  the  world  price,  as  is  necessary  to  es- 
tablish the  purchasing  power  of  the  farmers'  commodity  and  selling 
it  in  the  world  market  in  a  competititve  manner.  I  see  nothing  in 
the  bill  providing  for  taking  care  of  that  loss  excepting  as  it  might 
be  taken  care  of  from  Government  funds.  Our  farmers  are  not  ask- 
ing for  a  subsidy  from  Government  funds. 

Another  point 

The  Chairman.  Before  you  take  up  the  other  point,  let  me  ask 
you  about  that  one,  Mr.  Jewett. 
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It  seems  to  me  in  this  criticism  you  have  just  made  you  forget 
what  I  think  is  one  of  the  fundamental  things  running  through  that 
bill,  that  it  is  going  to  try  to  eliminate,  by  setting  up  this  huge 
governmental  corporation,  the  profits  of  middle  men,  on  all  kinds 
of  agricultural  products,  from  the  time  they  leave  the  producer 
to  the  time  they  reach  the  consumer.  Now,  just  in  a  broad  way, 
when  you  see  what  the  consumer  pays  and  what  the  producer  gets, 
we  all  admit  that  there  is  a  big  amount  added  to  what  the  producer 
gets  before  it  gets  to  the  consumer.  It  seems  to  me  in  making  your 
criticism  you  have  not  given  consideration  to  what  would  happen 
if  we  could  eliminate  these  middlemen  and  their  profits  that  are 
necessarily  added  to  the  product  all  the  way  through,  that  is,  in  every 
respect  except  one,  freight  charges,  in  the  domestic  market.  The  bill 
does  not  attempt  to  control  the  railroad  situation,  but  it  does  attempt 
to  control  the  freight  charges  on  the  ocean. 

Mr.  Jewett.  In  the  matter  of  wheat  we  have  given  very  careful 
consideration  to  what  might  be  done  in  the  way  of  eliminating  so- 
called  middlemen's  charges.  We  are  going  directly  to  the  foreign 
millers.  Where  cooperative  marketing  exists  they  go  from  the 
farmer  direct  to  the  miller,  and  we  go  direct  to  the  foreign  miller. 
We  are  unable  to  find  that  there  is  a  further  substantial  amount 
that  may  be  saved  in  merely  the  elimination  of  the  so-called  middle- 
men's charges.  It  seems,  speaking  of  wheat,  for  example,  that  there 
IS  a  difference  of  from  30  to  40  cents  a  bushel  between  the  available 
market  and  what  the  farmers  should  receive  for  the  commodity  to 
place  him  on  a  fair  exchange  value  basis.  I  don't  believe  any  ma- 
chinery can  be  devised  that  will  absorb  that  loss  excepting  through 
a  direct  payment  from  a  fund  created  in  some  way,  either  from  gov- 
ernment funds,  or,  as  the  McNary  bill  provides,  from  an  equalizing 
fund  to  be  paid  by  all  of  the  commodity. 

Senator  Ealston.  What  limitations  are  those? 

Mr.  Jewett.  The  fund  is  assessed,  as  I  stated  the  other  day,  on  a 
basis  of  a  probable  estimate  of  loss  that  will  be  sustained. 

Senator  Ralston.  Who  makes  that  estimate? 

Mr.  Jewett.  The  commission  which  is  set  up  under  the  bill. 

Senator  Ralston.  They  take  into  consideration  what  facts  in 
making  that  estimate? 

Mr.  Jew^ett.  They  take  into  consideration  the  productive  factors, 
the  probable  pre-war  ratio  price,  which  can  be  fairly  closely  ascer- 
tamed,  and  the  probable  world  price  whicli  likewise  can  be  fairly 
closely  ascertained. 

Senator  Ralston.  And  then  they  take  into  consideration  the  factor 
of  current  expense;  for  instance,  of  the  facilities  necessary  to  take 
care  of  this? 

Mr.  Jewett.  Yes;  the  expense  would  come  out  of  that.  We 
figure  It  Avould  be  a  fraction  of  1  cent  a  bushel  on  wheat.  It 
would  be  a  very  inconsiderable  sum  on  account  of  the  volume  that 
would  be  handled. 

Senator  Ralston.  To  what  extent  are  you  contemplating  employ- 
mg  personnel  to  make  up  the  necessary  working  machine?  Thev 
will  all  have  to  be  paid?  . 

Mr.  Jewett.  The  McNary  bill  only  proposes  to  handle  the  surplus, 
or  such  additional  amount  as  is  necessary  to  sustain  the  price  at  the 
pre-war  ratio  basis.    That  does  not  necessarily  mean  an  expensive 
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machine  to  be  built  up.  They  would  probably  have  to  be  em- 
ployees  

Senator  Ralston,  (interposing).  It  does  not  necessarily  mean 
that,  but  these  men  who  make  up  the  items  of  expense  consider  the 
factors  of  expense,  and  there  is  no  limitation  on  their  judgment, 
is  there  ?     Is  there  any  limitation  on  fixing  salaries  ? 

Mr.  Jewett.  The  salaries  of  the  directors  are  fixed  in  the  bill, 
Senator.  The  salaries  of  the  employees  are  fixed  by  the  directors  of 
the  corporation  just  the  same  as  they  are  in  any  of  these  bills  which 
you  have  here  for  consideration,  just  the  same  as  any  big  business 
would  fix  its  employees'  salaries. 

Senator  Ralston.  The  president  would  be  regarded  as  an  em- 
ployee ? 

Mr.  Jeweit.  No.  The  commission  and  directors  of  the  corporation 
Avoukl  handle  the  employees.  Tlie  corporation  is  a  business  corpo- 
ration. 

Senator  McKinley.  Is  it  not  true  that  the  corporation  would  prob- 
ably select  its  employees  in  about  the  same  manner  as  other  corpora- 
tions select  employees,  and  would  pay  them  on  about  the  same  basis  ? 

Mr.  Jewett.  Some  of  the  employees  would  have  to  come  from  ex- 
perienced channels,  and  the  ratio  of  salaries  of  employees  is  pretty 
well  set  in  the  various  business  activities  of  the  country.  '  For  instance, 
you  hire  a  stenographer  experienced  in  grain— -and  1  can  speak  with 
knowledge  of  this,  because  I  have  about  seventy-five  that  I  have 
hired— you  would  pay  from  $85  to  $120  a  month,  depending  on  their 
experience.  Other  employees  would  go  along  in  the  same  wav.  We 
have  in  our  organization  about  125  employees.  We  hire  'just  as 
cheaply  as  we  can  to  procure  men  of  the  proper  caliber.  It  is  fair  to 
assume  that  this  corporation  would  do  things  in  a  businesslike  manner. 

Senator  Ralston.  It  is  fair  to  assume  that  you  are  right,  but  now 
the  point  I  am  getting  at  is  this.  You  take  a*^  president.  If  lie  gets 
$100,000  a  year,  he  is  likely  to  employ  a  stenographer  for  S85  if  he 
can  get  her,  but  that  is  not  the  big  item.  The  big  item  is  made  up  of 
the  salaries  of  the  big  men,  the  head  fellows.  Now,  what  I  want  to 
know  is  what  limitation  is  placed  upon  that  in  this  bill. 

Mr.  Jewett.  The  salaries  of  the  directors,  who  might  be  considered 
the  head  men  of  the  corporation,  are  placed  at  $10,000  a  year,  and  that 
is  based  on  what  other  boards  are  receiving* 

Senator  Ralston.  That  does  not  get  to  my  question  yet.  The 
directors  are  not  the  president.  The  directors  onlv  make  up  a  part 
of  the  personnel.  Suppose  they  select  some  big  inan.  What  is  to 
prevent  them  from  paying  him  $50,000? 

Mr.  Jewett.  It  is  a  question  of  their  good  judgment.  Senator. 

Senator  Ralston.  That  is  what  I  wanted  to  know. 

The  Chairman.  Now,  Mr.  Jewett,  I  interrupted  you  when  vou 
were  going  on  to  another  point. 

Mr.  Jewett.  One  other  point  in  the  Norris-Sinclair  bill,  and  I 
think  the  witness  brought  it  out,  and  I  am  not  going  to  attempt  to 
dodge  it— the  Norris-Sinclair  bill  proposes  to  supplant  the  whole 
marketmg  structure  of  the  land.  I  don't  believe  it  is  possible 
gentlemen,  to  enact  that  legislation,  therefore,  as  I  said  before,  it  is 
legislation  we  want,  and  we  want  the  most  we  can  get  and  the  best 
we  can  get,  but  we  don't  want  it  merely  for  record  vote  purposes. 
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The  Chairman.  You  are  not  offerin|r  that  as  a  criticism  of  the 
bill?  That  is  one  of  the  features  that,  in  your  mind,  would  make 
it  impossible  to  get  the  bill  enacted  into  law? 

Mr.  Jew^ett.  Yes,  sir. 

The  Chairman.  In  other  words,  you  think  the  Members  of  the 
House  and  Senate  would  not  stand  for  that  big  a  step? 

Mr.  Jewett.  I  don't  believe  they  would. 

The  Chairman.  Of  course,  there  is  great  danger  of  that,  I  think 
myself. 

Mr.  Jewett.  I  miglit  make  just  one  other  point.  There  are  some 
strong  cooperative  institutions  among  the  farmers  who  are  handling 
their  operations  on  a  domestic  basis,  who  would  like  this  bill  ex- 
cept that  it  might  supplant  their  work.  That,  however,  would  not 
be  the  American  Wheat  Growers  Associated.  The  American  Wheat 
Growers  Associated  has  no  selfishness  in  its  purpose. 

The  Chairman.  I  think  you  are  wrong  about  that,  Mr.  Jewett. 
Fundamentally  running  through  it  all  is  the  idea  of  cooperative 
organization  not  only  of  producers  but  of  consumers  as  well.  I 
think  that  would  be  the  result.  In  fact,  that  is  one  of  the  things 
I  had  in  the  back  of  my  head,  the  idea  that  after  we  enacted  it  into 
law  and  operated  for  10  or  12  years,  let  ns  say,  it  would  be  possible 
then  to  amend  it  and  turn  it  over  to  these  cooperative  organizations 
entirely. 

Mr.  Jewett.  Of  course,  that  is  one  thought  we  have  in  setting  up 
our  bill  on  the  emergency  basis,  being  hopeful  that  the  farmers  can 
so  organize  that  they  can  take  care  of  themselves  at  the  end  of  that 
time.  I  may  be  wrong  in  my  point  of  view.  Senator,  but  I  am  ex- 
pressing views  that  I  have  heard  some  cooperatives  express.  They 
figure  that  possibly  under  the  Norris-Sinclair  bill  the  whole  market- 
ing machinery  is  going  to  be  taken  over,  including  the  work  they  are 
doing.  The  position  of  our  people  is  that  if  there  is  anyone  else 
who  can  do  the  work  better,  the  Government  or  otherwise,  that  is 
what  we  want.    It  is  the  job  we  want  done. 

The  Chairman.  This  corporation  would  start  out,  to  begin  with, 
to  encourage  cooperation,  because  they  could  not  go  out  individually 
and  buy  here  and  buy  there,  but  they  could  buy  from  your  organiza- 
tion, for  instance,  all  you  had,  or  act  as  your  agent  in  handling  it. 
I  may,  of  course,  be  wrong  about  that,  but  there  was  certainly 
no  idea  of  discouraging  cooperation. 

Mr.  Jewett.  I  am  in  accord  with  your  thought.  Senator,  on  that 
point. 

I  have  offered  this  petition  from  the  farmers  of  Valley  County, 
Mont.,  and  here  is  a  resolution  by  the  Minnesota  Farm  Bureau,  and 
here  is  an  editorial  of  the  Fargo  Daily  Tribune.  Is  that  proper 
material  ? 

The  Chairman.  Yes.     Put  that  in  if  you  want  to. 
Mr.  Jewett.  I  thank  you  very  much. 

Senator  Johnson.  You  mentioned  a  few  minutes  ago  that  250,000 
farmere  are  behind  this  bill.  Of  course,  I  know  that  many  farmers 
will  be  l)ehind  this  bill  and  will  be  for  it.  There  is  no  question 
about  that.  But  you  realize  that  that  is  a  pretty  broad  statement 
to  make  at  this  time,  because  I  myself  did  not  know  a  thing  about 
the  bill  until  just  a  few  days  ago,  when  Mr.  Murphy,  of  my  own 
State,  called  my  attention  to  the  bill.     The  Norris-Sinclair  bill, 
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you  understand,  has  been  up  before  the  people  for  some  time,  and 
I  have  discussed  it  and  thousands  of  others  have  discussed  it.  I 
just  want  to  call  your  attention  to  this,  you  understand.  I  am 
here  to  fairly  consider  your  bill,  just  the  same  as  the  other,  but  the 
reason  I  ask  the  question  is  to  get  at  the  facts,  you  understand. 

Mr.  Jewett.  I  am  glad  the  Senator  raises  the  point,  and  I  will 
explain  the  basis  on  which  I  make  my  statement  . 

We  have  in  our  organization  about  65,000  farmers.  There  has 
been  formed  in  the  last  four  months  export  commission  leagues 
in  the  States  of  Oregon,  Washington,  Idaho,  Montana,  and  I  believe, 
although  I  am  not  positive,  that  there  is  a  league  set  up  in  Colorado 
and  in  Kansas.  Those  export  commission  leagues  have  locals. 
They  have  in  each  State  anywhere  from  200  to  300  locals,  and  an 
estimate  of  the  membership  of  these  leagues  is  the  basis  on  which  I 
set  up  those  figures.     I  don't  believe  I  am  exaggerating.  Senator. 

Senator  Johnson.  Yes;  but  I  want  to  also  inform  you  that  vou 
can  not  get  to  the  farmer  at  large  as  quick  as  that.  I  know  the 
farmers,  I  am  one  myself.  You  can  not  get  to  it.  You  get  some 
head  man  to  say  they  are  for  it,  but  they  have  not  had  a  chance  to 
get  to  the  farmers,  and  after  they  do  get  there  I  know  the  farmer 
does  not  jump  right  away,  because  he  is  so  suspicious  about  every- 
thing now. 

Mr.  Jewett.  Any  number  of  meetings  have  been  held.  Senator, 
just  to  give  you  the  information.  They  call  a  mass  meeting  in  a 
town  and  a  man  is  asked  to  explain  the  details  of  the  bill,  and  then 
it  is  left  up  to  that  mass  meeting  for  indorsement.  Now,  I  am 
told — I  can  only  go  on  the  information  which  has  been  given  to  me — 
that  in  almost  every  instance  the  indorsement  has  been  100  per  cent. 
I  want  to  say  in  fairness  that  that  does  not  necessarily  mean  that 
they  are  opposing  the  Norris-Sinclair  bill,  because  the  Norris- 
Sinclair  bill  probably  had  not  been  discussed  in  the  meetings.  I 
want  to  be  fair  in  that  matter. 

The  bill  that  has  been  discussed  is  the  McNarv^  bill.     In  many  of 

«  « 

the  meetings  they  did  know  of  the  Norris-Sinclair  bill,  and  they 
felt  that  it  did  not  reach  the  points  which  I  have  referred  to  in 
respect  to  segregating  the  domestic  from  the  surplus. 

Senator  Gooding.  Is  it  not  a  fact,  Mr.  Jewett,  that  sentiment  has 
crystalized  very  rapidly  for  the  McNary  bill  from  the  fact  that  it 
is  felt  there  is  a  better  opportunity  to  pass  that  than  any  other 
measure  that  is  before  the  committee  at  this  time? 

Mr.  Jewett.  Yes,  Senator ;  I  think  that  is  true. 

Senator  Gooding.  I  know  from  my  State  it  was  stated  by  witnesses, 
the  grain  growers  in  my  State,  that  there  was  opposition  to  it, 
evidently  in  the  administration  and  from  the  War  Finance,  men 
who  were  sent  out  over  the  country  by  the  War  Finance,  and  the 
people  want  relief,  as  you  say.  They  may  be  in  favor  of  my  bill, 
and  if  left  to  a  vote  they  might  select  it,  or  the  Norris-Sinclair  bill, 
but  they  do  fear  that  there  is  not  a  chance  to  pass  either  one  of 
those  bills,  but  there  is  a  possibility  of  passing  this.  Is  not  that 
responsible  for  the  development  of  sentiment  in  favor  of  this 
measure,  don't  you  think? 

Mr.  Jewett.  Yes;  there  is  a  lot  of  that  sentiment,  Senator;  the 
farmer  is  so  anxious  to  select  something  that  will  bring  results  and 
be  enacted  into  legislation. 
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The  Chairman.  Now,  Mr.  Jewett,  I  agree  with  3'ou  and  Senator 
Gooding,  that  that  probably  accounts  for  the  rapidity  with  which 
the  sentiment  got  behind  this  bill.  It  means,  does  it  not,  that  it 
is  understood  generally  that  the  so-called  McNary  bill  is  the  ad- 
ministration bill,  and  that  it  will  have  the  assistance  of  the  ad- 
ministration, which  means  a  great  deal,  of  coursed 

Mr.  Jewett.  I  think  the  farmers  understand  that  Secretary  Wal- 
lace is  favorable  to  the  bill.  Of  course,  his  reports  have  been 
broadcasted  throughout  the  land.  To  that  extent  I  think  they  feel 
it  is  an  administration  bill.  I  am  quite  sure,  however,  that  they 
are  not  attempting  to  place  the  President  in  the  matter  at  this  time. 

The  Chairman.  Oh,  well,  I  suppose  if  it  is  Secretary  Wallace's 
bill — without  intending  any  criticism,  you  are  accounting  for  the 
rapidity  with  which  there  has  been  such  a  wonderful  sentiment 
created  in  favor  of  this  bill — of  course  if  the  Secretary  of  Agri- 
culture was  favorable  to  it,  unless  the  contrary  appeared,  the  pre- 
sumption would  be  that  that  was  an  administration  bill,  of  course? 

Mr.  Jewett.  Of  course  we  hope  the  President  is  favorable. 

The  Chairman.  Yes. 

Mr.  Jewett.  We  want  the  President's  support. 

The  Chairman.  And  you  have  a  right  to  assume  he  is  favorable, 
I  think,  from  the  very  fact  that  the  Secretary  of  Agriculture  has 
put  it  forward.     I  think  that  fact  alone  would  indicate  that. 

Mr.  Jewett.  We  hope  so. 

These  resolutions,  etc.,  will  be  included  in  the  hearings? 

The  Chairman.  Yes.     Just  hand  them  to  the  reporter. 

(The  documents  referred  to  are  here  printed  in  ful,  as  follows:) 


L!» 


RESOLUTION    PASSED    UNANIMOUSLY    BY    TRISTATE    GRAIN    GROWERS'    CONVENTION    AT 
ITS   TWENTY-FIFTH   ANNUAL  CONVENTION   IN   FARGO  ON   JANUARY   17,    1924. 

Whereas  it  is  a  well-ljnown  principle  that  a  tariff  can  not  be  completely 
effeotivv*  with  an  unregulated  surplus  of  the  commodity  involved;  and 

Whereas  such  a  surplus  of  wheat  exists  in  this  country:  Therefore  be  il 
Resolved.  That  Congress  be  urged  to  pass  the  bill  recently  introduced  in  the 
United  States  Senate  by  Senator  McNary,  which  bill  provides  for  the  establish- 
ment of  a  Government  export  agency  along  lines  recommended  by  Secretary  of 
Agriculture,  Henry  C.  Wallace,  which  contemplates  relieving  the  domestic  mar- 
ket of  the  surplus  wheat,  thus  making  the  tariff  effective. 

Respectfully  submitted. 

B.  Byron   Bobb. 
J.  W.  McNary, 

J.    DiNWOODIE, 

Resolutions  Committee. 


State  of  Oregon,  Executive  Department, 

Salem,  January  5,  1924, 
To  irhoni  it  may  concern: 

Til  is  is  to  certify  that  I  am  i)ersonally  acquainted  with  Mr.  A.  H.  I^a, 
manager  of  the  Oregon  Cooperative  Grain  Growers.  I  have  known  Mr.  Lea 
personally  and  intimately  for  many  years. 

Mj".  I.ea  is  going  to  Washington  to  help  in  the  passage  of  a  bill  carrying  Into 
effect  the  plan  for  subsidizing  the  exportation  of  American  wheat,  proposed 
by  the  American  Wheat  Growers  Associated.  I  have  personally  made  a  care- 
ful examination  of  this  plan,  and  I  give  it  my  full  and  complete  indorsement. 

I  have  been  a  wheat  grower  for  almost  40  years,  and  I  know  that  the  wheat 
growers  to-day  are  facing  financial  ruin  unless  some  plan  is  adopted  enabling 
them  to  cooperatively  sell  their  surplus  wheat  outside  of  the  United  States. 
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On  behalf  of  the  thousands  of  men  and  women  who  are  giving  and  have  ^'.y«  n 
the  labor  of  their  lives  to  produce  one  of  the  principal  foodstuffs  of  the  Nati<ni. 
I  ask  the  Congress  of  the  United  States  to  enact  a  law  whereby  the  plan  of  the 
American  wheat  growers  may  be  put  into  actual  operation.  \  am  fully  con- 
vinced that  it  will  solve  a  most  serious  and  dangerous  problem. 

I  ask  all  to  give  Mr.  Lea  full  and  considerate  attention  and  support.  Every 
courtesy  shown  him  will  be  appreciated  by  myself  and  the  producers  <>f  Ore^ron. 

Verv  truly  yours. 

Walter  M.  Piekce.  (iorernor. 


petition  to  congress  for  the  creation  of  agricultural  export  corporation. 

Export  Commission  Leagl'e  of  Montana. 

Leiviston.  Mont. 

We,  the  undersigned  citizens  of  Valley  County,  Mont.,  do  herewith  petition 
the  Congress  of  the  United  States  to  speedily  enact  such  legislation  as  will 
enable  the  creation  of  an  agricultural  export  corporation  to  liandle  farm  com- 
modities that  must  of  necessity  find  a  market  abroad.  Further,  since  it  is 
apparent  that  the  only  means  by  which  a  prosperous  condition  can  be  brouirht 
about  in  agricultural  industries  necessary  to  restore  the  purchasing;  power  of 
the  farmer's  dollar  to  that  which  it  held  previous  to  the  war,  and  to  that  of 
industry  and  labor,  we  ask  immediate  remedial  legislation  be  passed. 

H.   R.   Bjorhlund.   farmer.   Nashua:   Geo.   Ulmer.   farmer,   Nashua: 

Adolph  Nyhetten.  farmer,  Nashua;   Herman   Hirchert,  farmer. 

Nashua:   Z.   O.   Manning,   farmer.    Nashua:    Wm.   Kummerfeld. 

farmer,  Nashua;  Elmer  Moling,  farmer  Saco. 


ASK    higher    wheat    TARIFF. 

Whereas  the  underlying  cause  of  the  disparity  between  the  pri -e  of  tlio.se 
things  the  farmer  must  buy  to  sustain  himself  and  his  family,  and  the  price 
he  receives  for  the  products'of  his  farm,  is  the  high  tariff  protection  of  products 
other  than  agriculture  as  against  practically  no  similar  protection  for  the 
products  of  the  farm,  placing  these  commodities  on  an  open  competitive  world 
market ;  and 

Whereas  this  applies  particularly  to  wheat,  witness  the  fact  that  millions  of 
bushels  of  Canadian  wheat  are  imported  into  the  country  annually,  which 
wheat  enters  into  direct  competition  with  wheat  of  like  quality  in  this  country ; 

and 

Whereas,  due  to  lower  cost  of  production,  lower  freight  rates,  lower  land 
values,  lower  taxes,  as  well  as  differentials  in  gra^le  values  and  money  ex- 
change, American  millers  can  buy  Canadian  wheat  cheaiier  th:in  American 
wheat,  even  though  the  duty  of  .SO  cents  per  husliel  is  paid :  Theref(n-e  be  it 

Resolved.  That  Congress  be  urged  to  increa.se  the  duty  on  wheat  from  :^0 
to  00  cents  pei-  bushel,  and  to  repeal  the  drawback  and  milling  in  bond  pro- 
visions of  the  Fordney-McCumber  Tariff  Act  of  1922  in  order  that  the  wheat 
producers  in  this  country  can  he  justly  protected  from  foreign  competition. 

Whereas  it  is  a  well-knowii  principle  that  a  tariff  can  nr»t  be  completely 
effective  with  an  unregulated  surplus  of  the  commodity  involved,  and  whereas 
such  a  surplus  of  wheat  exists  in  this  country :  Therefore  be  it 

Resolved.  That  Congress  be  urged  to  pass  the  bill  recently  intr<Mluce<l  in 
the  United  States  Senate  by  Senator  McNary,  whicli  bill  provides  for  the  es- 
tablishment of  a  Government  export  agency  along  lines  reconmiended  by  Sec- 
retary of  Agriculture  Henry  C.  Wallace,  which  contemplates  relieving  The 
domestic  market  of  the  surplus  wheat,  thus  making  the  tariff  effective. 


[From  Fargo  Daily  Tribune.  Janunry  18,  1924.] 

IS   THE   WHKAT   EXPOHT   PLAN    FAIR? 

"  Government  suhs'dy "  is  the  term  applied  by  opponents  of  the  proposed 
legislation  for  the  creation  of  a  Federal  wheat-export  corporation  to  the  plan. 
The  proposal  which  is  sponsored  in  the  princii)le  by  Secretary  Wjillac<"  "nd 
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various  wheat  gi-owers'  organizations  is  merely  the  tariff  principle  applied  to 
farm  products. 

If  flaws  and  unsound  principles  are  a  part  of  the  export  plan,  then  the  same 
nuilts  can  be  found  with  the  tariff  provisions  as  applied  to  manufactured  goods. 
For  years  the  protective  tariff  has  aided  scores  of  industries  in  the  United 
States.  Used  originally  to  protect  so-called  habv  industries  during  their 
period  of  growth,  the  high  tariffs  have  been  retained  long  after  the  babies 
have  developed  into  very  husky  and  full-grown  organizations. 

In  more  than  one  industry  a  machine  or  some  other  commodity  is  sold  in 
the  Lnited  States  at  a  price  which  will  move  a  maximum  amount'of  goods  at 
a  go(»d  profit  to  the  industry.  The  surplus  is  sold  abroad  for  less  than  it  can 
he  purchased  here.  The  plan  is  probably  fundamentally  sound.  It  allows  the 
manufacturers  to  decrease  their  overhead  expense  because  it  gives  them  the 
opportunity  to  produce  larger  quantities  of  goods.  That  principle  is  easy  to 
understand. 

But  if  this  kind  of  Federal  aid  is  good  for  manufacturing  industries,  then 
it  is  also  good  as  applied  to  farm  products.  If  it  is  right  in  principle  as 
applied  to  other  industries,  then  it  is  right  when  applied  to  farm  products. 
It  allows  the  application  of  the  idea  to  the  products  which  the  farmer  must 
sell  as  well  as  to  those  which  he  must  buy. 

The  Government  does  not  enter  into  the  busness  of  selling  wheat  under  the 
export  plan.  It  places  a  barrier  on  imports  and  creates  a  means  for  applying^ 
the  tariff  idea  to  wheat.  Unlike  the  help  which  the  same  idea  gives  to  other 
industries,  the  export  plan  is  for  a  period  of  emergency  only.  The  tax  on  the 
wheat  surplus  which  is  exported  increases  in  proportion  to  the  supply  which 
is  exported — an  aspect  of  the  i)lan  which  acts  as  a  check  to  unlimited  produc- 
tion and  to  complete  subsidy. 

Hard  spring  wheat,  as  a  matter  of  fact,  does  not  enter  into  the  export  trade 
to  any  appreciable  extent.  But  it  is  reasonable  to  expect  that  if  hard  winter 
wheats  are  exported  (m  this  basis,  the  result  will  be  a  larger  market  for  spring 
wheats. 

The  export  proposition  is  the  same  old  story.  It  revolves  around  a  principle. 
<^f  all  evils  in  the  world  nowadays,  one  of  the  greatest  is  the  extent  to  which  a 
great  principle  is  applied  to  one  country,  one  industry,  one  class  of  people,  or  a 
few  handpicked  things,  and  forgotten  or  opposed  wlien  applied  in  principle. 
That  is  exactly  the  situation  as  regards  tlie  wheat-export  proposals  and  the 
wheat  tariff.  If  the  idea  is  unsound  and  immoral,  then  it  is  so  in  principle  and 
not  in  case  of  exceptions.  If  it  is  right,  then  it  is  right  when  applied  to  wheat 
or  steel. 

Farmers  are  now  determined  that  if  Federal  provisions  are  to  be  adopted 
for  aiding  industry,  that  their  industry,  which  is  larger  and  more  important 
than  any  of  the  others  which  are  so  fortunate  in  receiving  prompt  aid,  should 
receive  earnest  and  equal  consideration. 


RESOLI'TION    OF    MINNESOTA     STAXn    FARM     lU'RKAT'. 

Be  it  ra^olved.  That  w^e  hereby  indorse  and  recommend  proposed  national 
legislation  creating  an  export  commission  and  export  corporation  to  supervise 
or  handle  the  wheat  surplus  and  the  surplus  of  any  other  agricultural  com- 
modity wherein  a  surplus  is  or  may  be  produced  in  this  country  thereby 
resulting  in  the  domestic  price  thereof  being  fixed  in  the  world  market. 

Sucli  relief  is  to  be  afforded  by  the  levying  of  an  ex^cise  tax  on  all  the 
wheat  or  other  particular  agricultural  commodity  which  is  marketed,  the 
fund  thus  created  to  be  used  by  the  export  corporation  to  pay  a  bounty  or 
premium  on  such  export  wheat  or  other  agricultural  commodity  over  the 
world's  price,  thus  correspondingly  increasing  the  domestic  basic  price  level. 

We  recommend  that  the  State  Farm  Bureau  Federation  and  its  officers  give 
this  proposed  legislation  their  hearty  and  earnest  support. 

Tlie  CiiAiRMAX.  The  committee  will  adjourn  until  10  o'clock  to- 
morrow. 

(The  committee  then  adjourned  to  10  o'clock  a.  m.  Thursday, 
Januarj^  24,  1924.) 
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SATURDAY,  JANUARY  26,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  oclock  a.  m., 
in  room  326,  Senate  Office  Building,  Senator  George  W.  Norns, 

presiding.  .  .     ,,  ^.^  ^  tt      ^ 

Present:  Senators  Norris  (chairman),  Mc^ary,  Capper,  Keyes, 
Gooding,  Ladd,  Norbeck,  Harreld,  McKinley,  Smith,  Ransdell. 
Harrison,  Heflin,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.     Secretary 

Wallace  is  here. 

STATEMENT  OF  HON.  HENRY  C.  WALLACE,  SECRETARY  OF 

AGRICULTURE. 

The  Chairman.  Mr.  Secretary,  we  are  considering  S.  2012, 
known  as  the  McNary  bill.  I  understand  that  your  department 
has  h'M\  something  to  do  with  the  drafting  of  it,  etc.,  and  we  would 

like  to  hear  vou  on  it.  ,    •  z,        i    ^ 

Secretary  'Wallace.  Well,  I  can  tell  you  very  briefly  what  our 

department  has  had  to  do  with  this.  .      ,     j.  x 

This  bill  is,  as  I  understand  it,  an  effort  to  put  in  the  form  of  a 
bill  a  general  plan  which  has  been  suggested  from  time  to  time  for 
a  year  or  possibly  two  years.  It  has,  as  I  see,  been  referred  to  as 
the  Wallace  plan.  It  is  not  my  plan  at  all,  except  that  I  suppose 
that  expression  arose  from  the  fact  that  in  my  report  I  referred  to 
this  in  a  wav  which  probably  justified  people  in  thinking  that  I  re- 
garded it  as'the  most  hopeful  of  the  plans  which  had  been  suggested, 
inasmuch  as  it  is  directed  to  the  fundamental  difficulty  of  the 
farmer,  which  is  low  prices. 

More  than  a  year  ago  I  called  down  to  my  office  a  group  of  rep- 
resentative people  and  asked  them  to  spend  a  day  just  studying 
the  principles  which  had  been  included  in  this  bill.  For  instance, 
I  called  a  representative  of  the  milling  interests,  a  representative 
of  the  financial  interests,  I  called  General  Dawes,  who  was  here 
at  that  time  as  Director  of  the  Budget.  I  don't  remember  the  names 
of  all  of  them,  but  there  were  some  6  or  8  gentlemen.  After  go- 
ing through  it  very  carefully  for  possibly  two  days — I  am  not 
certain — they  reached  the  conclusion  in  general  not  favorable,  I 
think,  to  the  plan,  but  yet  with  certain  reservations  as  to  whether 
conditions  might  not  justify  undertaking  to  put  some  such  plan 
in  effect. 
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At  that  particular  time  there  was  some  indication  of  improve- 
ment in  agricultural  conditions.  Prices  had  increased  somewhat. 
I  remember  one  of  them  (I  think  the  one  representing  financial 
interests)  said  "  Not  now,  but  possibly  later,  if  conditions  are  not 
improved." 

Well,  as  you  know,  conditions,  while  in  some  respects  they  have 
improved,  in  other  respects  have  not,  and  the  agricultural  situation 
is  bad,  especially  in  the  territory  west  of  the  Mississippi  River.  So 
I  thought  we  should  make  an  investigation  of  this  plan  more  fully 
than  we  had,  and  I  asked  the  department  to  just  go  about  and  talk 
with  different  people  whose  opinions  might  be  worth  something 
and  see  what  the  result  would  be.  That  was  Mr.  Brand,  formerlv 
chief  of  the  Bureau  of  Markets.  He  did  that,  and  he  gave  the 
benefit  of  his  investigations  to  the  people  who  drew  this  bill. 

Now,  that  is  a  brief  history  of  our  interest  in  it.  The  principle 
which  underlies  the  whole  plan  is  simply  this,  that  if  we  can  find 
some  way  to  bring  about  a  fair  relationship  between  tlie  prices  of 
agricultural  products  and  the  prices  of  other  things  tlie  Government 
would  probably  be  justified  in  undertaking  to  do  it.  Farm  prices, 
while  some  of  them  are  higher  than  before  the  war,  are  low  in  pur- 
chasing power.  I  don't  mean  the  price  is  low,  but  the  farm  products 
are  low  in  purchasing  power.  If  the  general  price  plane  had  dropped 
the  farmer  would  not  have  been  in  such  bad  shape,  but  the  general 
price  plane  did  not  drop.  The  prices  of  farm  products  dropped 
while  prices  of  other  commodities  remained  higli,  so  we  have  a  dis- 

Earity,  a  distorted  relationship  between  the  farmers  income  and 
is  outgo,  and  that  is  causing  widespread  distress. 

In  brief,  the  plan  which  this  bill  undertakes  to  put  in  concrete 
form  is  a  plan  directed  toward  trying  to  reestablish  a  fair  relation- 
ship between  the  prices  of  the  things  the  farmer  sells  and  prices  of 
the  things  he  buys. 

Tlie  Chairman.  Will  vou  outline  to  the  committee,  Mr.  Secretarv, 
just  how  it  does  that? 

Secretarv  Wallace.  Well,  it  speaks  for  itself.  I  can  not  undertake 
to  discuss,  Mr.  Chairman,  the  details  of  the  plan,  because  I  have  not 
given  the  bill  the  careful  study  that  would  qualify  me  to  do  that.  I 
am  concerned  to  see  whether  we  could  get  the  thing  in  sufficiently 
concrete  form  for  you  gentlemen  to  consider,  and,  as  you  know  better 
than  I  do,  probablv,  the  bill  provides  first  for  an  agricultural  ex- 
port commission,  which  Avill  determine  the  general  policy  with  refer- 
ence to  what  shall  be  done.  Then  it  provides  an  agricultural  export 
corporation  which  will  be  charged  with  the  duty  of  carrying  out  that 
general  policy  as  it  might  be  determined  by  the  commission,  and  it 
gives  wide  autliority  to  the  corporation — gives  authority  to  do  almost 
anything  necessary  to  accomplish  the  purpose. 

Senator  McKinlev.  Can  this  export  conmiission  sell  abroad  and 
make  the  sale  without  cash  payment^  Can  it  take  security  in  lieu 
of  payment? 

Secretary  Wallace.  I  don't  presume  so. 

Senator  McKinlev.  You  said  thev  had  extensive  aiithoritv. 

Secretarv  Wallace.  I  meant  to  carry  out  the  provisions  of  the 
bill.  For  example,  as  I  understand  it,  this  export  commission  would 
have  authoritv,  in  case  it  desired  to  exercise  it,  even  to  buv  and  sell 
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agricultural  products,  but  they  would  have  to  do  it  in  a  business- 
like way.  I  don't  think  it  would  have  authority  to  extend  credits 
that  would  not  be  sound  credits. 

Senator  Kalston.  Mr.  Secretary,  what  would  you  think  of  the  ad- 
visability of  this  policy:  Admitting  free  of  duty  any  articles  for 
which  surplus  farm  products  might  be  exchanged  in  foreign 
markets?     Would  that  enhance  the  price  of  the  farmers'  surplus 

here  ? 

Secretary  Wallace.  Well,  I  don't  know.  Senator,  what  would  be 
the  effect  of  such  a  measure.     You  are  getting  into  another  field 

altoo^ether  there. 

Senator  Ralston.  If  you  were  going  to  bring  a  thousand  dollars' 
worth  of  woolen  goods  into  this  country  from  some  foreign  markets, 
and  you  knew  that  vou  could  bring  it  in  here  free  of  duty,  you  would 
be  disposed  to  pay  a  better  price  than  you  otherwise  would  for  your 
thousand  dollars'  worth  of  merchandise,  would  you  not? 

Secretary  Wallace.  Well,  I  don't  know  as  to  that.  I  would  want 
to  consider  what  the  effect  would  be  on  our 

Senator  Ralston.  Protected  industries? 

Secretary  Wallace.  Domestic  price  of  wool.  You  are  getting  into 
a  tariff  discussion  there. 

Senator  Ralston.  I  realize  that  we  have  got  to  do  something 
perhaps  extreme  here  to  help  the  farmer,  and  if  it  is  necessary  to  take 
something  away  from  the  fellows  who  have  had  it  for  a  long  while 
to  let  the  farmers  have  it  a  while  I  am  willing  to  do  it. 

Secretary  Wallace.  I  don't  believe  I  care  to  go  into  a  discussion  of 

the  tariff'. 

Senator  Ralston.  Well,  then  let  us  go  to  this  section.  I  will  con- 
fess I  do  not  understand  it.  I  got  up  at  1  o'clock  last  night  and 
read  this  thing,  and  I  confess  I  still  don't  undei-stand  it. 

Take  section  22  (a)  : 

If  the  (•onimission  finds  tliat  (1)  there  is  a  surplus  for  export  of  wheat,  flour, 
coni.  raw  cotton,  wool,  cattle,  slieei),  swine,  or  any  food  product  of  cattle,  sheep, 
or  swine,  and  that  the  domestic  price  thereof  is  determined  by  the  world  price, 
and  (2)  accordinjr  to  estimates  made  by  it,  the  ratio  prices,  as  defined  in  section 
24,  in  respect  of  the  commodity  would  be  in  excess  of  the  domestic  price  thereof, 
the  c(.nmiission  is  nuthorized  to  notify  the  President  in  writing  of  its  findings. 
Upon  such  notification  from  the  commission,  the  President  is  authorized  by 
prochnnation  to  declare  that  a  special  emergency  exists  as  to  such  agricultural 
commodity. 

Now,  if  all  those  things  are  found  by  the  commission  to  be  true, 
whv  is  it  left  optional  for  the  commission  to  notify  the  President? 
Why  would  it  not  be  better,  if  these  things  are  found  to  be  true,  to 
savthe  commission  shall  do  it;  and  instead  of  saying  the  President 
is  "authorized  to  do  so  and  so,  if  all  these  things  are  found  to  exist, 
wliy  would  it  not  be  better  to  say  that  the  President  shall  proceed  by 
proclamation,  etc.?  You  go  to  work  and  find  a  whole  lot  of  things 
here  in  favor  of  the  farmer,  and  then  put  it  up  to  some  fellows  to 
exercise  their  discretion  as  to  whether  they  are  going  to  relieve  the 
farmers  at  all. 

Secretary  Wallace.  I  don't  know  any  reason  why  the  committee 
should  not  make  a  change  in  that  if  they  want  to. 
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Senator  Ralston.  If  we  are  going  to  help  the  fanner,  if  we  find 
those  facts  to  be  true,  we  don't  want  to  give  some  officials  discretion 
about  it.     That  is  not  going  to  lielp  the  farmer. 

Secretary  Wallace.  I  don't  know  an}'  reason  why  you  gentlemen 
should  not  change  that  if  you  feel  there  is  some  danger  there  that 
the  commission  or  the  President  Avould  not  act. 

Senator  Ralston.  Evidently  whoever  drew  this  bill  thought  the 
commission  ought  to  have  discretion  about  it,  even  if  it  should  be 
found  that  these  conditions  exist  in  favor  of  the  farmers,  or  else  they 
would  not  use  this  language.  As  I  sav,  I  don't  understand  this  bill. 
As  I  see  it,  it  w^ould  take  a  Philadelphia  lawyer  and  a  staff  of  mathe- 
maticians to  figure  it  out. 

Senator  Johnson.  Suppose  the  President  is  surrounded  by  a  lot  of 
fellows  who  will  put  up  the  other  side,  that  there  is  no  emergency 
existing?    What  will  he  do  then ?     He  will  not  do  it. 

Senator  Norbeck.  We  will  have  a  farmer-labor  president  before 
that. 

Senator  Johnson.  Well,  we  may  not  have  one  that  soon,  but  we 

can't  tell  when  we  will  have. 

Senator  Norbeck.  It  will  come  in  due  time. 

Senator  McNary.  Mr.  Secretary,  when  was  this  plan  that  is  ex- 
pressed in  Senate  bill  2012  first  brought  to  your  attention? 

Secretary  Wallace.  I  don't  believe  I  can  tell  you,  Senator,  but  cer- 
tainly a  year,  and  probably  two,  and  possibly  more  than  two  years 

ago. 

Senatoi'  McNary.  What  farm  organizations  or  individuals  first 
discussed  the  idea  with  you  ?     Do  you  recall  that  ?  ^ 

Secretary  Wallace.  No;  I  can  not  recall  that.  You  know  some 
features  of  this  bill  have  been  discussed  since  1920,  when  we  got  the 
first  drop  in  prices.  That  is,  people  saw  that  the  trouble  was  the 
disparity  l>etween  the  prices  of  agricultural  products  and  the  prices 
of  other  things,  and  thinking  men  spoke  of  that  and  of  the  need 
being  to  bring  about  a  proper  relationship,  if  it  could  be  done,  and 
so  I  have  no  doubt  that  general  ideas  along  this  line  emanated  from 
many  different  sources,  from  individuals  and  organizations.  The 
idea  was  expressed  in  more  connected,  logical  form,  I  think,  by  some 
farm  implement  men  who  have  suffered  directly  with  the  farmers. 
General  Johnson,  who  was  interested  in  the  farm-implement  busi- 
ness at  Moline,  111.,  and  who  was  here  during  the  war,  I  think  on  the 
War  Industries  Board,  gave  a  great  deal  of  thought  to  the  matter, 
nnd  associated  with  him  in  the  farm-implement  business  was  Mr. 
l^eek.  General  Johnson  at  least  got  out  a  pamphlet  in  which  he 
discussed  this  general  principle  at  some  length,  and  very  logically. 
Have  vou  seen  that? 

Senator  McNary.  No.     ^Y\\en  was  that  issued,  Mr.  Secretary? 

Secretary  Wallace.  A  year  or  possibly  two  years  ago.  I  have  a 
copy  of  it  and  would  he  glad  to  let  you  have  it.  They  were  two  of  the 
gentlemen  I  asked  to  come  here  and  meet  with  these  other  people. 
I  don't  think  any  one  individual,  or  even  two,  could  claim  tlie  ci-edit 
for  the  general  theory  that  is  here  advanced. 

Senator  McNary.  Is  it  your  opinion  that  this  bill,  if  enacted  into 
law,  Avill  restore  the  pre-war  jMirchasing  power  of  agricultural  prod- 
ucts:, especially  those  defined  in  the  bill  ? 
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Secretary  Wallace.  That  is  the  intent  of  it.  I  don't  think  any- 
one would"  undertake  to  say  how  it  will  act.  My  opinion  of  the 
whole  matter  is  that  this  is  the  best  approach  to  the  solution  of  this 
difficulty.  Evidently  there  are  innumerable  difficulties  to  be  over- 
come in  putting  the*^  plan  in  operation.  Anyone  can  sit  down  and 
ask  a  hundred  or  a  thousand  questions  that  would  embarrass  the 
best-informed  man  to  answer,  because  you  can  not  anticipate  them. 
That  same  thing  applies  to  almost  any  bill  that  is  directed  toward 
relief  of  agriculture— all  your  other  bills  here.  I  don't  think  any- 
one can  say  in  advance  this  will  accomplish  the  purpose.  My  feel- 
ing is  that  it  is  the  most  logical  plan  that  has  been  presented,  di- 
rected to  the  real  trouble,  and  I  think  the  state  of  agriculture  is 
such,  as  I  said  in  my  report,  that  this  committee  and  other  commit- 
tees are  justified  in  going  into  that  with  extreme  care. 

Senator  Ralston.  Mr.  Secretary,  I  appreciate  what  you  say,  how 
easy  it  is  for  anyone,  whether  they  knoAv  about  ^i  bill  or  not,  to  ask 
questions  that  would  be  difficult  for  the  well  informed  to  answer.  I 
have  been  groping  around  in  this  matter  the  best  I  can  and  am 
strongly  disposed  to  want  to  follow  the  judgment  of  men  like  your- 
self: and,  if  you  will  pardon  me,  men  like  the  chairman  of  this  com- 
mittee, because  I  personally  really  do  not  know  what  is  the  best 
thing  to  do.     I  only  know  that  I  want  to  help  the  farmer  if  I  can. 

Have  you  compared  this  bill  with  the  Norris  bill  ? 

Secretarv  Wallace.  Yes. 

Senator 'Ralston.  And  is  it  your  judgment  that  of  the  two  bills 
this  is  the  one  that  should  be  enacted,  or  would  you  prefer  to  have 

both  enacted? 

Secretarv  Wallace.  I  did  make  a  very  hasty  comparison  between 
the  two,  and  I  don't  mind  telling  you  that.  I  want  it  understood  that 
I  am  in  exactly  the  same  position  you  are.  Senator.  I  want  to  do 
the  thing  that  will  be  helpful.     I  have  not  any  pet  plan. 

Senator  Ralston.  I  have  no  doubt  about  that. 

Secretary  Wallace.  The  difference  between  these  two  bills  seems  to 

me  to  be  this: 

Both  give  very  sweeping  authority  to  the  agency  set  up  in  each 
case  to  handle  agricultural  products.  For  example,  under  this  bill, 
if  it  should  be  determined  by  the  commission  and  the  corporation  to 
be  the  wise  thing  to  do,  I  think  they  could  exercise  all  the  authority 
which  is  given  in  the  Norris  bill,  even  including  the  buying  and 
selling  of  farm  products. 

This  bill  provides  a  capital  stock  of  $200,000,000.  The  Norris 
bill  provides  a  capital  stock  of  $100,000,000. 

This  bill  provides  that  the  corporation  may  buy  or  arrange  for 
the  buying  of  agricultural  products  which  are  selling  at  an  unfair 
ratio,  at  a  price  which  has  an  unfair  purchasing  power :  take  them 
out  of  the  domestic  market  and  sell  them  on  the  markets  of  the 
world  and  if,  as  a  result  of  that,  a  loss  is  incurred,  recoup  the  agency 
for  that  loss  by  levying  a  sale  tax  upon  the  entire  crop  of  that  year, 
so  that  the  producers  of  the  crop  handled  carry  the  burden  of  market- 
ing the  surplus  at  a  price  lower  than  the  domestic  price,  if  that 
should  become  necessary. 

I  don't  find  in  the  Norris  bill  any  plan  which  includes  the  provi- 
sion that  the  corporation  may  be'  reimbursed  for  any  losses  sus- 
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tained  either  by  the  Government  or  anyone  else,  except  in  so  far 
as  it  may  use  its  capital  stock  for  that  purpose. 

Apparently  the  Norris  bill  is  depending  for  improvement  in  con- 
ditions upon  economies  in  the  actual  marketmg  of  the  products.  It 
does  not  address  itself  to  price  at  all.  ,  .      v  i    - 

Now,  I  do  not  know  whether  the  economies  effected  in  the  market- 
ing of  the  product  would  be  a  very  material  factor  in  price.  Con- 
ceivably, if  vou  could  set  up  an  organization  that  would  reduce  the 
mechanical  cost  of  handling  farm  products  to  the  farmer,  the  f armet 
and  consumer  together  might  benefit  from  whatever  saving  would 
be  effected  by  that  mechanical  handling  of  the  product,  but  it  does 
r.ot  address  itself  to  a  saving  anywhere  else.  .        ^. 

Senator  Owen.  Mr.  Secretary,  would  not  the  fact  tliat  these 
products  were  sold  in  Europe  through  one  sales  agency  enable  that 
agency  to  get  a  higher  price  than  if  they  were  sold  through  many 
agencies  competing  with  each  other  ?  ,^  ,       ,  ^ 

Secretary  Wallace.  I  don't  know  that.  You  take  the  case  of 
wheat,  the  price  of  No.  2  red  winter  at  St.  Louis  is  only  5  per  cent 
above  the  average  for  the  years  1909  to  1913. 

Senator  Owen.  What  is  it,  though,  in  cents? 

Secretary  Wallace.  105  on  December  29.  , 

Senator  Owen.  In  purchasing  power  that  would  compare  with 
about  two-thirds,  would  it  not,  before  the  war? 

Secretarv  Wallace.  Yes,  sir:  probably  more  than  that. 

Senator  ^OwEN.  Instead  of  being  105  it  would  be  about  two-thirds 

Secretarv  Wallace.  Now,  evidently  we  have  got  a  surplus  of  wheat 
in  foreign* markets.  If  we  did  not  market  any  of  our  wheat,  if  we 
held  off  all  of  our  exportable  surplus,  I  don't  know  whether  that 
would  make  anv  material  difference  in  price  or  not.  I  dont  see 
what  effect  it  would  have  on  the  domestic  market,  except  in  so  far 
as  our  present  tariff  would  help  in  taking  care  of  our  surplus.  It 
would  help  to  that  extent.  I  don't  see  how  its  being  held  by  one 
agency  or  many  agencies  would  make  any  difference. 

Senator  Owen.  One  seller  would  have  better  control  of  prices 
than  where  there  are  many  sellers.  ,  ,       •        ^ 

Secretary  Wallace.  That  is  true,  if  he  occupies  a  dominant 
position  in*the  market  for  the  supply  of  that  commodity. 

Senator  Owen.  That  is  the  policv  of  the  United  Metal  Sales  Co. 

Secretary  Wallace.  Very  likely.  I  am  not  saying  it  would  not. 
I  am  just 'saying  I  can  not  undertake  to  express  an  opinion  that 
would  be  worth  very  much. 

Senator  Goodtno.  Do  you  know  what  is  the  present  spread  of 
wheat  as  compared  with  our  market  in  St.  Louis  and  the  Liverpool 

market! 

Mr.  Wallace.  I  can  not  tell  you  offhand. 

Senator  Gooding.  I  just  wanted  to  know  whether  you  knew  what 
it  is  generallv,  that  is,  outside  of  freight  rates. 

Mr.  Wallace.  I  issued  and  sent  to  the  President  a  report  on 
the  wheat  situation,  and  I  don't  know  whether  you  saw  it  or  not, 
but  I  think  the  most  of  that  information  is  somewhere  in  the  course 
of  that  report. 
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Senator  GoomNG.  Yes;  I  saw  that.     My  impression  is  that  in 
wheat  there  is  very  little  margin   maybe  because  of  the  volume  of 
the  business  transacted,  but  as  I  figure  there  is  very  little  di^^^^^^ 
between  the  local  market  and  the  Liverpool  market,  figuring  on  so 

small  a  unit  as  a  bushel.  .    ^^     a       ^         ^l^  ^^of 

Senator  Ealston.  Have  you  considered,  Mr.  Secretary,  the  cost 

to  the  Government  in  operating  this  law  ? 

Mr.  Wallace.  The  bill,  as  I  remember  it,  provides  for  a  cost  of 
$50,000  to  cover  all  expenses  of  the  commission. 

Senator  Ralston.  That  is,  for  a  cretain  period  of  time. 

Mr  Wallace.  Then  it  is  contemplated  that  m  the  operations  of 
the  export,  corporation  the  cost  will  come  out  of  the  crops  them- 

^^  Senator  Ralston.  That  is  what  I  was  leading  up  to.  To  what 
extent  have  you  given  any  consideration,  Mr.  Secretary,  to  the  ex- 
pense, and  the  effect  it  will  have  on  the  price  that  the  farmer  will 
get  for  his  surplus  product?  ^  j  •* 

Mr  Wallace.  If  the  plan  works  as  those  who  have  advocated  it 
most  earnestly  believe  it  will,  it  will  raise  the  domestic  price  as 
high  as  it  can  be  raised  under  the  tariff. 

Senator  Ralston.  Under  the  tariff? 

Mr.  Wallace.  Yes.  If  it  gets  below  that,  the  other  goes  over, 
but  it  will  raise  it  to  the  full  price  permitted  under  the  tariff,  what- 
ever that  may  be,  whether  this  present  tariff  or  any  other  tariff. 

I  think  this  plan  might  be  expressed  in  either  one  of  two  ways ; 
that  is,  the  general  principle  of  it.  If  you  owned  all  of  the  wheat 
in  the  United  States  and  wanted  to  get  the  highest  possible  price  m 
the  domestic  market,  you  would  probably  do  just  what  this  plan 
does,  take  the  surplus  and  sell  it  in  the  world  market  at  world 
prices,  and  you  would  expect  by  so  doing  that  the  domestic  price 
would  increase  to  a  point  where  it  would  be  stopped  by  the  inflow 
of  wheat  from  other  countries.  If  these  farmers  of  the  Nation  had 
a  great  cooperative  organization  and  all  the  wheat  in  the  I  iiited 
States  were  pooled,  thev  would  probably  try  to  follow  exactly  the 
principle  outlined  in  this  bill,  so  that  I  think  the  short  wav  to  put 
it  would  be  that  this  bill  undertakes  to  provide  that  the  Govern- 
men  shall  do  for  the  wheat  farmers  just  what  they  should  do  for 
themselves  if  thev  could,  but  which  they  can  not  do  because  of  the 
large  number  of   wheat  growers  and  the  many  regions  m   which 

wheat  is  grown.  . 

Senator  GcK>DiNG.  Mr.  Secretary,  do  you  know  how  Australia  is 

handling  her  wheat  at  the  present  time? 

Mr.  Walijice.  At  the  present  time  I  do  not.  .  They  have  a  pool 
there.     I  don't  know  how  thev  handle  it. 

Senator  (t(»odino.  Well,  thev  handle  it  practically  the  same.  I  he 
government  has  handled  all  the  Avheat  and  fixed  the  domestic  price 
at  home  above  the  world  market. 

Mr.  Wallace.  Doctor  Stern  can  tell  you  that.  t    i,  •  i 

Senator  (toodixg.  Possibly,  he  had  better  go  on  later.  I  think 
Australia  has  been  following  some  such  plan. 

Mr.  Wallace.  I  have  it  in  my  office.     I  can  tell  you  later. 

Senator  Owen.  Is  not  the  price  of  American  wheat  affected  by 
the  lack  of  demand  in  Europe  now? 
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Mr.  Wallace.  I  suppose  the  world  market  is  influenced  by  the 
demand  in  Europe,  Senator,  and  the  price  of  American  wlieat,  as 
long  as  we  have  a  considerable  surplus,  is  affected  by  the  Avorld 
price. 

Senator  Owex.  Have  you  in  liiind  the  extent  to  which  the  demand 
for  American  wheat  has  fallen  off  in  Europe? 

Mr.  Wallace.  Our  exports  have  l)een  decreasing  very  consider- 
ably. 1  can  not  give  you  that  figure  offhand.  You  will  find  a  great 
deal  of  that  information  in  this  late  report,  up  to  the  date  it  was 
printed.     T  think  that  information  has  been  brought  up  to  that  date. 

Senator  (tooding.  Mr.  Secretary,  speaking  of  this  bill,  have  you 
gone  into  the  way  it  would  operate  in  regard  to  buying  other  farm 
produce  than  wdieat? 

Mr.  Wallace.  Obviously  it  will  be  more  difficult  to  handle  some 
products;  for  example,  such  as  hog  products.  The  handling  of 
wheat  or  other  grains  would  be  the  simplest  part  of  the  operation. 

Senator  Gooding.  Of  course  in  the  livestock  markets  there  are 
wide  fluctuations.  They  may  go  off  50  cents  in  a  day.  That  is 
quite  a  common  thing.  So  the  activities  of  the  Government  may 
be  in  or  out  in  regard  to  this  matter,  and  it  may  be  put  back  in 
24  hours.  I  hardly  think  that  would  happen  in  the  case  of  wheat. 
It  would  be  a  very  unusual  thing  if  it  did. 

Mr.  Wallace.  Well,  in  the  price  of  hogs,  the  price  of  hogs  is 
not  so  higli  that  there  would  be  any  danger  of  the  Government 
going  in  or  out  very  rapidly.  Senator,  at  the  present  time,  if  this 
plan  was  in  effect.  Hogs  are  very  much  below  the  normal  pur- 
chasing value. 

Senator  Goodixc;.  How  many  agricultural  ])roducts  does  this 
attempt  to  apply  to?    Have  you  a  list  of  them  there? 

Mr.  Wallace.  No;  I  have  not  at  the  present  time.  T  have  the 
relative  prices  of  agricultural  products  as  compared  with  the  pre-war 
price:  that  is,  as  of  December  29.  For  example,  I  have  hogs  at  Chi- 
cago on  Decembei"  20,  95  per  cent  of  the  pre-war  price;  that  is,  5  per 
cent  below  it. 

Senator  Owex.  Pleasured  in  terms  of  cents  or  purchasing  power? 

Mr.  Wallace.  This  is  in  terms  of  relative  prices  in  dollars  and 
cents,  and  not  in  purchasing  power.  I  have  here  rye,  barley,  hogs, 
hides — all  below  the  pre-war  prices  in  dollars  and  cents. 

Senator  Norheck.  Mr.  Secretary,  as  I  undei-stand  it,  even  with 
hogs,  they  are  selling  at  approximately  one-third  less  purchasing 
power  than  before  the  war? 

Mr.  Wallace.  Oh,  yes ;  I  think  so.  Possibly  more  than  that.  Well, 
I  don't  know,  either. 

You  will  find  in  this  report  an  interpretation  of  prices  in  pur- 
chasing power  in  the  tables  in  the  back  part  of  the  report,  as  of  that 
time,  on  all  of  these  commodities. 

Senator  Kalstox.  Mr.  Secretary,  is  it  contemplated  that  the  or- 
ganization set  up  under  this  proposed  law  shall  be  in  active  opera- 
tion all  the  time,  or  only  at  such  time  as  it  is  necessary  to  keep  the 
price  of  wheat  up  to  a  profitable  price  to  the  farmer? 

Mr.  Wallace.  It  is  my  understanding  that  it  is  contemplated  that  • 
as  long  as  the  purchasing  power  of  any  commodity  of  which  we  pro- 
duce an  exportable  surplus  is  out  of  line  or  is  lower  than  the  i)re- 
war  purchasing  power,  the  corporation  would  continue  to  act ;  that 
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its  functions  would  cease  when  the  purchasing  power  of  the  product, 
whatever  it  might  be,  had  arisen  to  a  point  where  it  was  above  the 
pre-war  purchasing  power.  The  purpose  is  not  to  try  to  bring  about, 
as  I  undei-stand  it,  an  exorbitant  price  for  anything,  but  to  try  to  put 
the  farmer  back  in  the  same  position  he  was  in  before  the  war  as  to 
the  purchasing  power  of  those  of  his  products  of  which  we  produce 
an  exportable  surplus. 

The  Chairmax.  Now,  Mr.  Secretary,  suppose  the  law  were  passed 
and  this  commission  declared  an  emergency  existed  in  hogs,  we  will 
say.  Would  it  be  necessary  that  every  buyer  of  hogs  everywhere  in 
the  United  States,  in  the  case  of  hogs,  like  tlie  elevator  man  would 
do  in  the  case  of  wheat,  would  have  to  purchase  scrip  from  the  hx^al 
postmaster  and  hold  that  back  ?  •         . , 

Mr.  Wallace.  Senator,  I  have  not  undertaken  to  go  into  those 
details  enough  to  discuss  it  intelligently.  I  don't  believe  that  an\^ 
one  can  in  advance  of  a  setting  up  of  this  corporation  answer  a  lot  of 

these  questions.  ,  .-^      •     ^     j    ^     u 

The  Chairmax.  Then  the  farmer,  in  some  locahty,  instead  of  sell- 
ing to  a  local  buyer,  as  they  very  often  do,  ships  a  carload  of  his  own 
hogs  to  some  central  market,  for  instance.  Wliat  w-ould  be  the 
arrangement  in  that  case  with  regard  to  the  scrip  ? 

Mr.  Wallace.  Those  are  details  that  would  have  to  be  worked  out 
by  the  people  who  are  responsible  for  the  administration  of  this 
law.     There  are  plenty  of  difficulties.     I  can  see  that  very  easily. 

They  are  innumerable.  .      i     x-    i.u 

Senator  Johxsox.  Mr.  Wallace,  when  you  were  out  in  the  North- 
west, what  sentiment  did  you  find  in  favor  of  this  bill  on  the  part 
of  business  men ;  that  is,  in  the  elevators  and  also  the>  milling  busi- 

ness  ? 

Mr.  Wallace.  I  did  not  see  them  to  talk  to  them,  Senator,  on  my 

western  trip.  I  was  with  the  farmers  mostly,  and  a  great  many 
of  them  came  to  me  and  expressed  their  interest  in  this.  It  had 
been  talked  about  as  my  plan,  and  so  they  came  and  asked  about 
it,  and  sentiment  seemed  to  be  very  sympathetic  toward  it,  but  I 
did  not  have  an  opportunity  to  talk  with  the  millers  or  the  business 
men  at  all.  I  was  with  the  farmers  at  the  agricultural  college  m 
Minnesota,  and  at  Omaha  I  was  with  the  livestock  men.  I  talked 
before  the  livestock  men  on  certain  phases  of  the  work  of  the  depart- 
ment, especially  the  packing  and  stockyards  act,  and  after  I  finished 
I  was  called  back  to  answer  questions  about  this  particular  plaiL 
They  seemed  to  be  very  much  interested  in  it.  The  other  people  I 
did  not  have  an  opportunity  to  see  at  all. 

Senator  Johnson.  Well,  has  your  office,  up  to  date,  considered 
this  proposal  in  the  reports  from  these  business  men? 

Mr.  Wallace.  Our  office  has  not  had  reports,  but  Mr.  Brand,  whom 
I  asked  to  give  some  time  to  this,  has  talked  it  over  with  large  num- 
bers of  business  men,  millers,  packers,  and  other  people  who  have 
to  do  with  the  handling  of  some  of  these  products  that  conceivably 
might  come  under  the  prrovisions  of  the  bill,  and  most  of  them,  I 
think,  make  objections.  That  there  are  difficulties  of  administra- 
tion I  think  is  perfectly  evident.  The  working  out  of  the  details, 
how  we  will  do  this,  and  how  we  will  do  that,  and  how  we  will  do 
the  other  thing— those  questions  instinctively  arise  in  the  minds  of 
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everyone  who  has  anything  to  do  with  the  matter,  just  as  they  arise 
ill  the  minds  of  you  gentlemen  here. 

I  said  to  our  people,  to  Mr.  Brand,  "  Now,  of  course,  people  will 
raise  questions  as.  to  whether  this  can  be  done  or  that  can  be  done, 
but  I  wish  you  would  say  this  to  them,  '  Suppose  we  take  the  affirm- 
ative side.  Suppose  we  recognize  that  something  ought  to  be  done. 
Suppose  we  take  the  view  that  we  are  going  to  see  if  something  can 
be  done.  Instead  of  raising  objections  all  the  time,  and  criticisms  as  to 
why  you  can  not  do  it,  suppose  we  go  ahead  and  try  to  do  something. 
1  think  that  the  state  of  agriculture  is  such  that  we  should  take  the 
affirmative  in  this  thing,  if  we  can  do  it.' " 

I  don't  see  anything  here  that  is  not  going  to  help.  If  there  is 
some  practical  way  to  help,  I  want  to  see  that  done,  because  I  think 
it  is  necessary. 

Senator  Johnson.  There  is  a  reason  for  my  putting  in  this  ques- 
tion. I  understand  that  those  interests  that  I  mentioned,  the  millers 
and  grain  men,  don't  feel  very  kindly  to  the  Norris-Sinclair  bill. 
Now,  what  is  their  attitude  toward  this  bill?  The  farmers  are  a 
little  bit  suspicious  about  them.  If  they  take  kindly  to  anything, 
I  think  we  are  apt  to  be  suspicious. 

Mr.  Wallace.  So  far  as  I  know,  their  attitude  is  just  as  hostile 
as  it  is  to  the  Norris- Sinclair  bill.  I  have  not  found  among  any 
people  who  like  to  pursue  the  established  way  of  handling  things 
any  enthusiasm  for  a  material  change.  Instinctively  they  raise  all 
sorts  of  objections.  •      •   j 

Senator  Johnson.  You  know  in  the  past  when  bills  of  this  kmd 
have  been  before  committees,  I  have  seen  a  number  of  the  men  repre- 
senting these  interests  in  the  committee  opposing  them,  but  they  have 
not  been  here  so  far.  This  is  the  reason  I  want  to  know  from  you 
if  you  think  these  bills  will  be  harmless  to  them? 

Mr.  Wallace.  Well,  I  don't  know  what  you  mean  by  harmless. 
I  will  say  this  to  you  very  frankly,  that  aside  from  those  people  who 
operate  on  margins  of  cost  and  who  undertake  to  maintain  their 
margins  of  cost  whether  prices  are  high  or  low,  I  think  there  is  a 
very  sincere  desire  on  the  part  of  business  men  generally  to  do  any- 
thing that  would  be  possible  to  help  this  agricultural  situation. 
I  don't  believe  I  look  with  the  same  suspicion  on  large  groups  of  busi- 
ness men  that  you  seem  to,  Senator.  Take  the  situation  in  the  North- 
west. Banks  are  failing.  Why?  Because  the  farmers  are  in 
trouble.  That  is  why  most  of  them  are  failing.  It  is  inconceivable 
to  me  that  business  men  who  recognize  that  situation  should  not  be 
just  as  anxious  as  any  of  us  are  to  do  anything  that  is  really  prac- 
ticable and  workable  to  help  the  farm  situation. 

Senator  Gooding.  Mr.  Secretary,  of  course  it  is  expected  that  the 
man  who  is  handling  grain  or  any  other  farm  products  is  going  to 
oppose  the  upsetting  of  the  regular  order.  That  is  only  to  be  ex- 
pected. 

Mr.  Wallace.  Yes,  sir. 

Senator  Gooding.  I  think  we  would  be  doing  that  if  we  were  in 
their  position.  I  have  no  feeling  against  those  men  on  that  matter, 
so  far  as  I  am  concerned,  because  it  is  recognized  as  a  legitimate 
enterprise.  But  the  time  has  come  when  the  farmer  has  got  to  upset 
some  of  these  things  in  some  way  or  another,  and  that  is  what  this 
bill  will  do  to  an  extent,  although  not  so  much  as  the  Norris-Sii-clair 
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bill,  possibly.  Between  the  McNary  bill  and  the  Norris- Sinclair  bill, 
they  are  going  to  take  the  bill  that  is  least  harmful  to  them,  and  that 
is  to  be  expected,  but  I  don't  think  we  are  going  to  give  them  much 
consideration.    We  can  not,  if  we  are  going  to  help  the  farmer. 

Senator  Johnson.  What  I  am  driving  at  is  this:  If  these  men 
that  are  doing  this  business  now  in  grain,  for  instance,  and  livestock 
expect  to  be  in  business  in  the  future,  they  ought  to  come  through 
and  help  our  farmers,  whether  it  is  through  the  Norris-Sinclair  bill 
or  this  bill.  I  can  not  see  why  they  should  be  hostile  to  this  bilt  if 
they  are  convinced  that  this  is  the  best  measure.    Eventually,  this  is 

foing  to  get  into  the  hand?  of  the  Federal  Government  and  fne 
(tates. 

At  the  last  session  of  the  Minnesota  Legislature,  about  nine  months 
ago,  a  bill  was  passed  creating  an  agricultural  credit  bureau,  under 
wiiich  there  has  been  application  made  for  about  $35,000,000,  and  it 
will  probably  be  issued. 

Now,  we  are  just  on  the  brink  of  going  into  this  business  ourselves, 
you  understand,  under  the  Norris-Sinclair  bill,  if  we  are  allowed  to 
do  it.    If  this  bill  is  all  right,  all  well  and  good. 

Senator  Gooding.  We  have,  as  I  understand  it,  about  19,000,000 
people  who  are  making  a  living  out  of  trafficking  in  farmers'  prod- 
ucts. We  have  about  34,000,000  on  the  farms.  Those  19,000,000 
take  about  $2  where  the  farmer  gets  $1.  I  don't  expect.  Senator, 
that  we  are  going  to  get  much  help  out  of  these  19,000,000  people. 
We  are  all  controlled  more  or  less  by  selfish  motives,  and  that  should 
not  make  any  difference  with  us  at  all.  The  only  thing  for  us  to  do, 
as  I  see  it,  is  to  go  ahead  and  relieve  agriculture,  and  I  think  we 
have  got  to  put  some  of  these  people  out  of  business  in  order  to  do 
it.     The  farmer  has  got  to  have  help  from,  some  source. 

Senator  Johnson.  Well,  I  am  with  you  on  that. 

The  Chairman.  Now,  Mr.  Secretary,  this  bill,  the  so-called  Mc- 
Nary bill,  does  not  pretend  to  eliminate  any  of  the  expense  that 
attaches  to  the  farmer's  product  from  the  time  he  produces  it  until 
it  reaches  the  consumer,  in  the  way  of  the  elimination  of  middle- 
men, etc.,  at  least  directly.  It  may  indirectly  affect  some  of  them. 
What  I  am  trying  to  reach  is,  the  bill  does  not  undertake  to  reduce 
the  cost  of  the  marketing  of  farmers'  products.     Is  not  that  true? 

Mr.  Wallace.  Well,  I  am  rather  of  the  opinion  that  the  authority 
in  the  bill  is  broad  enough  to  do  anything  of  that  sort.  Senator.  I 
mean  there  is  authority  here.  Now,  here  are  the  powers  in  the  two 
bills.  I  just  had  a  parallel  drawn  between  the  two,  trying  to  get  a 
comparison. 

First,  as  to  the  purposes  set  forth  in  the  two  bills : 

The  purpose  in  the  one,  the  McNary  bill — 

To  restore  and  maintain  approximately  the  pre-war  normal  relationship  be- 
tween the  prices  of  certain  farm  products  of  which  we  have  an  exportable 
surplus  and  tlie  general  price  level  by  purchasing  the  surplus  over  and  above 
what  will  sell  at  a  fair  price  on  the  domestic  market,  and  disposing  of  the 
surplus  abroad  at  the  highest  prices  obtainable,  assessing  the  losses  from 
foreign  sales  and  the  costs  of  operation  in  the  case  of  each  commodity  to  the 
producers  of  that  commodity. 

Now,  here  are  the  purposes  as  set  forth  in  the  Norris  bill : 

To  provide  a  market  for  the  sale  of  agricultural  products  and  to  eliminate 
as  far  as  possible  the  commissions  and  charges  that  are  exacted  upon  agricul- 
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tural  products  from  the  time  such  products  leave  the  producer  until  the  same 
reach  the  consumer,  and  to  thereby  increase  the  price  which  the  producer 
received  and  decrease  the  price  which  the  consumer  pays. 

Now,  as  to  the  powers : 

In  the  McNarv  bill  the  commission  has  power  to  acquire,  construct, 
maintain,  and  dispose  of  or  acquire  rights  of  operation  of  (1)  storage 
warehouses  for  basic  agricultural  commodities;  (2)  facilities  for 
transportation  (otherwise  than  as  a  common  carrier)  in  connection 
with  the  storage  of  such  commodities,  except  that  no  such  facilities 
shall  be  acquired  by  purchase  or  construction  without  the  approval 
of  the  commission:  and  (3)  facilities  for  processing  such  com- 
modities. 

(b)  To  make  contracts  for  the  processing  of  basic  agricultural  commodities 
held  by  the  corporation. 

(c)  To  conduct  the  business  of  furnishing  storage  facilities  for  basic  agri- 
cultural commodities. 

(d)  To  make  advances  directly  to  any  person  if  the  notes  and  bonds  or  other 
evidences  of  indebtedness  representing  such  advances  are  secured  by  warehouse 
receipts,  etc. 

(e)  To  acquire,  hold,  and  dispose  of  certificates  of  indebtedness  or  interest 
of  any  person  received  as  security  for  advances  on  basic  agricultural  commod- 
ities or  received  in  payment  of  the  purchase  price  of  such  commodities  sold  by 
the  corporation. 

(f)  To  buy  and  sell  foreign  money  for  the  purpose  of  avoiding  the  risk  of 
fluctuations  in  exchange. 

The  powers  in  the  Norris  bill  are : 

(1)  To  build,  buy,  or  lease,  and  operate  elevators  and  storage  warehouses. 

(2)  To  buy  agricultural  products  from  any  person  within  the  United  States, 
and  to  sell  such  products  to  any  person  within  the  United  States,  or  to  any 
person  or  to  any  government,  or  subdivision  of  government  without  the  United 
States. 

(3)  To  act  as  agent  of  any  person  producing  or  dealing  in  agricultural 
products. 

Which  is  the  same,  in  substance. 

(4)  To  make  advances  for  the  purpose  of  assisting  any  person  in  financing 
the  sale,  or  exportation  and  sale  of  such  agricultural  products,  but  in  no  case 
shall  any  of  the  money  so  advanced  be  expended  without  the  United  States. 

I  don't  see  that  there  is  very  much  difference  in  the  powers  con- 
ferred by  the  two  bills. 

The  Chairman.  Now,  is  it  not  contemplated  in  the  McNary  bill 
that  the  operations,  as  far  as  livestock  or  any  other  agricultural 
products  are  concerned,  shall  be  in  substance  confined  to  the  surplus 
products? 

Mr.  Wallace.  Yes. 

The  Chairman.  That  is  impoi*tant,  is  it  not,  to  take  note  of?  If 
they  carried  out  that  idea  and  confined  themselves  to  the  surplus 
products  only,  it  would  follow,  would  it  not,  it  would  not  reduce  the 
cost  of  distribution  to  the  American  consumer  at  all? 

Mr.  Walt^ce.  Well,  I  think  on  that  you  are  probably  right.  It  is 
your  thought  that  in  the  Norris  bill  the  Government  should  go  into 
the  business  of  handling  all  of  the  farm  commodities,  buying  and 
selling,  and  eliminate  all  of  the  middlemen? 

The  Chairman.  No;  not  necessarily  all.  It  would  depend,  I 
should  think,  on  circumstances.  If  the  corporation  was  set  up  there 
trying  to  carry  out  the  intent  of  the  bill,  they  would  confine  their 
operations  to  such  things  as  needed  assistance,  but  when  they  did 
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go  into  that  thov  would  not  be  confined  to  the  exportable  part  of  it. 
but  it  would  be^their  duty  to  deal  in  enough  of  it  in  the  American 
market  to  at  least  to  a  great  extent  control  the  American  market  by 
preventing  commissions  and  profits  to  be  attached  as  the  thing 
travels  from  the  producer  to  the  consumer. 

Mr.  Wallace.  That  is  on  the  assumption  that  the  Government 
corporation  could  do  that  cheaper  than  it  is  now  being  done. 

The  Chairman.  Yes.  Now,  let  me  ask  you  this.  Admitting  that 
it  may  be  the  necessary  and  desirable  thing  to  do,  would  not  the 
effect  of  the  McNary  bill  necessarily  be  that  if  it  increased  the  money 
that  the  producer  receives  for  the  product,  that  entire  increase,  as 
long  as  you  do  not  eliminate  this  machinery  and  profit  that  exists, 
would  have  to  be  paid  by  the  American  consumer,  and  would  it  not 
follow,  then,  that  the  co*st  of  living  would  be  increased  if  that  bill 
were  put  on  the  statute  books  and  carried  out  in  good  faith. 

Mr.  Wallace.  Presumably,  but  you  must  remember  this,  that  the 
purpose  or  the  underlying  principle  is  that  the  producer  of  agricul- 
tural products  shall  get  a  price  not  measured  in  dollars  and  cents, 
but  a  price  measured  in  purchasing  power  as  related  to  the  prices 
of  other  things.  So  that,  presuming  that  the  thing  can  be  carried 
out,  the  effect  would  never  be  to  put  the  consumer  at  a  disadvantage 
as  compared  with  the  producer.  The  only  effect  is  to  preserve  a  fair 
relationship   between   the   two.  .  . 

The  Chairman.  Yes.  I  am  assuming  that,  and  I  am  not  criti- 
cizing that,  but  if  you  do  not  eliminate  any  of  this  what  I  think 
is  unnecessary  machinery,  the  cost  of  which  is  attached  to  the  prod- 
uct as  it  travels  from  the  producer  to  the  consumer,  the  consunier 
would  have  to  pay  more,  and  the  cost  of  living  would  necessarily 
be  increased.  Would  that  not  follow  ? 
Mr.  Wallace.  Well,  possibly. 

The  Chairman.  Now,  then  assuming  that  to  follow,  would  not  this 
be  the  next  step,  that  wages  would  have  to  be  increased  to  nieet  that, 
and  would  we  not  expect  to  do  that  on  the  railroads,  for  instance? 
Would  there  not  be  a  demand,  and  would  they  not  have  a  right 
to  make  a  demand,  if  the  cost  of  living  goes  still  higher,  that  their 
wages  should  go  still  higher,  and  that  having  been  done  now,  and 
carried  out,  which  I  think  would  be  brought  about,  would  not  we 
then  come  back  to  where  we  started,  and  would  we  not  have  to  in- 
crease the  price  of  the  products  of  the  farmer  still  higher  in  order 
that  he  might  meet  this  increased  cost  of  labor,  and  would  we  not 
be  traveling  in  a  circle  after  all?  . 

Mr.  Wallace.  Well,  possibly.  I  declare  I  can  not  foretell  all 
those  things  that  might  happen.  I  am  very  frank  to  say  I  do  not 
assume  that  amount  of  knowledge. 

The  Chairman.  What  consideration  has  your  department  given 
to  the  question  of  freight?  That  is  called  to  my  attention  by  the 
question  I  just  asked  you.  Do  you  think  that  freight  rates  have  a 
good  deal  to  do  not  only  with  the  small  amount  that  the  farmer  gets 
for  his  product,  but  the  large  amount  that  the  consumer  has  to  pay? 
Is  not  that  one  of  the  big  items? 

Mr.  Wallace.  It  is  one  of  the  burdens,  of  coui-se.  Increased 
freight  rates  is  just  one  of  the  additional  burdens.  I  don't  think 
the  freight  rates  influence  the  price  level,  but  it  has  added  that 


362 


PURCHASE   AND   SAI.E   OF   FARM   PRODUCTS. 


much  additional  burden.  There  is  no  question  about  that.  It  is 
one  added  expense  of  production,  because  it  is  really  a  large  expense 
of  production. 

The  Chairman.  Don't  you  think,  considering  the  two  or  three 
questions  that  I  have  just  asked  you,  that  the  enactment  of  the 
SfcNary  bill  would  mean  ultimately  an  increase  in  freight  rates, 
and  would  cause  the  cost  of  living  to  go  up? 
Mr.  Wallace.  Well,  I  should  hope  not. 
The  Chairman.  We  all  hope  that. 

Senator  Gooding.  Mr.  Chairman,  I  have  not  quite  understood 
some  of  your  questions.  How  do  you  figure  the  McNary  bill  would 
increase  the  cost  of  living? 

The  Chairman.  Because  it  is  going  to  increase  the  price  that  the 
farmer  gets,  and  it  is  not  going  to  eliminate  any  of  the  useless 
machinery. 

Senator  Gooding.  Yes;  I  understand  that  now.  You  are  quite 
right  about  that.  I  don't  think  there  is  any  doubt  about  that.  It  is 
going  to  increase  the  cost  of  living,  and  so  will  your  bill,  so  far  as 
that  is  concerned,  if  you  improve  the  condition  oi  agriculture. 

The  Chairman.  No  ;  that  is  not  the  theory  at  all.  Senator.  One  of 
the  fundamental  things  involved  in  that  bill  is  the  elimination  of 
costs  between  the  producer  and  the  consumer.  It  does  not  meet  all 
of  them.  I  concede  that.  It  does  not  meet  the  freight  question,  ex- 
cepting on  exports.  It  would  reduce  the  freight  on  exports  very  ma- 
terially. It  tries  to  eliminate — and  it  seems  to  me  we  must  eliminate 
in  some  way — the  cost  that  attaches  to  the  products  after  they  are 
produced  and  before  they  reach  the  consumer. 

Mr.  Wallace.  Senator,  what  do  you  consider  are  the  elements  of 
these  costs? 

The  Chaikman.  Well,  freight  is  one  of  the  big  elements,  and  com- 
missions on  sales.  For  instance,  I  understand,  while  that  is  not  cov- 
ered by  the  bill,  but  I  think  of  it  now  because  it  is  fresh  in  every- 
body's mind,  in  the  case  of  coal,  that  everybody  has  to  have,  it  is 
sold  five  or  six  times  between  the  time  it  is  mined  and  the  time  the 
consumer  gets  it.  That  is  true  of  most  all  of  our  products,  whether 
they  are  covered  by  either  of  these  bills  or  not.  Everybody"  makes  a 
profit,  and  he  has  a  right  to  make  a  profit,  if  he  sells  it,  and  there 
are  a  lot  of  fellows  that  sell  it  without  ever  seeing  it,  without  ever 
even  handling  it.  I  understand  that  some  of  the  big  corporations 
have  subsidiary  corporations  that  sell  the  product  four  or  five  times 
themselves,  from  one  to  the  other,  and  always  make  a  profit,  of 
course.  Is  not  the  cost  of  distribution  of  everything  too  high? 
Regardless  of  whether  they  are  getting  a  fair  profit  or  not,  are  we 
not  faced  with  this  proposition,  that  we  have  got  to  reduce  the  cost 
of  distribution  if  we  are  going  to  a  fiord  any  permanent  relief  to  the 
farmers  ? 

Mr.  Wallace.  The  cost  of  distribution  has  certainly  increased  tre- 
mendously as  compared  with  pre-war.  What  are  the  elements  that 
enter  into  that  cost  of  distribution?  Take  freight,  for  example. 
Why  have  we  got  higher  freight  rates? 

The  Chairman.  Well,  if  you  are  asking  me  the  question,  there  are 
a  good  many  reasons  why  we  have  too  high  freight  rates.  First, 
there  are  railroad  men  getting  $75,000  a  year.    That  is  more  than 
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any  man  on  earth  is  worth,  I  don't  care  what  his  business  is.  Some 
of  the  biggest  cooperative  institutions  in  the  world,  that  do  more 
business  than  any  one  railroad  in  the  world,  have  men  at  the  head  of 
them  that  are  getting  $5,000  to  $6,000  a  year. 

Second,  all  these  railroads  are  in  politics.  That  is  one  of  the  rea- 
sons given  why  we  should  not  have  Government  ownership,  but  my 
desk  is  covered  with  letters,  coming  from  business  men  all  over  my 
State,  praying  and  begging  that  under  no  circumstances  must  we 
change  a  word  in  the  Esch-Cummins  law,  and  when  I  write  to  them 
and  ask  them  what  they  know  about  the  Esch-Cummins  law  a  large 
percentage  of  them  say  they  don't  know  anything  about  it.  They 
say,  "  I  wrote  that  letter  because  the  attorney  for  the  Union  Pacific 
Railroad  or  some  other  railroad  came  into  my  office  and  talked  with 
me  about  it  and  asked  me  to  write  the  letter,"  and  in  many  cases  they 
say,  "  He  wrote  the  letter  that  I  signed."  I  find  that  they  are  going 
all  over  the  country  doing  that.  It  must  cost  them  thousands  and 
thousands  of  dollars  to  keep  a  lot  of  high-priced  men,  lawyers,  trav- 
eling around  seeing  business  men  to  induce  them  to  write  to  Members 
of  Congress. 

Those  ai-e  things  that  in  themselves  are  little  and  trifling,  possibly, 
but  you  put  a  whole  lot  of  trifles  together  and  in  the  aggregate  you 
have  something  enormous. 

Then  we  have  a  rate  fixed  by  the  Intei*state  Commerce  Commission 
based  on  the  valuation  of  a  railroad  that  is  nothing  in  the  world  but 
a  guess.  My  own  idea  is  that  while  there  is  a  lot  of  honest  dispute 
as  to  what  items  should  go  in  in  fixing  the  valuation  of  public 
utilities  corporations,  there  are  a  whole  lot  of  items  included  in  it 
that  ought  to  be  excluded.  I  don't  believe  that  a  public  utility  cor- 
poration, after  it  has  paid  a  reasonable  dividend  upon  its  invest- 
ment, should,  for  instance,  be  allowed  to  accumulate  a  big  surplus 
and  eventually  set  that  aside  and  distribute  it  amongst  its  stock- 
holders as  a  stock  dividend.  That  would  be  all  right  in  an  ordi- 
naiy  business  corporation,  but  in  a  corporation  that  is  semipublic, 
that  has  the  right  of  eminent  domain,  it  must  follow,  if  we  are  fair, 
that  they  ought  to  be  allowed  to  produce  only  a  reasonable  profit, 
and  all  over  that  ought  to  go  to  the  public.  That  permits  them  to 
operate  almost  like  a  governmental  institution. 

I  think  those  are  some  of  the  things  that  enter  into  your  freight 
rates. 

Senator  McKinley.  You  have  said  nothing  at  all  about  labor. 
Labor  is  one  of  the  very  big  items  of  cost  of  operating  a  railroad.  The 
fact  that  the  price  of  labor  now  is  two  and  a  half  times  what  it  was 
before  the  war,  does  that  have  anything  to  do  with  it? 

The  Chairman.  Yes,  sir:  it  does  have  a  great  deal  to  do  with  it, 
and  very  legitimately,  and  I  think  if  we  pass  the  McNary  bill  ulti- 
mately, if  it  works  like  the  fellows  behind  it  think  it  will,  we  will 
have  to  increase  the  cost  of  labor  on  the  railroads  still  higher  be- 
cause it  seems  to  me  the  cost  of  living  is  bound  to  go  up.  Now,  we 
have  from  all  over  the  West  a  freight  rate  on  wheat  where  it  comes  in 
competition  with  Canadian  wheat  a  good  deal  higher  in  the  United 
States  than  in  Canada.  That  is  a  government -owned  railroad  and 
may  be  doing  it  at  a  loss,  and  maybe  the  railroads  now,  if  we  were  to 
cut  down  freight  rates,  cut  them  in  two  in  the  middle  would  often 
have  to  operate  at  a  loss.    If  the  Government  would  contribute  that 
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loss  out  of  the  Government  treasury,  or  if  it  owned  them,  so  that 
tiiat  loss  could  be  distributed  in  some  way  in  general  taxation,  would 
not  that  break  that  circle  that  we  are  bound  to  and  are  traveling  in? 
Any  increase  that  the  farmer  gets  the  consumer  pays.  Labor  then 
demands  an  increased  wage  and  gets  it  and  then  the  farmer  is  out 
of  joint  again  as  a  producer.  You  increase  it  again  and  increase 
wages  again.  If  we  want  to  get  back  to  normal  we  must  break  that 
circle  somewhere,  and  it  seems  to  me  a  good  place  to  break  it  is  in 
freight  rates.  If  it  were  once  broken,  instead  of  increasing  the 
cost  of  living  and  increasing  the  cost  of  wages,  when  the  cost  of 
living  goes  down,  wages  would  go  down  with  it.  Somebody  has  got 
to  stand  the  loss,  it  seems  to  me,  in  that  circle,  if  we  ever  do  break  it. 

I  don't  like  to  testify,  but  the  Secretary  asked  me  that  question. 
I  have  not  fully  answered  it  yet. 

Senator  McKinley.  As  I  gather,  your  idea  is  that  transportation 
is  largely  the  cause  of  the  trouble? 

The  Chairman.  It  is  one  of  them.  Senator.    It  is  one  of  the 

big  items.  ,         ,      ,  -,  ,  ,  u 

Senator  McKinley.  And  that  any  loss  should  be  made  up  by 

general  taxation.  «•  •     ai 

The  Chairman.  In  my  judgment,  if  the  railroads  were  etticiently 
operated  and  would  confine  themselves  to  the  operation  of  rail- 
roads instead  of  running  the  Government,  we  would  not  have  any 
surplus  to  make  up  by  general  taxation. 

Senator  McKinley.  Efficiently  operated,  then,  would  be  for  the 
Government  to  run  them? 

The  Chairman.  If  it  could  not  keep  them  out  of  politics  any 
better  than  they  are  kept  out  now  it  would  be  a  bad  job.    I  don  t 

think  it  could  be  any  worse.  .        • -,  ^.    .  ^t. 

Senator  Johnson.  The  Senator  from  Illinois  said  that  the  wages 
of  the  railroad  people  are  two  and  a  half  times  what  they  were 
previous  to  the  war.  I  really  wonder  if  that  is  correct?  I  have 
talked  with  many  conductors  that  are  getting  $190  a  month,  and 
some  freight  engineers.  They  have  the  highest  wages.  .  ,  ^,  ^ 
Senator  McKinlef.  I  don't  think  the  trainmen  were  raised  that 

Senator  Johnson.  They  were  the  highest,  two  and  a  half  times. 

Senator  McKinley.  That  was  the  men  below  them,  Senator. 

The  Chairman.  I  think  there  have  been  specific  instances  where 
a  man  was  labeled  as  a  laborer  before,  and  put  into  some  scientific 
classification,  where  the  wages  went  up  that  much,  but  as  a  class 
they  have  not  gone  up  anywhere  near  like  that.  .       •  i.  j 

Senator  Gooding.  The  average  at  the  present  tme,  as  furnished 
me  by  the  Interstate  Commerce  Commission,  taking  all  labor, 
including  division  and  general  officei-s,  is  120  per  cent  higher  on  the 
railroad  than  pre-war  prices.  That  is  the  average.  It  has  been 
up  to  as  high  as  145  per  cent,  but  there  has  been  some  reduction. 
I  think  there  was  an  increase  of  5  per  cent  made  just  the  other 
day  by  the  New  York  Central,  but  there  has  been  some  reduction. 
I  think  there  was  an  increase  of  5  per  cent  made  just  the  other 
day  by  the  New  York  Central  without  even  consulting  the  labor 

board  in  Chicago.  . 

Sc^nator  Owen.  Is  that  120  per  cent  the  present  wage  or  the  in- 
crease ? 
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Senator  Gooding.  120  per  cent  above  the  pre-war  price,  taking 
the  pre-war  price  at  100  per  cent. 

Senator  Owen.  That  is  20  per  cent  increase? 

Senator  Gooding.  No;  120  per  cent  increase.  Taking  100  per 
cent  as  the  pre-war  price,  the  present  price  is  220  per  cent. 

Senator  Johnson.  Mr.  Chairman,  we  are  not  discussing  this  ques- 
tion, but  have  you  seen  the  reports  of  the  net  earnings  of  three  or 
four  of  the  biggest  railway  companies  that  have  their  head  offices 
here  in  the  East  ?     You  will  find  how  big  the  net  earnings  have  been. 

The  Chairman.  If  they  would  get  out  of  politics  and  run  rail- 
roads, instead  of  trying  to  run  us,  and  do  the  same  thing  in  all  the 
States,  they  would  save  a  lot  of  money.  I  don't  know  how  much, 
but  it  would  be  an  enormous  saving. 

Senator  Gooding.  Mr.  Chairman,  I  want  to  say  this,  and  I  think 
we  all  agree  on  it.  The  general  condition  of  agriculture  is  very 
serious  and  ought  to  be  helped.  I  agree  with  the  Chairman  very 
fully  that  the  cost  of  marketing  and  distribution  of  farm  products 
has  got  to  be  lowered  in  one  way  or  another.  I  doubt  if  it  would  be 
wise  at  this  time,  however,  to  pass  legislation  that  would  upset  all  of 
the  marketing  conditions.  I  believe  that  the  only  way  that  you  can 
reduce  the  cost  of  living  in  this  country  is  by  upsetting  marketing 
conditions  in  some  way  or  another,  but  I  think  it  has  got  to  be  done 
largely  through  organization  on  the  part  of  the  farmer.  He  has  got 
to  get  nearer  to  the  consumer  than  he  is  at  the  present  time.  If  he 
can  be  encouraged  in  every  way  to  bring  about  these  organizations, 
and  can  be  made  master  over  his  own  products  and  his  own  labor 
and  his  investment  he  would  be  in  exactly  the  same  position  that  the 
steel  people  and  other  people  are  in  who  are  able  to  pass  their  in- 
creased cost  of  production  on  to  the  consumer.  I  would  be  glad  if 
legislation  such  as  you  propose  could  be  passed,  but  I  doubt  whether 

it  can  be  passed. 

The  Chairman.  That  is  said  all  along.  Senator,  and  I  think,  mv- 
self,  there  is  doubt  whether  it  can  be  passed  or  not.  That,  I  take  it, 
is  not  any  criticism  of  the  bill,  but  criticism  of  the  men  who  have  to 
pass  on  it. 

Senator  Gooding.  I  don't  think  the  country  is  quite  ready  for  this, 
in  some  way  or  another.  They  have  not  likely  studied  this,  and  you 
don't  know  much  about  anything  unless  you  get  down  and  study  it. 
That  is  one  reason  why  I  think  it  is  not  so  easily  disposed  of.  There 
are  those  questions,  and  it  proposes  a  very  radical  change  in  the  con- 
dition of  affairs  of  the  country  in  the  matter  of  handling  farm 
products.  I  am  in  hopes  that  we  will  be  able  to  get  together  and 
work  out  something  in  this  committee.  Maybe  w^e  can  take  all  of 
these  bills  and  work  out  some  relief.  I  have  a  bill  that  I  think  will 
give  them  immediate  relief,  but  I  doubt  if  we  will  be  able  to  pass  it, 
so  I  am  not  going  to  waste  any  time  or  talk  or  comment,  or  ask 
the  committee  to  give  it  any  time,  so  far  as  hearings  are  concerned. 
I  may  ask  the  committee  to  report  without  recommendation.  I  know 
as  a  farmer  myself — that  is  all  I  have  done  all  my  life — that  agri- 
culture is  facing  an  impossible  condition  and  can  not  carry  on  and 
we  have  got  to  do  something  to  help  out,  not  only  as  far  as  the 
farmer  is  concerned,  but  the  whole  country  can  not  go  on  in  the  con- 
dition of  agriculture,  because  it  is  the  basic  industry  of  the  country, 
and  we  have  got  to  do  something  to  relieve  it.     There  is  no  doubt 
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about  that  in  my  mind.  If  I  can  not  get  what  I  want,  I  am  willing 
to  take  something  that  I  think  will  promise  some  relief  to  the 
farmers,  and  I  believe  the  whole  committee  feels  just  the  same  as  I 
do  about  it. 

The  Chairman.  Mr.  Secretary,  I  beg  your  pardon  for  interrupting 
you  at  such  length,  but  I  only  did  it  because  you  asked  me  a  question. 

Mr.  Wallace.  Getting  back  to  the  cost  of  distribution,  it  seems  to 
me  that  every  man  must  recognize  the  tremendous  increase  in  cost  of 
distribution,  and  just  for  the  sake  of  illustrating  one  phase  of  it, 
within  a  very  short  time  after  I  became  Secretary  I  called  in  some  of 
our  people,  and  I  said,  "I  would  like  to  see  if  we  can  not  get  some 
information  concerning  the  cost  of  distribution  of  some  farm  prod- 
ucts that  might  be  helpful,"  and  we  started  an  investigation  as  to  the 
cost  of  distributing  meats,  and  we  are  still  considering  it. 

The  Chairman.  I  wish  you  would  give  us  the  results,  if  you  have 
them,  as  far  as  you  have  gone  in  that  investigation. 

Mr.  Wallace.  Well,  I  don't  like  to  quote  from  memory,  but  the 
result  of  our  preliminary  investigation  of  a  large  number  of  retail 
establishments,  as  I  remember  it,  was  about  this,  that  the  cost  of  re- 
tail distribution  had  about  doubled,  possibly  a  little  more  than  that. 
I  think  about  67  per  cent  of  the  cost  was  wages,  and  that  they  had 
more  than  doubled.  The  increase  in  the  cost  of  ice,  twine,  and  paper, 
as  I  remember  it,  ran  from  75  to  90  per  cent.  The  increase  in  rent 
was  the  least,  as  I  remember  it,  and  it  was  35  per  cent.  After  allow- 
ing for  all  those  increases — speaking  now  of  the  average — the  dealer, 
as  I  remember  it,  had  about  doubled  his  margin.  There  were  a  lot  of 
items  of  expense 

The  Chairman  (interposing).  How  much  was  freight  increased? 

Mr.  Wallace.  We  were  not  dealing  with  freight  at  all.  We  were 
starting  with  the  meat  when  it  got  into  the  retail  shop. 

The  Chairman.  You  did  not  commence  at  the  prod^ucer  ? 

Mr.  Wallace.  No.    I  am  talking  now  of  the  retailer  of  meats. 

Some  people  were  making  a  profit ;  some  people  were  not  making 
any  more  profit  than  they  had  made  before.  There  were  a  lot  of  fac- 
tors that  entered  into  it*  that  we  do  not  always  consider.  I  have  in 
mind  now  two  small  shops  beside  one  another;  small  stores,  I  mean. 
One  of  these  men,  as  I  remember,  was  making  about  $5,000  a  year, 
doing  most  of  the  work  himself.  The  other  man  was  making  barely 
a  living.  The  difference  was  largely  in  the  men.  One  was  courteous, 
studied  the  wants  of  his  customers,  was  a  real  salesman,  and  the  otlier 
was  "  There  it  is ;  take  it  if  you  want  it.  W^at  do  you  want  ?"  That 
enters  into  salesmanship  in  all  lines  of  business. 

The  Chairman.  If  I  might  interrupt  you  there,  that  is  interesting 
and  illimiinating  and  has  a  good  deal  to  do  with  the  question,  I 
think;  but  while  you  were  discussing  the  powers  of  the  so-called 
Norris  bill  did  it  occur  to  you  that  there  was  encouragement  offered 
there  through  this  big  corporation  to  sell  through  cooperative  organi- 
zations? Did  it  not  occur  to  you  that  there  might  be  a  big  saving  in 
the  retail  proposition  if  consumers  would  organize,  and  would  they 
not  organize  if  they  had  some  big  corporation  like  that  that  would 
sell  to  them,  instead  of  dealing  with  wholesalers  and  jobbers,  wlu) 
will  not  sell  to  them,  who  insist  on  selling  somewhere  else,  and  boy- 
cott them  when  they  do  get  into  business?  Would  not  that  help  the 
situation  a  great  deal? 


\^ 


Mr.  Wallace.  Well,  possibly,  Senator.  I  would  have  answered 
a  question  like  that  with  a  great  deal  of  assurance  10  or  15  years 
ago.    I  don't  have  that  same  assurance  now. 

The  Chairman.  I  may  be  wrong  about  it,  you  know,  but  it  seems 
to  me  that  that  ought  to  work. 

Senator  Gooding.  Is  not  that  one  trouble  with  the  countrj'  to-day 
that  we  have  too  many  retailers  in  business  in  proportion  to  our 
population? 

Mr.  Wallace.  A  great  many  people  think  so.  We  find  that  your 
(jhain  stores,  for  example,  distribute  very  much  cheaper  than  your 
single  shops. 

Senator  Johnson.  There  is  a  thing  I  have  studied  very  much 
lately,  because  I  have  been  interested  in  cooperative  concerns,  and 
we  have  not  been  able  to  do  business,  and  you  probably  know  the 
reason  why.  WTien  you  mentioned  the  distribution  of  meat  in 
Washington,  for  instance,  why  is  it  that  eveiy  one  that  has  got 
anything  to  do  with  the  work  of  delivery  and  every  other  branch 
of  that  business  has  to  have  more  pay?  The  reason  they  have  to 
have  more  pay  is  because  their  rent,  their  taxes,  their  clothes,  every- 
thing, even  the  newspapers  and  insurance,  are  higher.  That  is  the 
reason  they  demand  it.  I  have  made  an  investigation  in  St.  Paul 
myself,  where  we  were  going  to  cut  down  the  wages,  but  what  did 
we  find  ?  We  found  a  man  could  not  live  decently  in  St.  Paul  with  his 
wife  and  from  three  to  five  children  unless  he  receives  twenty-three 
hundred  and  some-odd  dollars  a  year,  and  there  was  not  any  of  that 
to  be  set  aside  for  emergencies,  for  illness,  or  hospital  bills  or  any- 
thing of  the  kind.  There  wasn't  anything  left  after  figuring  his 
rent  and  his  grocery  bill  and  his  clothes.  I  didn't  talk  only  to  one, 
but  I  got  it  from  several. 

Mr.  Wallace.  Suppose  you  apply  that  to  the  farmer.  Have  you 
made  similar  figures  as  to  what  the  farmers'  needs  are  ? 

Senator  Johnson.  That  is  what  we  are  trying  to  get  at.  Here 
you  get  a  creamery  check  for  $300,  and  it  costs  $350  to  produce  it. 
Supposing  you  get  a  creamery  check  for  $300.  The  farmer  has  got 
to  work  for  nothing  to  get  that,  if  he  figures  that  he  has  got  to  hav<e 
something  to  put  in  his  dairy  bam,  etc.,  and  his  wife  and  girls  and 
boys  work,  and  as  long  as  they  slave  they  are  all  right,  but  they 
begin  to  get  disgusted,  so  part  of  our  neighbors  in  that  section  of 
Minnesota  went  to  Detroit,  Mich.,  and  went  to  work  for  Henry 
Ford,  but  we  can't  all  work  for  Ford. 

The  Chairman.  I  don't  know  about  that. 

Senator  McKinley.  Mr.  Secretary,  speaking  of  the  cost  of  distri- 
bution, just  in  a  few  words,  is  not  this  about  right  on  Washington 
meat;  that  it  is  delivered  here  by  the  packers  with  the  railroad 
freight  paid  for  about  20  cents  a  pound,  and  isn't  it  delivered  to 
you  or  to  me  at  about  40  cents  a  pound  ? 

Mr.  Wallace.  I  don't  like  to  answer.  Senator,  without  checking 
up  m}'  figures.  We  can  give  you  that  information  in  considerable 
detail  if  you  want  it,  but  I  don't  trust  my  memory  on  figures  as  I 
used  to. 

Senator  Gooding.  Of  course,  you  can  talk  about  too  many  middle- 
men, but  we  have  too  many  storekeepers  also. 
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Senator  Ladd.  There  is  one  point,  Mr.  Secretary,  that  1  would  like 
to  have  just  a  bit  of  information  on. 
Page  24,  section  303 : 

It  shall  be  the  duty  of  every  purchaser  of  any  such  commodity  to  tender, 
and  of  every  producer  to  accept,  as  a  part  of  the  purchase  price  an  amount 
of  scrip,  etc. 

Suppose  a,  farmer  brings  into  my  home  city  in  Fargo  a  half 
dozen  hogs  for  the  meat  market,  and  another  farmer  brings  in  a  load 
of  wheat  to  the  mill ;  does  it  mean  that  when  he  sells  his  hogs  to  the 
meat  market,  or  when  he  sells  that  load  of  wheat  to  the  mill  he  must 

take  that  scrip  'i  ,  i 

Mr.  Wallace.  Well,  Senator,  I  can  not  undertake  to  answer  those 
<|uestions.    The  coiT)oration  has  got  to  work  out  all  of  those  things. 

Senator  Ladd.  They  can  not  go  outside  of  the  law. 

Mr.  Wallace.  No;  but  they  can  follow  the  law. 

Senator  Ladd.  That  means  to  the  farmer  of  North  Dakota,  if  he 
takes  his  wheat  to  the  mill,  if  I  understand  it  correctly,  he  has  got 
to  furnish  the  capital  to  run  that  mill  on  until  the  next  year ;  until 

they  settle.  ,         .     ^  .   ,  u       ^ 

Mr.  Wallace.  If  I  felt  that  way  about  it,  I  certainly  would  not 

support  this  bill. 

The  Chairman.  Right  on  that  point,  if  you  will  excuse  me,  Sena- 
tor. I  wonder  if  the  Senator  from  North  Dakota  has  the  same  idea 
about  that  that  I  have  about  that.    I  don't  see  the  point. 

Senator  Ladd.  I  don't  know  but  what  I  am  stupid. 
The  Chairman.  I  don't  know  but  what  you  may  be  entirely 
right.  I  am  just  seeking  light.  My  idea  is  that  the  miller  or  the 
fellow  who  bought  the  hogs  to  get  that  scrip  would  have  to  put  up 
the  money  to  the  postmaster,  so  that  he  would  not  make  anything  on 
it.   He  would  have  to  put  up  the  whole  thing. 

Senator  Gooding.  I  would  like  to  ask  the  secretarj^  if  there  is  any- 
one in  his  office  who  has  studied  those  things. 

Mr.  Wallace.  You  will  find  in  the  hearings  before  the  House  com- 
mittee some  testimony  by  Mr.  Brand  which  embraces  the  results  of 
his  investigation.    I  am  sorry  he  is  not  here  now  to  come  befoi*e  you. 

Senator  Ladd.  On  page  25,  Mr.  Chairman,  it  says :  "  In  lieu  of 
such  scrip  the  corporation  may  provide  for  the  filing,  under  oath,  of 
monthly  returns,"  which  would  not  necessitate  the  purchasing  of  such 
scrip.    That  is  what  I  was  getting  at.  ,       -.,   ^^ 

Senator  McNary.  Mr.  McHugh,  who  has  had  much  to  do  with  the 
drafting  of  these  bills,  was  employed  as  a  member  of  the  Senate  legis- 
lative drafting  service,  and  he  can  possibly  answer  the  question. 

Mr  McHuGH.  I  can  answer  the  Senator  from  North  Dakota. 
Scrip  to  the  amount  which  will  be  determined  by  the  commission  will 
be  purchased  by  the  elevator  man  and  if,  for  example,  the  ratio  price 
of  wheat  has  been  determined  at  $1.50,  the  elevator  man  will  tender 
$1.25  in  cash  and  25  cents  in  scrip.  ,     o       .      i:         xt    ^i. 

The  Chairman.  Explain  that  clause  that  the  Senator  from  North 
Dakota  just  read  in  answer  to  me.  I  mean  the  one  he  read  last. 
What  is  meant  by  paragraph  (d)  in  section  303  ? 

Mr.  McHuGH.  It  is  my  understanding,  Senator,  that  under  cer- 
tain circumstances,  if  you  have  cooperative  organizations  and  big 
elevators  buying  huge  quantities,  the  elevator  will  send  a  return  to 


Vi 


the  corporation  indicating  that  they  have  purchased  so  much  wheat 
from  various  persons,  a  consolidated  return,  and  relieve  the  farmer 
then  of  any  duty  to  buy  this  scrip. 

The  Chairman.  The  farmer  does  not  buy  the  scrip.    The  dealer 

has  to  buy  the  scrip. 

Mr.  McHuGH.  Yes ;  the  dealer  has  to  buy  the  scrip. 

The  Chairman.  Would  it  not  follow  that  Senator  Ladd  is  right, 
that  oiit  of  the  full  price  for  the  product,  whatever  it  may  be,  he  is 
keeping  back  a  certain  amount,  and  he  could  use  it  in  operating  his 
business  and  would  not  have  to  pay  until  the  end  of  the  season  ? 

Senator  Ladd.  There  is  still  another  point  I  would  like  to  have 
cleared  up  in  my  mind.  The  elevator  gives  him  scrip  for  25  cents,  we 
will  say.  The  man  who  bought  that  from  the  post  office  had  to  pay 
25  cents  for  the  scrip. 

Mr.  McHugh.  Yes,  sir. 

Senator  Ladd.  And  the  farmer  accepts  it,  and  when  it  comes  time 
to  settle  at  the  end  of  the  year  he  only  gets  10  cents.  AVho  is  going 
to  make  up  the  difference  of  15  cents? 

Mr.  Wallace.  He  got  the  difference  in  the  price  he  got  for  his 
domestic  wheat. 

Senator  Ladd.  He  pays  the  postmaster  25  cents. 

The  Chairman.  And  the  postmaster  pays  it  in  to  the  corporation. 
If  he  only  gets  10  cents  it  means  that  15  cents  is  his  proportion  and 
share  of  the  loss. 

Senator  Ladd.  Then  it  is  true  that  somebody  has  been  furnishing 
money  without  interest. 

The  Chair3ian.  Senator  Ladd  asks  about  when  he  does  not  give 
any  scrip. 

Mr.  McHuGH.  As  I  remember  the  point,  I  think  Mr.  Brand  sug- 
gested this  was  put  in  to  cover  cases,  I  believe,  for  instance,  such  as 
m  the  case  of  hogs,  where  it  might  not  be  possible  to  issue  scrip  on 
a  particular  thing,  and  they  could  do  it  by  wholesale  buying  and 
selling,  and  they  could  really  assess  the  cost  without  the  use  of  scrip. 

The  Chairman.  Yes ;  but  who  puts  up  that  money  ?  Suppose 
there  is  a  loss,  liow  are  you  going  to  get  the  proportionate  loss  until 
you  settle  up  at  the  end  of  the  year,  if  there  has  been  any  loss  ?  He 
pays  a  certain  amount  to  the  producer  of  the  wheat  or  hogs,  or 
whatever  it  may  be,  and  he  holds  out  a  certain  amount.  He  has 
that  money,  even  though  he  is  good  for  it  and  puts  it  up  at  the  end 
of  the  year.  He  has  the  use  of  that  money  for  the  year  without 
paying  any  interest. 

Senator  McKinley.  Suppose  he  has  to  put  it  up  and  it  goes  the 
other  way.    l^Tio  pays  the  loss? 

The  Chairman.  If  he  has  paid  it,  then  certainly  no  complaint  can 
be  made.  That  is  the  reason  they  take  out  of  the  farmer's  product 
that  he  brings  in  this  amount  that  is  given  to  him  in  scrip,  but 
that  is  paid  for  just  the  same  and  the  money  is  put  up  for  it  by  the 
dealer.  He  pays  the  full  price,  and  that  money  goes  into  the  cor- 
poration in  order  to  help  bear  the  loss  that  is  going  to  come  on  this 
product.  I  can  see  that  plainly,  but  if  he  does  not  put  up  the 
mone}',  how  are  you  going  to  cover  the  loss  ? 

Senator  McKinley.  Suppose  one  farmer  sold  to  a  dealer  and  was 
paid  in  cash,  and  suppose  another  farmer  got  25  cents  in  scrip.    The 
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man  who  took  the  scrip  stands  a  loss  of  15  cents  and  the  other  man 

stands  it  all. 

The  Chairman.  But  that  is  not  what  happens.  That  is  not  the 
practice.  The  one  gets  scrip  which  makes  up  the  full  amount  of  his 
sale.  The  other  does  not  get  any  scrip,  and  he  is  not  paid  the  full 
amount,  but  the  buyer  holds  back  what  in  the  other  case  is  given  to 

him  in  scrip.  .  . 

Senator  Nokbeck.  Mr.  Chairman,  maybe  I  am  mistaken,  but  iX 
does  not  seem  to  me  that  the  farmer  is  paid  in  full  in  either  case. 
It  looks  as  though  this  is  a  matter  between  the  grain  elevator  and 
the  grain  corporation,  and  the  whole  question  is  whether  they  shall 
give  scrip  or  some  kind  of  a  certification.  If  the  buyer  does  not 
pay  the  money  they  are  holding  the  buyer  for  the  balance,  whatever 
that  balance  may  be. 

The  Chairman.  Yes;  but  the  buyer,  as  Senator  Ladd  suggests, 

keeps  that  money. 

Senator  Norbeck.  Oh,  he  does? 

The  Chairman.  Yes. 

Senator  Nokbeck.  This  is  simply  permissive.  They  may  do  that 
if  it  is  the  better  plan. 

Senator  (xoomNo.  They  have  got  to  operate  under  the  direction  of 
the  commission,  of  course. 

Senator  Ladd.  But  the  commission  can  not  violate  the  law  ? 

Senator  (jooding.  No.  I  don't  see  w^here  the  dealer  comes  in  at 
all  except  under  the  direction  of  the  commission. 

The  CHAIR3IAN.  The  dealer,  let  us  say,  pays  for  hogs  $10,  $9  in 
cash,  and  there  is  a  dollar  left.  He  keeps  that  dollar  and  does  not 
give  him  scrip  for  it.  If  he  gives  him  scrip,  he  has  to  buy  that  scrip 
from  the  post  office  and  pay  the  dollar  for  it,  and  the  postmaster 
sends  that  dollar  to  the  corporation.  If,  under  paragraph  (d)  he 
does  not  give  him  any  scrip  and  pays  him  only  $9  for  the  $10  hog, 
the  dealer  has  a  dollar  that  belongs  to  the  farmer  in  the  shape  of 
scrip.  Assuming  he  is  good  and  at  the  end  of  the  year  he  is  going 
to  pay  that,  at  least  he  has  the  use  of  that  money  all  the  time. 

Senator  McKini.ey.  Does  not  section  (d)  speak  about  paying  that 
directlv  to  the  corporation? 

The  Chairman.  As  a  dealer  he  does  not  stand  any  loss.  The 
dealer  bought  the  hogs  for  $10. 

Senator  Goodino.  But  the  farmer  stands  his  proportionate  share 

of  the  loss. 

The  Chair3Ian.  The  corporation  ought  to  have  this  dollar  in  order 
to  protect  it  from  that  loss.    Somebody  should  pay  it  to  them. 

Senator  Rai.ston.  Mr.  Chairman,  at  the  beginning  of  our  work 
this  morning  I  made  an  assertion  that  was  rather  humiliating  to  me. 
After  this  long  and  laborious  effort  this  morning,  I  still  do  not 
understand  this  bill,  and  I  am  gratified  to  know  that  there  are  others 
in  the  same  position. 

Senator  McNary.  Mr.  Jewett,  will  you  explain  that? 

Senator  Goodinij.  I  would  like  to  get  through  with  the  Secretary. 
It  is  going  to  take  a  good  deal  of  time.  I  do  not  understand  some 
things  in  this  bill  and  I  would  like  to  have  them  cleared  up. 

Tlie  Chairisian.  Suppose,  Mr.  Jewett,  you  just  make  a  note  of 
that,  and  we  will  call  you  on  the  stand  when  we  get  to  it. 
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Mr.  Jewett.  I  would  like  to  have  each  member  of  the  committee 
make  a  note  of  the  things  they  do  not  understand,  and  I  believe  I 
can  clarify  the  points  to  the  Senators'  satisfaction. 

The  Chairman.  Now,  Mr.  Secretary,  we  beg  your  pardon  for  this 
long  discussion  again.  It  comes  about,  of  course,  because  we  are 
anxious  to  get  light  on  this  particular  bill  that  you  are  not  able  to 

give  us. 

Secretary  Wallace.  It  is  not  surprising  to  me  that  there  is  confu- 
sion, and  a  lot  of  it,  because  you  are  dealing  with  a  veiy  intricate 
problem  here.  A  great  many  of  these  difficulties  have  got  to  be 
worked  out,  and  they  are  difficulties. 

Senator  Ralston.  Mr.  Chairman,  I  wonder  what  the  committee 
would  think  of  the  advisability  of  having  the  chairman  call  to  his 
assistance  two  members  of  this  committee,  to  illustrate — this  just 
occurred  to  me — Senators  Gooding  and  Ladd,  and  the  three  prepare 
a  bill  in  favor  of  agriculture,  to  give  it  relief,  that  they  would  be 
willing  to  lay  before  this  committee  and  ask  it  to  recommend  to 
Congress. 

The  Chairman.  Let  us  finish  with  the  Secretary.  That  is  a  good 
proposal,  I  think,  but  I  hope  you  will  not  put  me  on  anything  of 
that  kind,  because  we  would  not  agree.  We  don't  agree  now,  but 
we  just  have  to  go  on  here,  I  suppose,  and  come  eventually  to  vote 
on  this  proposition. 

Senator  Gooding.  I  want  to  thank  the  Senator  for  considering  my 
name  in  connection  with  such  an  important  matter,  but  we  have  got 
to  go  on  with  our  hearings  and  finish  them  and  then  see  if  we  can 
not  go  into  executive  session  and  fight  this  thing  out.  We  will  come 
to  some  solution  of  this  thing,  I  am  sure.  We  won't  all  agree,  but 
we  will  arrive  at  something. 

Senator  Johnson.  Now,  Mr.  Jewett,  you  made  a  very  able  ex- 
planation of  this  scrip  proposition  the  other  day,  but,  Mr.  Secretary, 
he  started  in  down  at  Kansas  City  and  probably  before  he  got 
through  he  admitted  he  would  have  20  cents  on  wheat.  The 
fluctuations  on  grain  of  course  go  up  and  down.  Now,  for  fluctua- 
tions of  20  cents  and  25  cents  it  would  be  all  right,  but  when  it  comes 
to  other  commodities,  where  they  can  go  up  and  down  a  dollar  a 
day,  what  would  we  likely  have  there  on  scrip  if  this  bill  should  go 
through? 

Mr.  Wallace.  I  have  not  given  a  thought  to  those  details,  Senator, 
and  I  can  not  answer  you.  Those  are  all  questions  that  have  to  be 
worked  out  by  the  corporation. 

Senator  Johnson.  Is  it  not  a  fact,  then,  that  this  would  be  a 
mighty  complicated  measure  that  the  farmers  would  not  under- 
stand? They  will  be  suspicious  about  it,  like  the  income  tax.  It 
would  take  a  Philadelphia  lawyer  to  understand  it.  It  ought  to  be 
more  plain,  and  I  hope  somebody  will  work  out  something  more 
plain. 

Mr.  Wallace.  Senator,  you  are  dealing  with  a  problem  here  of 
almost  inconceivable  magnitude  and  difficulty,  and  I  don't  see  how 
you  can  work  out  all  these  details  and  express  them  in  the  law.  The 
principle  underlying  this  is  simply  this,  to  try  to  get  the  farmers' 
purchasing  power,  or,  rather,  the  purchasing  power  of  the  farmers' 
products,  of  which  he  produces  an  exportable  surplus,  into  a  fair 
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relation  with  the  prices  of  the  things  he  has  to  buy.  That  is  the 
principle  which  underlies  this  whole  thin^,  and  the  first  question 
is  to  determine  whether  we  want  to  do  this.  Is  it  right  and  just 
and  fair  not  only  to  the  farmer,  but  to  all  the  people  of  the  country 
that  that  should  be  done,  and  if  you  decide  that,  then  the  question 
comes  up  how  are  you  going  to  do  it,  but  when  you  get  into  that 
question  you  are  launched  out  onto  a  program  of  extreme  difficulty, 
but  if  you  once  decide  you  want  to  do  it  and  take  the  affirmative  and 
say  we  might  find  some  way  to  do  this,  then  many  of  these  troubles 
will  disappear. 

Senator  Johxson.  Mr.  Secretary,  here  is  probably  the  last  ques- 
tion I  will  ask  you  now.  I  want  you  to  go  on  record  in  answer  to 
this  question,  whether  you  think  it  would  be  advisable  to  have  a 
price  set  on  farm  products  by  the  Government  or  by  Congress  for 
at  least  two  years-  time  in  order  to  help  the  farmers  on  their  wheat? 

Mr.  Wallace.  Senator,  I  assume  you  mean  a  price  in  dollars  and 
cents?  I  will  say  frankly  I  do  not  believe  it  would  be  advisable 
for  Congress  to  do  that.  I  think  the  probable  result  would  be  more 
harmful  than  beneficial  to  the  farmei*s. 

Senator  Johnson.  Now,  here  is  another  question.  Under  this 
McNary  bill,  suppose  that  everything  will  be  all  right,  that  our 
purchasing  power  will  be  next  year  in  conformity  with  the  selling 
power.  Now,  who  is  going  to  pay  the  farmers  for  all  these  millions 
of  dollars  of  loss  that  we  have  had  during  the  last  few  years?  Are 
we  going  to  throw  that  away  and  not  be  compensated?*  We  would 
like  to  be  placed  in  a  position  where  we  can  gi-ab  a  little  bit  our- 
selves. You  know  what  I  mean  by  that.  We  would  like  to  have  an 
opportunity  to  recoup  our  finances.  Under  this  bill  we  will  not 
be  allowed  to  do  it.  We  have  to  be  on  the  same  level.  You  know 
during  the  war  wheat  would  unquestionably  have  gone  up  higher 
if  we  had  not  had  a  price  set  on  it  at  that  time,  when  everything 
else  was  up  high. 

Mr.  Wallace.  Did  you  ask  me  a  question  ? 

Senator  Johnson.  I  did  ask  you  a  question,  if  it  would  l)e  pos- 
sible— I,  of  course,  put  something  on  top  of  my  question,  in  order 
to  make  you  understand  what  I  really  was  after,  and  that  is,  if  we 
would  be  in  a  position  to  take  advantage  of  an  opportunity  to  get 
something  back  of  what  we  lost? 

Mr.  Wallace.  I  don't  know  of  anything  in  this  bill  that  looks  to 
a  recoupment  by  the  farmer  of  his  losses  in  the  past.  I  don't  know 
how  you  would  do  that.  The  effort  here  is  to  try  to  save  these 
losses  and  put  him  in  a  fair  position  foi*  the  future. 

Senator  Ralston.  Mr.  Secretary,  could  the  plans  adopted  by  any 
large  industrial  interest  of  our  country  for  the  conduct  of  their 
business  be  adapted  to  the  farmer's  condition  and  made  practical? 

Mr.  Wallace.  This  bill  in  one  waj^  undertakes  to  do  that,  as  I 
nnderstand  it. 

Senator  Ralston.  Is  this  plan  modeled  after  some  industrial 
plan  ? 

Mr.  Wallace.  In  so  far  as  I  know,  not  in  any  of  its  details. •  1 
have  no  doubt  that  many  people  who  have  been  favorable  to  this 
plan  have  had  in  mind  the  success  with  which  some  industries  have 
bepn  able  to  market  their  surplus  and  get  it  out  of  the  way. 
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Senator  Ralston.  They  evidently  do  it  successfully.  Now,  it 
looks  as  though  we  might  find  out  their  plan  and  give  the  farmer  the 
benefit  of  it,  if  we  want  to  favor  him.  He  only  wants  to  be  favored 
to  get  through  this  emergency. 

Mr.  Wallace.  I  am  not  thinking  of  favoring  the  farmer.  I  am 
thinking  of  doing  him  just  even-handed  justice. 

Senator  Ralston.  Oh,  well,  when  we  undertake  to  help  a  man  by 
legislation  we  necessarily  extend  governmental  favors.  The  general 
policy  is  that  the  Government  should  keep  its  hands  off  business.  At 
least,  that  has  always  been  my  thought.  Here  we  are  up  against  an 
emergency. 

Mr.  Wallace.  I  think  you  are  right  on  that. 

Mr.  Chairman,  I  don't  want  my  position  to  be  misunderstood  here. 
In  the  first  place,  I  came  here  at  your  request  to  answer  any  questions 
you  wanted  to  ask  me.  I  did  not  come  for  the  purpose  of  boosting 
any  measure  at  all,  and  I  am  trying  to  take  an  affirmative  attitude. 
I  feel  that  the  state  of  agriculture  is  such  that  I  will  favor  any 
measure  that  really  promises  to  be  helpful. 

Senator  Gooding.  Mr.  Secretary,  you,  of  course,  are  familiar  with 
the  condition  of  the  farmers  throughout  the  country,  and  you  seem 
to  be  alarmed  as  to  the  effect  of  a  fixed  price  on  wheat ;  you  think  it 
would  do  the  farmer  more  harm  than  good.  Would  the  price  of  $1.40 
per  bushel  increase  the  production  of  wheat  in  your  State,  in  view  of 
the  price  of  corn  at  the  present  time,  do  you  think? 

Mr.  Wai.lace.  Any  fixed  price  for  wheat  which  would  make  it 
more  profitable  for  the  farmers  of  the  winter  wheat  country  to  grow 
wheat  than  to  grow  some  other  crop  would  result  in  a  largely  in- 
creased acreage. 

Senator  Gooding.  That  is  what  I  am  asking.  Would  $1.40  for  No. 
1  Northern  Wheat — ^the  average  would  be  about  $1.30,  or  maybe 
$1.81,  that  the  farmers  would  get,  based  upon  No.  1  Northern — upset 
conditions  very  much  in  the  Corn  Belt? 

Mr.  Wallace.  I  think  it  would  tend  to  increase  the  acreage  of 
wheat  in  the  Corn  Belt;  yes,  sir. 

Senator  Gooding.  You  are  familiar,  of  course,  with  the  Corn  and 
"WHieat  Belts  in  the  country.  Is  it  possible  to  increase  wheat  very 
much  in  the  Wheat  Belt,  in  the  Dakotas  and  Montana  ? 

Mr.  Wallace.  I  found  a  shrinkage  there.  No;  I  admit  thero  is 
not  a  great  deal  of  country  that  would  be  brought  in  on  that  price, 
but  any  price  which  would  stimulate  considerably  the  acreage  of 
wheat  in  the  Corn  Belt  will  operate  to  the  disadvantage  of  the  people 
in  the  Wheat  Belt,  because  it  simply  adds  to  their  difficulties  by 
increasing  the  surplus  of  wheat. 

Senator  Gooding.  Don't  you  think  that  would  help  the  corn  people, 
as  far  as  that  is  concerned?  It  would  increase  the  price  of  wheat, 
and  they  would  go  into  the  growing  of  wheat,  and  it  would  help  the 
corn  people.  Wheat  is  what  we  might  call  our  principal  agricultural 
crop  in  nearly  every  section  of  the  country,  except  the  Southern 
States  and  the  Corn  Belt,  and  would  not  an  increase  in  the  price  of 
wheat  help  agriculture  all  the  way  through,  a  mere  increase  of  30 
cents  a  bushel?     Would  that  destrov  the  lialance,  do  vou  think? 

Mr.  Wallace.  Your  judgment  is  as  good  as  mine  on  that.  Senator. 
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Senator  Gooding.  I  don't  agree  with  your  statement,  Mr.  Secre- 
tary, and  that  is  the  reason  I  ask  you  this  question.  I  don't  believe 
we  will  ever  produce  in  this  country  again  until  we  use  more  fer- 
tilizer at  least,  the  crop  we  did  in  1913,  when  we  produced  1,025,- 
835,000  bushels  of  wheat,  which  the  next  year  dropped  down  to 
636,000,000. 

Mr.  Wallace.  The  yield,  of  course,  is  influenced  by  the  weather. 

Senator  Gooding.  I  went  into  that  thoroughly,  and  I  l)ecanie  thor- 
oughly convinced  that  we  have  reached  the  peak  of  production 
so  far  as  wheat  is  concerned,  until  we  make  it  so  profitable  that  the 
farmer  can  afford  to  use  feitilizer  and  inci*ease  his  yield.  In  other 
words,  the  country  is  going  backwards,  so  far  as  I  can  see,  in  the 
volume  of  wheat  production.  Some  yeai-s,  when  there  is  an  abun- 
dance of  moisture  it  does  not  show  the  loss  of  fertility  of  soil,  but 
when  it  becomes  a  little  dry  then  it  is  affected,  and  the  yield  is  i-e- 
duced,  so  we  are  slipping  backwards,  in  my  mind,  in  production  of 
wheat. 

Mr.  Wallace.  Do  you  think  Canada  is  slipping  backward  in  the 

production  of  wheat? 

Senator  Gooding.  No.  That  is  a  different  question  entirely.  They 
have  got  36,000,000  acres,  as  I  understand  it,  in  cultivation  in  western 
Canada,  and  a  possibility  of  anywhere  from  170,000,000  to  270,000,000 
acres  of  available  land  in  that  count i-y.  That  is  our  alarm.  Thei*e 
is  no  question  about  that.  It  is  necessary  to  do  something  to  save 
the  wheat  country.  With  the  increased  production  all  over  the 
world,  with  Russia,  who  has  been  out  of  it,  coming  back,  so  we 
are  told,  who  was  the  greatest  producer  of  wheat  of  any  country  in 
tlie  world,  there  is  no  encouragement  to  the  wheat  grower  at  all.  He 
is  facing  a  grave  situation,  and  that  is  why  I  think  we  have  got  to 
reach  some  solution  of  this  question. 

Senator  Ladd.  Mr.  Secretary,  can  you  tell  us,  for  my  our  informa- 
tion, is  the  ratio  of  selling  price  of  corn  and  wheat  about  the  same 
now  as  it  was  before  the  war? 

Mr.  Wallace.  You  are  talking  of  the  price  in  dollars  and  cents? 

Senator  Ladd.  In  dollars  and  cents  at  the  present  time. 

Mr.  Wallace.  I  have  here  only  one  price  on  wheat.  No.  2  Red 
Winter,  St.  Louis,  105,  taking  100  as  the  pre-war  average. 

Senator  Ladd.  When  was  that  ? 

Mr.  Wallace.  December  29.  No.  3  yellow  corn  at  Chicago  was 
126  on  December  29.    No.  3  wheat  at  Chicago,  107. 

Senator  Ladd.  Then  corn  is  higher,  relatively  ? 

Mr.  Wallace.  Just  now;  yes,  sir. 

Senator  Ladd.  126? 

Mr.  Wallace.  Yes. 

Senator  Gooding.  It  has  been  for  some  time? 

Mr.  AVallace.  Yes.  When  the  corn  producer  was  in  the  depths 
of  despair  the  price  of  wheat  was  i-elatively  higher. 

Senator  Gooding.  I  understand  the  production  of  corn  was  good  as 
a  whole  this  past  year. 

Mr.  Wallace.  We  had  a  very  good  corn  crop. 

Senator  Gooding.  If  the  corn  crop  was  so  large  and  the  price  of 
pork  is  low,  relatively,  how  do  you  account  for  the  fact  that  corn  is 
relatively  higher  now  than  wheat? 


f> 


PURCHASE  AND  SAU-;  OF  FARM  PRODUCTS. 


375 


i. 


Mr.  Wallace.  I  suppose  there  are  two  or  three  reasons  for  that. 
Probably  the  main  reason  is  the  large  crop  of  hogs.  We  killed  more 
hcgs  in  1923  than  ever  before  in  our  history.  I  think,  as  I  remember 
it,  we  killed  about  53,000,000  hogs. 

Senator  Gooding.  That  would  not  account  for  the  increased  price 
of  corn.     The  corn  would  go  down. 

Mr.  Wallace.  It  does  not  work  that  way  always.  Senator. 

Senator  Gooding.  I  know  it  does  not.  I  would  like  to  get  your 
views  about  it. 

Mr.  Wallace.  There  is  always  a  swing  between  corn  and  hogs. 

Senator  Gooding.  In  other  words,  you  think  there  are  some  other 
factors  working? 

Mr.  Wallace.  I  have  a  chart  of  the  relative  corn  and  hog  prices 
for  50  years.  The  swings  are  about  18  months  or  2  years  above 
the  average  ratio  or  below  the  average  ratio  for  the  same  period. 
The  farmer  always  tries  to  adjust. 

Senator  Gooding.  I  will  say  for  20  years  I  have  had  your  charts 
on  that  very  thing  and  have  accepted  them. 

Mr.  Wallace.  I  think  they  are  all  right. 

Senator  Gooding.  I  think  they  are.  It  is  pretty  hard  to  under- 
stand, with  these  enormous  corn  crops  that  have  been  produced,  how 
the  price  of  corn  has  been  maintained  at  so  high  a  level.  Is  there 
any  secret  about  it  in  any  way? 

Mr.  Wallace.  I  don't  think  so.  Senator. 

Senator  Ladd.  In  the  last  two  or  three  days  we  have  been  told 
that  corn  would  probably  go  higher,  and  it  looks  as  though  it  is  a 
good  thing  to  invest  in,  and  we  are  told  that  wheat  is  bound  to  go 

lower. 

Mr.  Wallace.  Men  accustomed  to  following  those  tips  might  try 

that. 

Senator  Ladd.  I  thought  maybe  your  department  might  be  fa- 
miliar with  that  and  could  tell  us  about  it. 

Mr.  Wallace.  Nothing  of  that  sort  has  come  out  of  our  depart- 
ment. 

The  Chairman.  A  year  or  two  ago  when  corn  was  way  down — 

when  was  it? 

Mr.  Wallace.  1921. 

The  Chairman.  We  had  evidence  before  this  committee  at  that 
time,  and  an  abundance  of  it,  coming  from  the  farmere  in  the  Corn 
Belt,  that  corn  was  way  below  the  cost  of  production. 

Mr.  Wallace.  There  is  no  question  about  that. 

The  Chairman.  And  even  a  renter,  where  he  delivered  the  rent  in 
corn,  after  he  had  the  corn  crop  made,  could  not  step  out  and  some- 
body step  in  and  take  his  place,  husk  the  corn  and  deliver  it,  and 
pay'  the  actual  cost  and  come  out  on  it.  It  could  be  demonstrated 
mathematically,  and  was,  that  if  you  had  to  pay  for  the  work  of 
husking  it  and  shelling  it,  the  renter,  with  his  shelled  corn  sold  at 
the  market  price,  would  not  bring  enough  money  to  pay  the  opera- 
tion even  after  he  threw  in  all  his  work  and  the  use  of  the  land  and 
everything.     Why  did  corn  go  down  so  low  then  ? 

Mr.  Wallace.  Well,  you  are  asking  me  a  lot  of  very  difl&cult  (lues- 
tions  when  you  ask  me  to  explain  how  all  those  things  happen. 

Senator  Gooding.  I  wonder  how  they  got  corn  up. 
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The  Chairman.  The  same  rule  would  apply,  I  suppose.  If  you 
could  answer  one,  you  could  answer  the  other. 

Senator  Norbeck.  I  want  to  say,  Mr.  Chairman,  in  the  State  of 
South  Dakota  a  great  many  farmers  would  like  to  sell  their  corn 
at  this  high  price,  but  are  compelled  to  keep  their  corn  to  feed  their 
hogs,  because  they  are  half  finished,  and  they  have  got  to  go  througli 
with  it. 

Mr.  Wali^ge.  Let  me  make  it  clear  again,  Mr.  Chairman,  that 
I  am  not  here  to  urge  any  such  plan  as  mine.  I  just  simply  express 
my  opinion  that  the  principles  underlying  this  bill  are  directed  to  the 
root  of  the  trouble.  If  it  can  be  worked  out,  it  may  mean  some  help, 
but  I  am  not  here  to  urge  this  as  my  plan,  or  any  other  plan. 

(Whereupon  the  committee  then  adjourned  until  Monday,  January 
28,  1924,  at  10  o'clock  a.  m.) 
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WEDNESDAY,  JANUARY  30,   1924. 

United  States  Senate, 
commtttee  on  agriculture  and  forestry, 

Washinf^ton,  D.  C. 

The  committee  met,  pursuant  to  call,  at  10  o'clock  a.  m.,  in  room 
326,  Senate  Office  Building,  Senator  George  W.  Norris  presiding. 

Present:  Senators  Norris  (chairman),  Gooding,  McKinley,  Smith, 
Ransdell,  Harrison,  and  Johnson  of  Minnesota. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Gould  is 
the  first  witness. 

STATEMENT  OF  W.  E.  GOULD,  KEWANEE,  ILL. 

The  Chairman.  Gire  your  name,  business,  and  residence  to  the 
reporter. 

Mr.  Gould.  W.  E.  Gould;  Kewanee,  111.;  I  am  in  the  banking  and 
farming  business. 

The  Chairman.  Do  3'ou  want  to  talk  about  the  McNary  bill, 
Mr.  Gould  ? 

Mr.  Gould.  Yes,  sir. 

The  Chairman.  We  will  be  glad  to  hear  you. 

Mr.  Gould.  I  don't  know  that  there  is  very  much  that  I  need  to 
say  to  this  committee  about  the  agi'icultural  situation.  I  think  you 
know  that  situation  just  as  well  as  I  do.  The  farmer  is  hit  perhaps 
worse  than  any  other  class,  and  his  condition  does  not  seem  to  be 
getting  any  better.  I  was  over  at  the  farm-hands'  dinner  yesterday, 
at  which  an  Englishman  spoke,  and  one  man  said  that  he  would  like 
to  know  about  English  agriculture.  The  Englishman  said,  ''I  think 
English  agriculture  is  just  exactly  like  American  agriculture,  only 
worse."  So  I  would  say  about  agriculture  this  3  ear  that  it  is  just 
like  it  was  last  year,  only  worse. 

The  prices  which  the  Middle  West  farmer  receives  for  his  products 
are  less  than  they  were  a  year  ago,  mth  the  possible  exception  of  some 
of  the  more  unimportant  things,  Uke  wool  and  sheep.  Hogs  are  S2 
lower  than  they  were  a  year  ago,  and  wheat  is  20  cents  a  bushel  lower; 
so  is  rye.  Corn  is  about  2  cents  lower,  and  oats  about  the  same.  So 
that  the  condition  of  the  farmer  is  really  worse  than  it  was  a  j^ear  ago. 

The  great  difficult v  is  the  spread,  as  you  all  know  verv  well  indeed 
between  the  prices  that  the  farmer  gets  for  his  stuff  and  what  he  has 
to  pay.  He  is  buying  his  goods  in  the  most  highly  protected  market 
in  the  world,  and  he  is  selling  his  goods  in  an  unprotected  market,  the 
result  being  that  he  is  losing  money. 

Senator  Gooding.  Well,  now,  let  us  see  about  that.  Tell  us  what 
he  is  selling  in  an  unprotected  market  and  what  he  is  buying  in  a 
protected  market,  will  you  ? 
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Mr.  Gould.  Well,  he  is  buying  everything  ho  buys  in  a  protected 
market.     We  will  admit  that. 
Senator  Gooding.  We  will  not. 
Mr.  Gould.  And  he  is  selling  everything  he  sells  in  an  unprotected 

market. 

Senator  Gooding.  No;  his  lumber  is  on  the  free  list,  his  shingles 
are  on  the  free  list,  his  barbed  wire  is  on  the  free  list,  his  farming 
machinery  is  on  the  free  list,  his  coal  is  on  the  free  list,  his  cement  is  on 
the  free  list,  as  far  as  the  interior  is  concerned.  There  is  not  any- 
thing much  that  the  farmer  buys  that  is  not  on  the  free  list.  There 
is  not  anything  that  he  sells  that  there  is  not  a  protection  on.  The 
protection  on  wheat  and  also  the  protection  on  cotton,  and  one  or 
two  other  things,  does  not  help  him,  but  practically  everything  that 
the  farmer  grows,  that  the  farmer  sells,  has  got  a  very  high  duty  on 
it,  and  practically  everything  that  he  has  to  buy,  outside  of  his 
clothing,  is  on  the  free  list.  Has  been  so  under  the  Democratic 
administration  and  is  at  the  present  time. 

Mr.  Gould.  What  you  say  is  true.  There  is  some  of  it  on  the 
free  list  that  he  has  to  buy,  and  he  has  some  protection  on  what  he 
sells;  but  being  as  he  is  a  producer,  an  exporter  of  his  surplus,  he  does 
not  get  very  mucli  advantage  of  the  tariff. 

I  would  have  this  to  say,  that  the  farmer  is  in  a  bad  condition,  and 
I  believe  this  bill  will  help  him,  and  the  quicker  it  is  put  in  operation 
the  better.     The  patient  is  sick. 

Senator  Ransdell.  Will  you  tell  us,  Mr.  Gould,  just  how  you  think 
this  bill  will  help,  and  how  you  reason  about  it  'i 

Mr.  Gould.  I  think  that  the  bill  will  help  on  the  same  basis  that 
manufacturers  get  help.  I  am  told  that  manufacturers  sell  their 
surplus  products  abroad  oftentimes  at  a  loss  and  hold  their  home 
market.  In  the  same  way  I  think  we  could  sell  our  surplus  wheat 
and  pork  products  abroad  at  a  loss  and  protect  our  home  market. 

Senator  Ransdell.  How  do  these  mantifacturers  hold  their  home 
market  for  their  products  '< 

Mr.  Gould.  Well,  they  export  their  surplus.  It  is  the  surplus  that 
causes  the  difficultv.  It  may  not  be  much,  but  even  a  small  surplus 
of  a  farm  prt^duct  like  wheat  would  lower  the  price  on  the  rest  of  the 
crop,  and  if  we  would  send  out  the  surplus,  then  the  people  would 
think  that  there  was  a  scarcity,  and  would  bid  up,  and  pay  up  to  the 
duty  mark.  I  think  in  the  question  of  wheat  the  very  first  thing  we 
would  have  to  do  would  be  to  raise  the  duty  to  say  50  cents  a  bushel, 
and  that  will  keep  out  the  Canadian  wheat  and  other  wheats  which 
might  come  into  this  country.  And  then  the  people  of  the  United 
States  would  see,  when  you  began  to  ship  out  wheat,  that  it  might  be 
a  little  scarce,  and  they  would  think  they  had  better  get  in  and  buy. 

Senator  Ransdell.  Is  it  the  tariff  duty,  which  is  prett.y  high,  I 
rather  think,  on  a  great  many  manufactured  commodities,  that 
permits  the  manufacturers  to  handle  and  hold  the  home  market, 
being  obliged  to  export  only  their  suiplus? 

Mr.  Gould.  I  think  it  is. 

Senator  Gooding.  Well,  do  you  not  think  it  is  organization  on  the 
part  of  the  manufacturers  ? 

Mr.  Gould.  That  helps  also;  yes,  indeed. 

Senator  Smith.  Well,  let  me  ask  you  this  question  right  along  the 
line   that   Senator  Gooding  indicates.     If   you   had   an   absolutely 
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proliibitive  tariff  on  imported  wheat,  and  the  farmer  had  no  organiza- 
tion, and  simply  sold  his  wheat  at  the  dictate  of  the  buyer,  do  you 
think  the  tariff  would  do  him  any  good,  or  do  you  think  it  would  do 
him  much  good  ? 

Mr.  Gould.  I  think  the  tariff  will  not  do  him  any  good  unless  he 
can  g3t  the  surplus  out  of  the  country. 

Senator  Smith.  Suppose  he  had  the  surplus  out  of  the  countTV, 
and  suppose  every  farmer  was  a  bidder  against  his  neighbor  m  gomg 
on  the  market,  what  good  would  that  do  him  ? 

Mr.  Gould.  Well,  I  think  organization  would  help,  but  I  thmk 
the  price  would  go  up  whether  there  was  any  organization  or  not,  if 
the  surplus  went  out  of  the  country. 

Senator  Smith.  W^ell,  we  have  got  a  condition  right  now  that  I 
think  very  happily  illustrates  the  question  of  surplus.  The  pro- 
duction of  our  cotton  in  the  South  is  analogous  to  your  production 
of  wheat  in  the  West.  We  now  have  not  only  no  surplus,  speaking 
of  the  markets,  but  we  have  a  deficit.  We  are  actually  short,  the 
world  is  shorter  on  cotton. 

Mr.  Gould.  Yes,  sir. 

Senator  S»aTH.  Now,  we  are  faced  with  the  startling  fact  that 
cotton  is  going  right  down,  because  the  price  of  it  is  being  named  by 
the  organized  purchasers,  while  the  disorganized  producer  has  got 
to  stand  and  deliver. 

Mr.  Gould.  I  think  your  illustration  of  cotton  would  hardly  hold 
with  products  that  are  in  more  common  use. 

Senator  Smith.  There  is  nothing  on  God's  earth  in  more  common 
use  than  cotton. 

Mr.  GroULD.  But  there  are  a  great  many  buyers  of  wheat  and 
wheat  products,  and  many  mills  and  many  bakers,  and  there  are 
not  verv  many  mills  that  buy  cotton.  That  is  the  point  I  have  to 
make.  That  Vour  purchasers  are  large  mills  in  the  East  here,  and 
they  can  organize  together  against  the  growers,  and  it  makes  con- 
siderable difficulty. 

But  now  take  wheat,  when  we  send  out  the  surplus.  Here  are  two 
or  three,  up  to  100  bakers,  and  more,  perhaps,  in  every  town  and  city 
in  the  United  States.  These  bakers  say,  ''  the  surplus  is  gone.  Now 
the  price  is  going  to  go  iip.  I  guess  we  had  better  go  in  and  buy  some 
flour. "  I  know  what  1  am  talking  about.  In  our  little  town  we 
have  four  bakers.  Whenever  they  begin  to  think  that  there  is  going 
to  be  a  shortage  of  wheat  these  bakers  buy  2  or  3  or  5  or  10  or  up  to 
20  cars  ahead,  and  get  the  wheat  on  hand.  Tliat,  of  course,  takes 
up  the  surplus  very  quickly,  and  the  price  advances. 

Senator  Smith.  Well,  is  it  not  your  opinion — you  seem  to  have 
had  some  experience  with  it — that  if  there  was  a  system  by  which 
the  farmer  could  finance  his  wheat  in  his  own  hands,  so  thai  he  could 
meet  the  obligations  incurred  in  its  production,  and  then  distribute 
it  without  distress  by  virtue  of  the  loan  he  has  got  on  it,  over  the 
period  of  marketing,  that  that  would  be  helpful  ? 

Mr.  Gould.  That  would  be  very  helpful  1  would  think.  Senator. 
Organization  of  any  kind  among  wheat  growers  or  cotton  growers 
is  certainly  very  helpful.  But  I  don't  believe  we  could  get  any  very 
high  prices  on  wheat,  especially  as  long  as  there  was  a  surplus  in  the 
country,  and  as  long  as  every  miller  and  every  baker  knew  there 
was  a  surplus.     I  take  it  that  this  bill  provides  for  getting  rid  of  the 
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surplus,  and  if  we  can  get  the  surplus  out  of  the  country,  then  every- 
body is  more  or  less  disturbed  about  the  price  going  up. 

Senator  Gooding.  Well,  this  bill  goes  further  than  that,  does  it 
not  ?    Tliis  bill  fixes  the  price  on  it  ? 

Mr.  Gould.  I  don't  know. 

Senator  Gooding.  You  are  talking  about  the  McNary  bill  now, 
are  you  not  ? 

Air.  Gould.  Yes,  sir.  I  know  the  bill  in  a  sort  of  a  way  fixes  the 
price,  I  guess.  That  is  to  say,  the  Government  goes  in  and  buys 
what  they  consider  the  surplus  at  a  certain  ratio  price,  and  that  in 
a  way  would  establish  the  price,  although  the  price  might  not  always 
be  that.  It  might  go  up  above  or  it  might  go  down  below,  some- 
what, that  ratio  price.  1  think  that  would  be  a  matter  that  would 
depend  pretty  largely  on  the  commissioners  as  to  how  they  would 
handle  that. 

Senator  Johnson  of  Minnesota.  Mr.  Witness,  if  I  understand  you 
right,  you  think  then  that  if  the  grain  exchanges  in  tliis  country,  or 
the  men  that  are  buying  wheat,  for  instance,  find  that  the  surplus 
is  gone,  in  order  to  get  the  grain  they  will  bid  up? 

Mr.  Gould.  I  think  so.  Senator.  I  think  they  will  bid  up  as  high 
as  the  tariff  wall. 

Senator  Johnson  of  Minnesota.  Are  you  familiar  with  the  price  of 
grain  during  the  last  25  years  in  the  tJnited  States,  comparing  the 
price  in  the  fall  when  the  farmer  is  rushing  everything  on  the  market, 
with  the  price  in  the  spring  i  Do  you  know  the  difference  in  the 
prices  ? 

Mr.  Gould.  No;  I  can  not  give  that  offhand. 

Senator  eloiLVSON  of  Minnesota.  The  records  show  that  the  prices 
in  the  fall  have  been  higher  than  in  the  spring. 

Mr.  Gould.  Yes. 

Senator  Johnson  of  Minnesota.  That  shows  that  they  know  what 
the}^  have  got  in  the  country. 

Mr.  Gould.  Yes. 

Senator  Johnson  of  Minnesota.  And  it  does  not  make  any  difference^ 
when  it  comes,  if  it  is  there  they  know  they  are  going  to  get  every 
bushel;  they  see  that.  It  does  not  make  any  difference.  If  you  let 
the  surplus  get  out  of  this  country  we  may  lose  on  the  surplus,  as 
Mr.  Jewett  says,  as  much  as  25  cents  a  bushel.  That  would  have  to 
be  taken  off  from  the  set  price  received.    That  is  your  opinion,  too  ? 

Mr.  Gould.  Yes;  that  is  my  opinion.  But  I  don't  agree  with  the 
idea  quite,  that  this  bill  sets  the  price.  It  is  not  just  exactly  the  same 
as  the  price-fixing  bill.  All  this  bill  does,  as  I  take  it,  is  to  determine 
about  what  wheat  ouojht  to  be  worth  by  comparing  with  previous 
years,  and  the  purchasmg  power  of  the  farmer's  wheat  dollar.  When 
they  have  determined  about  what  this  price  should  be,  as  I  under- 
stand this  bill,  this  committee  will  go  in  and  buy  the  surplus  and  ship 
it  out  of  this  country.  And  when  the  surplus  is  out,  then  the  price 
mi^ht  be  bid  up  considerably  higher,  it  seems  to  me,  than  even  the 
ratio  price.  I  do  not  see  any  reason  why.  I  tliink  the  price  might 
go  up  to  the  import  price.  Now,  for  example,  suppose  wheat  was 
worth  $1.50  a  bushel  according  to  the  ratio  price,  and  our  Government 
should  go  in  and  buy  the  surplus  at  $1.50  a  bushel,  and  then  there 
should  be  more  or  less  of  a  world  shortage.  Canada  might  not  have 
very  much  wheat  to  ship  in,  and  Canadian  wheat  might  go  up,  say, 
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to  the  price  of  $1.25.  Then,  with  our  surplus  out  of  the  country,  it 
seems  to  me  there  is  no  reason  why  the  price  should  not  advance  up 
to  the  importing  price.  Or  if  the  surplus  of  Canada  should  be  very 
great  and  the  world  price  very  low,  later  on,  even  after  our  surplus 
was  out,  the  price  might  come  down  even  below  the  ratio  price  some- 
what. So  I  think  I  am  right  in  saying  that  this  bill  is  not  a  price- 
fixing  measure.  This  bill  simply  provides  that  we  shall  take  the 
surplus  out  of  the  country,  and  then  let  it  take  its  own  course. 

Senator  Johnson  of  Minnesota.  But  you  a^ree,  Mr.  Witness,  that 
it  is  a  bill  to  stabilize  the  price  by  bringing  it  up  to  compare  with 
other  prices,  and  you  are  also  familiar  with  the  fact  that  this  organi- 
zation will  go  out  of  business  just  as  soon  as  it  is  through,  and  if  it 
falls  below,  then  they  are  again  helping  it  to  come  up. 

Mr.  Gould.  Yes. 

Senator  Johnson  of  Minnesota.  So  don't  you  agree  that  it  helps  to 
set  the  price,  to  some  extent  ? 

Mr.  Gould.  Yes,  without  doubt.  I  would  sav  that  the  principal 
function  of  this  bill  is  to  relieve  the  country  of  its  burdensome  surplus, 
and  let  us  stop  it  right  at  that  point.  Let  us  not  say  that  it  is  a 
stabilizing  bill,  nor  that  it  is  a  price-fixing  measure,  but  that  it  simply 
takes  the  surplus  out  of  the  country  the  same  as  the  manufacturer 
gets  rid  of  his  surplus. 

Senator  Johnson  of  Minnesota.  W^ell,  the  manufacturer  quits  pro- 
ducing also  to  some  extent;  you  know  that. 

Mr.  Gould.  Yes. 

Senator  Johnson  of  Minnesota.  And  you  would  like  to  see  the 
farmer  do  that,  I  suppose,  too  ? 

Mr.  Gould.  Yes,  I  certainly  would;  but  it  is  pretty  hard  to  do  with 
a  large  unorganized  mass  such  as  we  have. 

Then  there  is  another  thing  in  that  connection.  Whenever  the 
farmers  change  the  amount  of  stuff  that  they  are  producing  it  hurts 
some  other  section.  For  example,  the  North  Dakota  people  raise 
fine  hard  wheat;  there  has  been  a  great  hue  and  cry  that  they  should 
diversify  and  diversify.  I  doubt  if  that  is  the  thing  that  they  should 
do,  because  if  they  diversify  and  raise  a  lot  of  com  they  are  going  to 
hurt  us  people  down  in  Illinois. 

And  another  thing.  I  have  traveled  in  the  Northwest  the  last 
year  or  two,  and  they  are  preaching  everywhere:  Dairy  products. 
Go  and  get  some  cows,  go  and  get  some  cows  and  produce  a  lot  of 
milk  and  butter.  Well,  if  all  of  the  States  are  ^oing  to  do  that, 
such  as  it  seems  to  me  that  they  are  wherever  I  have  been,  out  in 
Nebraska,  and  in  North  and  South  Dakota,  and  Minnesota,  what  is 
going  to  become  of  the  dairy  business  in  Illinois  and  Wisconsin  and 
Michigan  and  northern  Indiana?  I  think  that  the  Northwest, 
North  and  South  Dakota  and  Minnesota,  that  can  raise  that  fine 
hard  wheat,  that  fine  grade  of  hard  wheat  that  we  so  much  need  in 
this  country,  should  keep  on  raising  that  kind  of  wheat. 

Senator  Harrison.  Mr.  Gould,  may  I  ask  you  this  question.  In 
fixing  the  ratio  price  here  it  says,  "  Each  such  average  price  shall  be 
the  average  of  the  prices  for  such  commodity  attributable  to  such 
months  for  the  period  1905  to  1914,  inclusive.  '  And  then  when 
they  get  the  average,  that  shall  be  the  ratio  price,  I  imagine.  Have 
you  figured,  say  on  wheat,  what  that  would  make  the  price  of  wheat 
to-day,  figuring  on  that  basis  of  average  price  from  1905  to  1914  ? 
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Mr.  Gould.  I  think  that  has  been  figured,  and  it  has  been  said  to 
be  about  $1.65  in  Chicago,  although  I  have  never  figured  it. 

Senator  Harrison.  $1.65? 

Mr.  Gould.  Yes.  That  would  make  it  about  $1.50  out  in  the 
Northwest. 

Senator  Harrison.  It  is  pretty  well  agreed  that  that  would  be  a 
just  basis,  is  it  ? 

Mr.  Gould.  Yes,  I  think  so.  I  just  wanted  to  finish  my  answer 
to  Senator  Johnson  about  that  northwestern  wheat  that  you  raise 
up  there.  We  are  now  importing  that  hard  wheat  above  a  30-cent- 
a-bushel  duty  from  Canada,  because  we  need  it  in  this  country,  and 
I  think  that  the  Northwest  should  continue  to  grow  that  fine  grade 
of  hard  wheat,  and  if  there  is  any  curtailment  of  the  production  of 
wheat  it  should  be  on  the  soft  wheats  down  in  Kansas  and  Nebraska. 
But  we  need  the  hard  wheats.  We  have  got  to  have  more  than 
you  raise  in  the  Northwest.  We  never  export  any  of  that  hard 
wheat,  and  we  are  always  importing  something  from  Canada,  and 
this  year  we  have  imported  a  lot  above  a  30-cent  duty. 

Senator  Johnson  of  Minnesota.  Well,  you  can  not  expect  them  to 
raise  wheat  unless  they  get  paid  for  it. 

Mr.  Gould.  No,  that  is  right. 

Senator  Johnson  of  Minnesota.  They  lost  money  the  last  two 
years. 

Mr.  Gould.  Yes,  I  know  you  have.  The  difficulty,  of  course,  is 
that  you  had  such  a  burdensome  surplus  of  the  soft  wheat.  Senator. 
That  is  what  hurt  your  price  of  the  wheat  in  the  Northwest,  is  because 
of  the  burdensome  surplus  of  Oklahoma  and  Kansas  wheats. 

Senator  Ransdell.  If  this  corporation  cooperating  now  should  get 
hold  of  the  surplus  and  export  it,  what  amount  of  loss  in  dollars  do 
you  estimate  it  would  mean  to  the  Nation  'i 

Mr.  Gould.  You  say  if  it  did  not  go  into  it  i 

Senator  Ransdell.  No,  if  it  did  purchase  the  surplus  and  export 
80  as  to  relieve  the  country  of  the  surplus  ? 

Mr.  Gould.  Well,  normally  we  would  import  somewhere  in  the 
neighborhood  of  100,000,000  bushels,  and  the  loss  on  that  might  be 
60  cents  a  bushel. 

Senator  Smith.  Do  you  know  what  is  the  relative  decline  in  flour 
as  compared  with  the  price  of  wheat  i 

Mr.  Gould.  Well,  it  is  not  as  much  as  the  price  of  wheat,  because 
the  milling  costs  are  a  little  higher,  you  know,  on  account  of  the 
high  price  of  labor  that  runs  the  mills,  and  the  high  price  of  coal, 
and  tneir  organization. 

Senator  Smith.  Well,  does  not  the  same  obtain  in  reference  to  the 
farmer?  He  pays  a  high  price  for  his  labor;  he  pays  a  high  price  for 
the  things  he  has  got  use. 

Mr.  Goi  LD.  l^nifortunately  it  is  true,  but  the  mills  can  control  their 
price,  the  relative  price,  and  the  farmer  is  unorganized  and  unable 
to  do  that. 

Senator  Smith.  Well,  the  mills  find  themselves  faced  with  the  same 
surplus  that  the  farmer  does  i 

Mr.  Gould.  Yes. 

Senator  Smith.  And  the  price  of  wheat  has  declined  by  virtue  of 
that  surplus  ? 

Mr.  Gould.  Yes. 
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Senator  Smith.  And  yet  the  price  of  his  flour  does  not  decline  in 
proportion  to  the  price  of  the  wheat  he  buys  ? 

Mr.  Gould.  Yes. 

Senator  Smith.  To  what  do  you  attribute  that  ?     To  organization  ? 

Mr.  Gould.  Organization  of  the  miller.  I  want  to  make  myself 
clear  that  I  am  very  favorable  to  the  farmers'  organizations  of  every 
kind,  sort,  and  description.     It  makes  it  better. 

Senator  Smith.  It  is  not  a  question  of  w^hat  we  are  favorable  to. 
It  is  a  question  of  what  the  conditions  that  have  existed  for  all  these 
years  inexorablv  point  to  as  a  solution  of  the  problem. 

Mr.  Gould.  Yes. 

Senator  Smith.  If  all  of  the  businesses  have  found  a  solution  and 
are  not  coming  to  Congress  for  aid  they  must  have  satisfied  them- 
selves that  they  are  in  a  position  in  the  exigencies  to  take  care  of 
themselves. 

Mr.  Gould.  Yes. 

Senator  Smith.  Now,  out  of  their  experience  what  can  we  gain  to 
put  ourselves  in  a  position  to  protect  ourselves  as  the}'  are  protecting 
themselves  ( 

Mr.  Gould.  If  the  farmers  were  a  small  group  and  were  highly  edu- 
cated and  able  to  do  business  the  same  as  the  business  group  of  the 
country  is  there  would  be  no  need  of  this  kind  of  a  law.  But  the  farmers 
are  a  great  mass — I  don't  know  how  many  millions,  but  37  per  cent 
of  the  population  of  the  United  States  are  farmers.  They  are  more 
or  less  ignorant.  Compared  with  the  business  people  they  are  very 
greatly  in  ignorance. 

Senator  Smith.  That  is,  as  to  business  methods  ? 

Mr.  Gould.  Yes,  sir.  And  it  is  impossible  for  them  to  get  together 
in  a  class  organization  and  protect  themselves.  Therefore  they  should 
be  helped  03-  the  Government  to  a  greater  degree  than  the  other 
people  are. 

Senator  Johnson  of  Minnesota.  Yes:  but,  Mr.  Witness,  if  I  under- 
stand the  bill  right,  the  Government  is  not  going  to  help  us  through 
this  bill.     We  are  to  help  ourselves. 

Mr.  Gould.  Yes. 

Senator  Johnson  of  Minnesota.  Now,  for  instance,  when  you  talk 
about  this  great  surplus,  suppose  next  year,  1924,  we  will  raise 
200,000,000  bushels  surplus  in  the  United  States,  and  Canada  on  top 
of  that  will  come  with  a  big  surplus,  and  the  Argentine  and  other 
countries  south  of  us.  They  will  throw  their  surplus  on  ours.  Now, 
suppose  you  ascertain  the  ratio  price  between  1905  and  1914;  well 
that  will  be.  Jet  us  sav,  one  and  one-half,  as  Mr.  Jewett  said  the  other 
day.  Now,  in  order  to  get  one  and  one-half  that  will  be  after  the 
surplus  is  taken  care  of.  Supposing  then  we  have  to  meet  the 
world's  surplus,  other  countries'  surplus  on  the  w^orld  market,  we 
may  have  to  lose  50  cents  on  the  bushel.  So  that  may  be  thrown 
back  on  us  again.  So  if  we  are  going  to  help  ourselves  under  this 
bill  we  will  have  to  do  it  ourselves. 

Mr.   Gould.  Yes. 

Senator  Johnson  of  Minnesota.  Now  I  think  we  all  agree  that  the 
farmers'  organizations  are  all  right. 

Mr.   Gould.  Yes. 

Senator  Johnson  of  Minnesota.  If  we  can  control,  vou  understand 
and  stabilize  the  price  as  the  others  are  doing.     That  is  what  we 


« 


384 


PURCHASE   AND   SALE   OF    FARM   PRODUCTS. 


PURCHASE   AND   SALE   OF   FARM   PRODUCTS. 


385 


have  been  asking  the  Government  to  do,  to  stabUize  the  price  for  the 
farmer  for  two  or  three  years  under  other  bills  that  you  probably 
have  heard  of. 

Mr.  Gould.  Yes.  ,^       ^         .  .     j  ^    t 

Senator  Johnson  of  Minnesota.  What  I  want  to  draw  out  of  you 
is  this  Mr.  Witness,  that  under  the  McNary  bill,  if  it  is  enacted  into 
law  we  are  doing  it  ourselves.  The  Government  is  not  going  to  do  it. 
But  the  other  fellows  are  doing  it  themselves.  They  can  stop  pro- 
duction, and  so  on.     Of  course  in  a  way  we  can  do  it  ourselves. 

Mr  Gould.  You  are  right  in  a  way,  as  I  understand  it.  iiie 
McNary  bill  is  not  going  to  be  a  charge  on  the  Government. 

Senator  Johnson  of  Minnesota.  And  another  thing  that  you  talked 
about,  that  we  buy  in  a  protected  market,  and  so  forth.  1  ou  are 
right  but  I  think  Senator  Gooding  was  right  when  he  mentioned  these 
things  on  the  free  list.  The  trouble  with  us  is  this— I  hope  you  agree 
with  me— that  we  buy  in  a  retail  market  and  we  sell  in  a  wholesale 
market.     Do  you  not  agree  with  me  ou  that^ 

Mr.  GouLD.*^  Yes,  surely.  .      t    r-  t        .   x.         ac      t       f  ^ 

Senator  Harrisox.  Unfortunately  I  did  not  hear  Mr.  Jewett. 
I  presume  he  gave  the  average  price  of  more  staple  products  than  just 
wheat.  What  did  he  say  was  the  average  price  of  cotton  from  the 
year  1905  to  1914  ? 

Mr.  Gould.  I  am  unable  to  answer  that.  .      ^    ,x. 

Senator  Harrison.  Was  that  placed  in  the  record,  may  1  ask  the 

Chairman  'i 
The  Chairman.  No,  it  was  not.  Senator.  ,,     ^.„         ,      u 

Senator  Harrison.  W^ell,  in  the  consideration  of  the  bill  we  should 

have  the  figures.  .  t      i   i  •  •    c       * 

Senator  Johnson  of  Minnesota,  lou  could  ask  him  now,  Senator. 

He  sits  right  here. 

I'he  Chairman.  He  will  be  on  the  stand  again. 

Senator  Harrison.  Does  not  the  committee  think  that  we  should 
have  the  department's  figure  on  these  various  products,  and  have 
them  give  us  just  what  would  be  the  average  on  these  things  i  ine 
average  price  on  cotton  mav  be  15  cents.  Cotton  is  now  33  cents, 
somewhere  along  there.  And  whatever  price  is  fixed  is  goin^  to 
have  some  effect  on  the  price  of  the  thing  in  the  current  market  todav. 
And  I  judge  it  ought  to  be  in  the  record  somewhere.  V\  e  should 
have  this  information  from  some  of  the  departments. 

Senator  Smith.  I  am  sorry  that  I  could  not  be  here  on  account  ol 
other  duties.  But  let  me  understand  this  situation.  In  fLXing  your 
ratio  price  does  it  mean  the  ratio  that  the  present  price  of  a  given 
commodity  bears  to  the  things  that  they  buy  now,  if  taken  as  the 
standard  by  which  to  work  in  the  ratio,  or  what  the  price  of  the 
commodity  was  in  relation  to  the  things  bought  in  the  period  that 
they  are  <^oing  to  take  as  the  period  of  comparison  ?  io  illustrate: 
The  relation  of  the  price  of  wheat  to  the  things  that  the  wheat  grower- 
bought,  say,  in  1904  or  1905  and  compare  that  ratio  now  and  hold  it 
at  that.  In  other  words,  if  the  purchasing  power  of  the  dollar 
obtained  from  wheat  in  1905  was  80  or  90  cents,  bring  the  price  ol 
v/heat  up  now  to  where  it  will  have  the  same  purchasing  power  m 
these  same  commodities  i 

Mr.  Gould.  That  is  the  intention  of  the  bill. 
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Senator  Harrison.  Well,  we  ought  to  have  the  figures  of  that  ratio 
price  so  we  will  know  about  that  proposition. 

The  Chairman.  I  do  not  think  this  witness  is  qualified  to  give 
that.  Perhaps  the  next  witness,  who  is  the  Commissioner  of  Agri- 
culture from  the  State  of  Montana  can  tell  us  about  that.  And  Mr. 
Jewett  will  also  be  on  the  stand.  I  think  he  can  answer  all  those 
questions. 

Senator  Harrison.  Well,  the  most  authoritative  information, 
of  course,  will  be  that  compiled  by  the  department,  and  before  I 
should  vote  a  proposition  fixing  the  ratio  price  I  should  like  to  know 
what  the  departments  would  say. 

The  Chairman.  The  only  man  from  the  Department  of  Agricul- 
ture has  been  the  Secretary  himself.  He  could  not  give  us  that 
information.  Mr.  Brandt,  one  of  the  people  who  drew  the  McNary 
bill  has  not  been  here  yet.  I  suppose  he  will  testify  before  we  get 
through. 

Mr.  Jewett.  May  I  say  for  the  information  of  the  Senator,  that 
the  record  now  contains  the  figures  that  you  ask  about  on  wheat. 
I  asked  that  they  be  put  in  the  record.  And  the  other  figures  are 
being  prepared  now. 

Senator  SkiTH.  Mr.  Jewett,  I  would  like  to  ask  vou  if  you  can 
tell  without  turning  to  the  record — if  you  can  not  answer  it,  all 
right — what  was  the  purchasing  power  of  the  wheat  dollar  at  the 
period  to  which  you  referred  as  compared  with  the  purchasing  power 
of  the  wheat  dollar  now? 

Mr.  Jewett.  The  purchasing  power  of  the  wheat  dollar  1904  to 
1915  as  compared  to  now?  I  don't  quite  analyze  the  Senator's 
question.  In  other  words,  how  many  commodities  it  would  buv  in 
1904  to  1915? 

Senator  Smith.  Yes. 

Mr.  Jewett.  It  is  our  ^-inderstanding  from  the  department  that 
the  purchasing  power  then  was  on  a  parity  with  other  commodities. 
In  other  words,  it  would  buy  its  full  ratio,  practically  100  per  cent. 

Senator  Smith.  All  right.     What  will  it  do  now  ? 

Mr.  Jewett.  At  the  present  time  it  is  right  around  60  per  cent, 
speaking  offhand. 

Senator  Smith.  Very  good.  It  is  easy  now  mathematically  to 
say  that  you  would  either  have  to  bring  down  the  other  commodities 
40  or  raise  wheat  40. 

Mr.  Jewett.  Very  obviously. 

Senator  Smith.  That  is  what  I  wanted  to  get. 

The  Chairman.  And  this  bill  proposes  to  raise  wheat. 

Senator  Smith.  This  biU  proposes  to  raise  wheat,  exactly,  40  per 
cent. 

The  Chairman.  And  any  other  commodities  to  which  it  applies. 

Senator  Smith.  Raise  the  present  price  40  per  cent. 

The  Chairman.  Are  you  through,  Mr.  Gould? 

Mr.  Gould.  I  just  want  to  say  one  more  word  to  the  committee, 
and  that  is  this,  that  conditions  in  agriculture  are  bad,  and  it  looks 
to  me  that  they  are  growing  worse,  and  I  believe  this  bill  will  help, 
and  he  who  gives  quickly  gives  twice.  And  if  you  can  get  this  bill 
passed  quickly  you  will  be  helping  that  much  more. 

Senator  Ransdell.  What  produces  these  bad  conditions  in  agri- 
<*ulture,  in  your  judgment  ? 
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Mr.  Gould.  Well,  I  think  it  is  the  ratio  betWjeen  what  the  farmer 
buys  and  what  he  sells.  In  the  pre-war  days  things  were  along  just 
about  a  certain  level,  about  like  my  hands  are.  [The  witness  held 
both  hands  level  at  his  waist.]  And  then  came  the  war,  and  every- 
thing went  up,  and  they  went  up  like  this,  both  together.  [The 
witness  raised  both  hands  above  nis  head.]  Agricultural  products 
went  up  and  eveiy thing  else  went  up,  and  they  were  on  a  level  again 
just  the  same  as  they  were  before  the  war,  but  up  here.  And  now 
came  the  deflation.  And  let  this  hand  represent  the  farmer;  it 
dropped  down  below  the  pre-war  price,  and  the  manufactured  articles 
whicn  were  held  up  by  organization  and  by  tariffs  and  other  things 
stayed  right  up  there,  and  you  had  the  farmers'  price  below  pre-war 
basis,  and  the  manufactured  goods  practically  at  pre-war  basis. 
This  great  gap  here  is  what  is  causing  these  hard  times  among  the 
farmers.  Ana  either  this  man  has  got  to  come  down  or  this  man  has 
got  to  go  up,  so  as  to  get  back  to  the  same  basis  they  were  on  before 
the  war. 

Senator  Ransdell.  And  did  the  high  prices  prevail  among  the 
m.anufactured  commodities  whether  tbey  were  protected  by  the 
tariff  duties  or  not  ? 

Mr.  Gould.  I  think  to  a  greater  or  lesser  extent  they  did,  although 
I  think  the  more  higlily  protected  ones  got  a  better  price. 

Senator  Ransdell.  Tnis  protection  held  up  the  prices,  but  manu- 
facturers, because  of  the  organization  and  the  smaller  number  of 
people  engaged  in  the  industries  have  held  together  and  kept  up  a 
nigh  price  i 

Mr.  Gould.  That  is  true. 

Senator  Ransdell.  The  farmer  could  not  have  any  organization, 
so  he  got  it  in  the  neck. 

Mr.  Gould.  Yes.  For  example,  to-day  you  go  out  in  any  little 
lovn\  or  little  city.  They  are  prosperous  there,  and  the  farmers  just 
over  the  line  are  hard  up.  Even  in  the  Senator's  State  up  in  Minne- 
sota, and  in  North  Dakota,  the  towms  are  not  so  hard  up.  You  will 
find  they  are  doing  pretty  well  in  the  towns.  You  will  find  the 
doctor  doing  pretty  well,  and  the  lawyer  doing  pretty  well,  and  the 
barber  doing  pretty  well.  In  other  words,  the  barber,  to  give  a 
conmion  illustration,  during  the  war  times  put  the  price  of  a  haircut 
up  to  50  cents,  and  then  the  farmer  was  getting  S2  for  his  wheat. 
But  to-day  you  go  into  that  barber  shop  and  you  still  pay  50  cents 
for  getting  youi-  iiair  cut,  and  the  wheat  is  down  below  a  dollar. 

Senator  Johnson  of  Minnesota.  Oh,  they  put  it  down  a  little  bit 
in  our  State.     It  has  now  come  down  to  40  cents. 

Senator  Ransdell.  But  not  in  proportion  to  the  fall  of  the  price 
of  wheat ;  is  that  not  true,  Senator  ? 

Senator  Johnson  of  Minnesota.  Yes. 

Mr.  Gould.  And  the  same  thing  is  true  with  the  dentist.  I  have 
a  brother-in-law  who  is  a  dentist,  and  I  know  that  during  the  war  the 
prices  charged  by  the  dentist  doubled.  I  asked  him  sorne  time  ago 
if  he  had  come  down  in  his  prices  since  the  war.  He  said,  ''no;  we 
are  holding  them  riirht  where  they  were." 

Senator  Smith.  Now,  is  it  not  because  somebody  has  got  to  main- 
tain not  the  high  cost  of  living,  but  the  cost  of  high  living  ?  Some- 
body has  got  to  support  it. 
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Mr.  Gould.  Yes.  The  whole  thing  is  this,  that  these  other  people 
that  you  are  talking  about  are  organized.  The  city  people  are  organ- 
ized. The  dentists  are  organized,  the  barbers  are  organized,  the 
coal  miners  are  organized.  And  they  hold  these  prices  up.  The 
farmers  are  more  or  less  organized,  but  it  is  a  very  loose,  wide  sort 
of  organization  that  does  not  amount  to  very  much. 

Senator  Johnson  of  Minnesota.  Mr.  Witness,  before  you  close  I 
want  to  ask  you  if  you  agree  with  me  in  this  ?  Suppose  this  bill,  or 
any  other  bill,  will  put  us  on  a  level. 

Mr.  Gould.  Even  them  up  'i 

Senator  Johnson  of  Minnesota.  Yes;  even  them  up.  Who  is  going 
to  pay  the  loss  that  the  farmers  have  suffered;  who  is  going  to  com- 
pensate them  for  the  loss  that  they  have  had  in  the  last  three  years? 
Are  you  going  to  turn  them  away  and  not  compensate  them  at  all? 

Mr.  Gould.  I  don't  see  where  this  is  going  to  compensate  for  the 
loss  that  has  gone  by.  I  don't  think  anything  can  be  done  to  com- 
pensate them  for  the  loss  that  has  gone  by. 

Senator  Johnson  of  Minnesota.  Do  you  not  think  that  if  we  had 
a  price  stabilization  where  the  farmer  can  be  put  on  his  feet  through 
a  price  stabilization  that  that  would  bring  him  back  so  that  he  could 
get  a  little  of  that  back  ? 

Mr.  Gould.  Yes.  My  judgment  is  on  that.  Senator,  that  it  would 
be  very  hard  to  get  such  legislation  through,  even  if  it  were  desirable, 
and  I  feel  that  in  this  bill  you  should  stay  away  from  the  notion  of 
price  stabilization,  and  that  you  should  stay  away  from  Government 
in  business,  and  that  you  should  stay  away  from  price  fixing,  because 
if  you  get  those  things  too  broadly  established 

Senator  Johnson  of  Minnesota.  Are  not  the  railroads  allowed  to 
get  a  fair  return  for  their  business,  for  their  labor,  under  the  Esch- 
Cummins  law  ?  Are  they  not  taken  care  of  ?  Are  not  the  bankers 
going  to  be  taken  care  of  ?  Four  went  up  the  spout  in  New  Mexico 
again  yesterday.     Why  should  we  not  be  taken  care  of? 

Mr.  Gould.  I  think  this  bill  will  help. 

Senator  Johnson  of  Minnesota.  Yes,  this  bill  will  help,  but  will  it 
put  us  back? 

Mr.  Gould.  This  bill,  with  more  organization,  will  bring  the 
farmer  back. 

Now  before  I  quit  I  want  to  say  this,  that  I  don't  think  the  farmer 
is  altogether  hopeless.  One  million  two  hundred  thousand  farmers 
left  the  farms  last  year.  My  guess  is  that  there  are  going  to  be 
2,000,000  farmers  leaving  the  farms  this  year;  more  this  year  than 
last  year.  There  has  been  a  curtailment  of  acreage,  and  it  would  not 
be  surprising  if  we  were  on  a  domestic  basis  quicker  than  they  think. 
We  may  be  importing  wheat  and  other  things  in  this  country  within 
a  very  short  time.  And  we  may  be  surprised  at  how  quickh  that  will 
happen.  I  believe  that  the  future  of  the  farmer  is  fairly  bright,  and 
that  he  is  going  to  come  back  into  his  own.  These  great  organiza- 
tions are  getting  better  right  along.  These  very  hard  times  that  we 
are  now  going  through  force  the  farmer  to  organize,  and  as  he  be- 
comes better  organized,  and  as  such  bills  as  this  go  through  to  help 
him,  his  condition  will  improve.  This  bill  is  not  a  Government  sub- 
sidy. This  bill  is  not  a  bill  where  the  Government  is  getting  right  in 
and  giving  the  farmer  something.  Whenever  you  get  to  doing  that, 
then  the  Last  will  simply  rise  up.     They  do  not  believe  in  it.     But 
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they  can  not  say  very  much  against  this  bill,  because  this  bill  pays 
its  own  way.  Ii  there  is  a  loss  here  the  loss  is  settled  right  back  on 
the  farmer,  and  he  pays  the  loss,  so  they  can  not  say  very  much  about 
this.  This  is  simply  an  expedient.  The  Government  is  assisting. 
The  Government  is  making  tne  machine  for  us  to  work.  Thank  you.. 
The  Chairman.  Mr.  Davis,  of  Montana. 

STATEMENT  OF  C.  C.  DAVIS,  COMMISSIONER  OF  AGRICUL- 
TURE OF  THE  STATE  OF  MONTANA,  HELENA,  MONT. 

The  Chairman.  Will  you  give  your  name,  your  residence,  and  your 
business,  Mr.  Davis. 

Mr.  Davis.  C.  C.  Davis,  Helena,  Mont.;  commissioner  of  agi'i- 
culture  of  the  State  of  Montana. 

The  Chairman.  How  long  have  you  been  such  commissioner? 

Mr.  Davis.  Three  and  a  half  years. 

The  Chairman.  What  were  you  doing  prior  to  that,  Mr.  Davis  ? 

Mr.  Davis.  I  was  the  editor  and  manager  of  the  Montana  Farmer,, 
farm  and  livestock  paper,  in  Great  Falls,  Mont. 

The  Chairman.  You  are  commissioner  under  a  State  law  provid- 
ing for  that  office  ''i 

Mr.  Davis.  Yes,  sir. 

The  Chairman.  What  are  the  duties  of  your  office  ( 

Mr.  Davis.  They  are  rather  general,  because  our  department  of 
agriculture,  Senator,  embodies  a  number  of  divisions  which  were 
consolidated  when  Governor  Dixon  became  Governor  of  Montana. 

The  Chairman.  I  do  not  expect  you  to  give  that  in  detail.  Just 
generally. 

Mr.  Davis.  General  supervision  of  State  activities  affecting  agri- 
culture and  labor. 

The  Chairman.  Were  you  raised  on  a  farm  yourself  ? 

Mr.  Davis.  In  Iowa;  yes,  sir. 

The  Chairman.  Wlien  did  you  go  to  Montana  ? 

Mr.  Davis.  I  went  to  Montana  in  1911,  July  1.  Prior  to  that  time 
I  had  been  in  South  Dakota.  1  used  to  run  a  paper  in  Senator 
Norbeck's  home  town,  Redfield. 

The  Chairman.  xVll  right,  that  gives  your  business  rather  fully  for 
the  record.    Now  go  on  and  tell  us  about  this  bill. 

Mr.  Davis.  I  want  to  add  one  further  word  in  presenting  cre- 
dentials, Senator,  that  I  am  not  here  as  a  State  official,  but  as  a 
representative  of  certain  organizations  that  have  studied  this  agri- 
cultural relief  measure,  and  asked  me  to  come  down  here  at  their 
expense  to  see  what  I  could  do  to  express  their  attitude. 

The  Chairman.  Well,  now,  tell  us  what  those  organizations  are. 

Mr.  Davis.  The  Montana  State  Farm  Bureau,  the  Montana  State 
Farmers'  Union,  the  Montana  Wheat  Growers'  Association,  the 
Montana  State  Bankers'  Association,  and  the  Montana  Retail  Mer- 
chants '  Association  organized  an  export  commission  league  and 
have  held  something  like  50  meetings  over  Montana,  getting  a  general 
reaction  from  the  public  on  this  proposed  measure,  and  it  is  rather 
as  the  representative  of  that  export  league  that  I  am  here  than  as 
a  State  official. 

In  the  northwest — and  what  I  have  seen  convinces  me  that  the 
same  condition  is  true  in  the  Corn  Belt  States — the  root  of  our  agri- 


H 


r 


t 


9 


.'f  . 


cultural  trouble,  as  the  previous  witness  explained,  is  the  relative 
price  of  farm  products;  that  is,  our  major  farm  products. 

The  farmers  have  been  diversifying  out  there  just  as  rapidly  as  it 
can  be  safely  done,  in  mv  judgment.  An  evidence  of  that  is  the  fact 
that  in  1923  the  butterfat  production  in  Montana  increased  40  per 
cent  over  the  butterfat  production  in  1922.  At  the  same  time  our 
corn  acreage  has  expanded  in  the  last  five  years  from  approximately 
'  100,000  acres  to  350,000  acres,  in  five  years'  time. 

Senator  Gooding.  In  com  ? 

Mr.  Davis.  In  com.  We  will  have  this  year  pretty  nearly  a 
10,000,000-bushel  com  crop.  When  the  figures  are  complete  for  last 
year  the  com  production  will  stand  at  approximately  9,000,000 
bushels.  And  at  the  same  time  we  produced  m  Montana  the  largest 
wheat  crop  we  have  had  in  the  history  of  the  State,  approximately 
53,000,000  bushels  of  the  best  hard  milling  spring  wheat  grown  in 
the  country.     That  includes  a  portion  of  winter. 

Notwithstanding  that  production,  which  indicates  that  the  farmer 
is  doing  his  best  to  meet  this  situation,  there  has  not  been  any  im- 
provement in  the  agricultural  situation.  There  has  never  been  a 
time  in  the  memory  of  the  residents  of  Montana  when  the  situation 
has  been  as  tense  or  as  grave  as  it  is  at  the  present  moment.  The 
farmer  is  in  the  front  line  trenches,  so  to  speak,  but  now  the  losses 
have  passed  on  into  the  second  and  third  line  trenches.  That  is, 
the  banks  and  mercantile  establishments.  And  the  failure  of  125 
banks  in  the  State,  as  has  been  presented  before  your  committee, 
and  the  general  demoralization  out  there,  point  to  a  condition  which 
I  want  to  analyze  here.  And  in  approaching  this  I  want  to  use 
generally  the  line  of  reasoning  that  has  been  followed  out  by  the 
farmers  in  Montana  in  reaching  the  position  that  the  plan  proposed 
under  the  McNary  bill  definitely  affects  the  real  fundamental  trouble, 
as  we  see  it  there. 

I  am  sorry  that  Senator  Smith  is  not  here  at  this  moment,  because 
I  wanted  to  discuss  one  point  that  he  raised  before  I  got  into  this 
measure.  That  is:  Why  is  it  that  the  cooperative  organizations  of 
the  farmers  can  not  do  this  job  for  themselves  the  same  as  business 
has  been  able  to  do  it  for  industry  ?  We  have  in  Montana  the  most 
successful  wheat-marketing  organization  in  the  United  States  in  the 
Montana  Wheat  Growers'  Association,  of  that  character.  It  applies 
the  commodity  pool  plan  to  the  marketing  of  wheat,  and  has  ap- 
proximately 11,000  members,  and  has  handled  this  last  year  about  six 
to  seven  million  bushels  of  wheat.  So  I  say  this  in  an  understanding 
of  their  operation,  and  in  complete  friendliness  to  their  plan.  A 
cooperative  organization  could  only  in  imagination  embrace  100  per 
cent  of  the  wheat  producers.  But  let  us  assume  that  you  are  aole 
to  get  75  per  cent  of  the  wheat  producers  into  the  cooperative  organ- 
ization, and  attempted  to  do  what  is  proposed  in  this  bill,  that  is, 
segregate  the  surplus  from  the  amount  which  your  home  market  is 
ready  to  absorb  at  a  fair  exchange  value,  and  place  the  loss  back 
upon  the  members  pro  rata.  You  would  have  tnis  condition.  The 
operation  of  your  cooperative  organization  there  would  serve  to  raise 
the  whole  domestic  price  level  to  every  wheat  grower,  whether  he 
was  inside  or  outside  of  the  organization,  but  the  costs  would  go 
back  to  the  members  of  the  organization  only.  So  that  your  mem- 
bers of  the  organization  would  be  at  a  relative  disadvantage  com- 
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pared  with  your  nonmembers,  and  that  would  be  the  element  which 
would  result  in  the  destruction  of  your  cooperative  organization 
which  attempted  this  task. 

The  Chairman.  In  other  words,  the  man  outside  of  the  organiza- 
tion would  make  more  money  than  the  man  in  ? 

Mr.  Da^^s.  Yes;  by  reason  of  the  activities  of  the  cooperative 
organization. 

The  Chairman.  Exactly. 

Mr.  Davis.  And  we  know  that  is  frequently 
organizations  as  we  have  them  right  now.     1 
point  for  Senator  Smith,  because  he  raised  it,  and  I  think  that  is  an 
miportant  one  to  consider. 

Senator  Gooding.  I  think  that  the  Senator  discussed  those  things 
along  the  line,  though,  that  you  would  have  practically  all  the  pro- 
ducers in  the  one  organization.  I  think  that  is  his  thought  in  that 
connection,  that  you  must  have  them  all  in. 

Mr.  Davis.  As  a  practical  proposition,  Senator  Gooding,  from  your 
knowledge  of  your  wheat  section  you  know  that  would  be  a  very  hard 
thing. 

Senator  Goodino.  An  almost  impossible  tiling  to  do. 

Mr.  Davis.  Yes,  an  almost  impossible  thing  to  do. 

The  Chairman.  Well,  it  would  be  an  impossibility,  because  one 
man  who  staj^ed  out  would  make  more  money  than  his  neighbor  who 
went  in,  and  it  would  be  an  inducement  for  him  to  stay  out. 

Senator  Gooding.  In  the  farming  business  as  well  as  in  anything 
else  there  is  always  some  one  who  is  willing  to  let  the  other  fellow 
pack  the  load;  who  not  only  is  not  willing  to  help  pull  the  load,  but 
who  gets  on  and  rides,  and  even  drags  his  feet  and  raises  up  as  much 
dust  as  he  can  and  delays  the  game. 

The  Chairman.  Yes;  that  seems  plain  to  me. 

Senator  Gooding.  Yes. 

Mr.  Davis.  Now  coming  to  this  question  of  relative  price  I  want 
to  refer  as  a  starting  point  to  a  statement  made  by  a  very  eminent 
gentleman  who  had  come  out  through  our  country  to  consider  agri- 
cultural conditions,  when  he  reported  to  the  President  that  the  price 
of  wheat  was  higher  than  it  was  before  the  war.  Now  that  is  a  very 
misleading  statement. 

The  Chairman.  Who  made  that? 

Mr.  Davis.  Eugene  Meyer.  That  is  a  very  misleading  statement 
for  this  reason,  that  price  properly  considered  is  a  relative  term.  The 
dollars  and  cents  price  is  not  what  interests  the  farmer.  It  is  the 
exchange  value  of  what  he  grows.  That  is,  its  debt-paying  power, 
its  purchasing  power  expressed  in  the  terms  of  commodities  and 
transportation  and  labor.  And  it  is  fair  to  consider  as  a  starting 
point  whether  the  farmers  and  their  products  are  now  enjoying  a 
fair  exchange  in  terms  of  commodities,  and  that  is  exactly  what  this 
bill  aims  to  reach. 

The  other  Senator  who  left  raised  the  Question  of  the  figures  on 
wheat.  I  have  them  before  me,  and  witn  your  permission  I  will 
veiy  briefly  illustrate  that  point  in  terms  of  wheat.  Now  if  wheat 
had  had  the  same  value  in  relation  to  the  general  commodity  level 
that  it  had  for  the  10  years  1905  to  1914  inclusive,  it  would  have  sold 
in  January,  1923,  at  $1.67,  Chicago.     That  is  for  an  average  of  No.  2 
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red  winter  and  No.  1  northern  spring  on  the  Chicago  and  Minneapolis 
markets.  As  a  matter  of  fact  it  sold  for  $1.23.  Approximately  45 
cents  loss,  you  might  say,  to  the  man  who  grew  the  wheat  below 
what  he  would  have  had  if  he  had  been  seUing  under  pre-war 
conditions. 

Senator  Gooding.  As  I  understand  it,  those  who  have  been 
working  on  the  bill  have  figured  that  in  the  140  years  this  Govern- 
ment has  been  in  existence  we  have  established  a  ratio  as  between 
agricultural  labor  and  the  great  industries. 

Mr.  Davis.  Yes. 

Senator  Gooding.  And  what  this  bill  proposes  to  do  is  to  take 
that  ratio  that  has  existed,  taking  the  time  1905  to  1914,  and  using 
this  as  the  basis  ? 


And   to   make   that   the   purchasing  power  of 


Mr.  Davis.  Yes. 

Senator  Gooding, 
farm  products  ? 

Mr.  Davis.  Yes.  And  in  the  case  of  wheat  it  would  have  amounted 
to  from  45  to  60  cents  a  bushel  general  raise  during  the  year  1923 
over  what  the  wheat  actually  sold  for,  which  I  think  effectively 
disposes  of  any  belief  that  we  are  getting  a  higher  pric-e  for  the  wheat 
now,  or  the  same  price  that  we  got  before  the  war. 

Now  interpreting  that  over  to  what  the  corn  belt  man  is  interested 
in,  the  same  relationship  equally  disastrous  to  agriculture  obtains 
for  the  hog  man,  when  the  Chicago  price  for  hogs  during  the  last 
year  ranged  from  $4.50  to  $5.50  a  hundred  pounds  lower  than  the 
hogs  would  have  sold  for  if  thev  had  had  the  same  relative  pur- 
chasing power  that  they  had  for  the  10  years  prior  to  the  war.  Now 
I  am  speaking  for  a  good  deal  wider  field  than  any  personal  judg- 
ment, the  judgment  of  the  people  out  in  the  northwest,  and  we  have 
''evidences  that  it  is  the  judgment  of  the  people  in  the  corn  belt- 
that  judgment  is  that  no  proposed  relief  measure  that  does  not 
attack  this  vital  problem  will  do  the  job  that  the  farmei*s  have  to 

have  done. 

Senator  Gooding.  Let  me  ask  you,  Mr.  Davis,  how  long  have  you 

lived  in  Montana  ? 

Mr.  Davis.  About  12  or  13  years. 

Senator  Gooding.  Are  you  familiar  mth  the  country  of  eastern 
Montana  and  North  and  South  Dakota  ? 

Mr.  Davis.  Yes. 

Senator  Gooding.  You  think  you  are  familiar  with  it  I 

Mr.  Davis.  Well,  I  beheve  I  am  quite  famihar  with  it;  yes,  sir. 
And  I  wanted  to  refer  to  a  condition  there  in  discussing  credit  legis- 
lation at  this  time. 

Senator  Gooding.  Yes:  I  would  be  glad  to  hear  that. 

Mr.  Davis.  This  is  a  problem  that  can  not  be  cured  by  any  exten- 
sion of  credit,  or  it  can  not  be  cured  by  any  alleviation  of  credit 
rates  even  though  that  would,  of  course,  be  a  help,  because  those 
things  do  not  attack  this  fundamental  problem.  And  I  would  say 
in  the  terms  of  the  farmers  out  there  that  what  we  want  is  something 
that  enables  us  to  get  out  of  debt,  rather  than  something  that  enables 
us  to  become  further  indebted,  and  as  a  practical  apphcation  to  that 
section  you  referred  to,  I  think  it  is  out  of  reason  to  expect  that  you 
can  wave  any  magic  wand  over  those  prairies  that  are  organized 
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by  nature  and  by  man  for  a  certain  type  of  farming,  in  which  wheat 
must  continue  to  be  the  major  cash  crop,  and  transform  them  in  a 
short  period  over  into  something  whicn  the}'  are  not.  And  the 
previous  witness  very  plainly  pomted  out  the  disaster  that  might 
attend  a  wholesale  shift  in  production  from  one  field  over  into 
another.  In  other  words,  if  we  are  able  to  accomplish  that,  the  result 
might  be  damaging  to  a  line  of  agricultural  production  which  is  now 
relatively  prosperous,  without  at  the  same  time  increasing  the  pros- 
perity of  our  wheat  farmer,  which  is  the  intent. 

Senator  Gooding.  They  need  not  be  alarmed  about  that.  That 
is  impossible  up  in  that  country  where  tliis  aid  is  going  to.  I  am 
familiar  with  it,  1  know  it,  and  I  have  lived  a  long  time  in  my  own 
country,  which  is  similar  to  yours.  But  I  am  afraid  that  any  move- 
ment of  this  kind  might  do  mt>rc  harm  than  good.  People  will  get  in 
debt.  There  will  be  a  lot  of  enthusiasm  raised.  There  is  not- 
any  doubt  in  my  mind,  Mr.  Chairman,  that  there  has  been  an  organ- 
ized effort  on  the  part  of  the  peoi)le  in  the  Northwest,  the  great 
interests,  as  we  call  them  in  the  Northwest,  to  put  over  the  Norbeck 
bill  in  order  to  divert  the  attention  of  the  people  from  the  real  trouble. 
There  is  not  any  doubt  about  that  in  my  mind,  and  that  when  the 
people  get  wakened  up  to  that  out  there  I  know  they  will  not  be  for 
it,  and  I  know  they  are  not  for  it  to  any  great  extent.  And  I  know 
from  what  the  witness  has  said  and  from  my  own  experience  in  farm- 
ing out  there  for  a  lifetime,  that  if  vou  can  relieve  the  one  great 
condition  out  there,  the  situation  oi  the  wheat  grower,  you  will 
solve  all  the  trouble  out  there,  and  you  can  not  solve  any  of  them  until 
you  do.     Do  not  let  us  make  an}^  mistake  about  that. 

Mr.  Davis.  Relatively  one  is  scratching  on  the  surface  and  the 
other  is  striking  at  the  fundamentals  of  our  diflB.culty  out  there,  and 
that  is  reahzed  by  the  farmers,  and  it  is  realized  by  the  business  naen 
who  have  studied  this  equally,  at  the  present  time.  I  do  not  think 
that  the  same  view  of  it  has  extended  as  far  East  as  it  will  later. 

Now,  I  have  not  attempted  to  go  into  the  Question  of  the  condition 
of  the  farmer  particularly,  because  you  gentlemen  are  as  well  aware 
of  that  as  I  am,  and  there  is  no  use  of  illustrating  that  further.  I 
simply  wanted  to  touch  upon  the  condition,  then  the  cause,  and  pass 
on  then  to  a  discussion  of  what  there  is  that  imderlies  this  difference 
between  the  low  price  of  your  farm  product  in  relation  to  the  general 
cost  level  in  the  United  States. 

Now,  people  have  said  to  me,  and  you  have  heard  it,  that  you  can 
not  do  anything  for  the  farmer  by 'legislation ;  that  he  has  got  to 
work  out  his  difficulties  himself.  And  that  reminds  me  of  an  applica- 
tion of  the  principle  to  the  field  of  agricultural  economics  we  used  to 
hear  in  the  field  of  sanitation  and  human  health.  And  yet  the  view 
has  long  since  been  abandoned  that  when  there  is  a  diseased  condition 
existing  in  the  field  of  sanitation  and  human  health  you  can  not  do 
anything  for  it;  that  vou  have  just  got  to  let  the  patient  recover  or 
die.  And  the  same  thing  is  true  in  the  field  of  agricultural  economics. 
If  you  can  detect  a  diseased  condition,  then  it  is  the  responsibihty 
of  men  who  are  temporarily  in  positions  of  leadership  and  power  to 
attempt  positive  action  that  will  relieve  that  pathological  condition. 
And  if  they  do  not,  I  would  say  that  they  ought  to  get  out  of  the  way 
and  let  some  people  get  at  it  who  can. 
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Now,  in  assuming  that  this  price  condition  exists  that  I  have 
described  briefly,  the  cause,  I  think,  is  found  in  the  fact  that  we  are 
livincr  in  an  artificial  age  in  the  Ignited  States,  where  we  have  various 
forms  of  protection— protection  under  a  protective  tariff,  protection 
under  restrictive  immigration  laws,  protection  for  transportation 
under  the  Esch-Cummins  Act,  protection  by  organization  that^  is 
effective  in  maintaining  a  price  level  which  the  Department  of  Labor 
index  shows  is  approximately  60  per  cent  above  the  10-year  pre-war 

period.  .    . 

senator  Gooding.  That  is  taking  all  classes  of  labor,  is  it  not  f 

Mr.  Davis.  Farm  labor? 

Senator  Gooding.  The  farm  labor,  is  that  60  per  cent? 

Mr.  Davis.  Not  quite.  It  is  lower,  though,  in  relation  to  other 
labor,  just  as  the  farm  products  are  lower  in  relation  to  other  prod- 
ucts. 

Senator  Gooding.  You  say  60  per  cent.  I  have  been  working  on 
that  considerably.  I  find  that  in  the  railroads  the  labor  is  120  per 
cent  above  pre-war.  and  in  the  shipyards  110  per  cent.  The  farm 
labor,  I  thought,  was  about  60  or  65  per  cent. 

Mr.  Davis.  Let  me  explain  my  point.  When  I  said  60  per  cent 
above,  that  referred  to  the  general  commodity  index  of  the  Depart- 
ment of  Labor,  based  upon  over  400  of  the  commodities  weighted 

and  averaged. 

Senator  Gooding.  Yes;  that  is  the  purchasing  power  of  labor  that 

you  are  talking  about  now  ? 

Mr.  Davis.  No;  that  is  the  purchasing  power  of  commodities. 
Now,  the  purchasing  power  of  labor  is  still  higher  than  that.  The 
purchasing  power  of  labor,  as  judged  by  the  labor  index,  is  higher 
than  the  general  commodity.  So,  relatively,  labor  is  in  a  favorable 
strategic  position  at  the  present  time. 

Senator  Gooding.  Yes;  I  understand. 

Mr.  Davis.  Now,  this  bill  intends  to  apply  the  principle  of  protec- 
tion to  agricultural  commodities,  where  protection  in  the  main  is  a 
fiction  rather  than  a  fact  at  the  present  time  by  reason,  as  the  wit- 
ness just  ahead  of  me  explained,  of  a  normal  surplus  grown  in  this 
country  that  is  in  excess  of  the  amount  which  the  domestic  market 
is  prepared  to  absorb  at  a  fair  exchange  value.  And  the  existence 
of  that  surplus,  which  must  be  sold  abroad  at  the  world  price  level 
in  competition  with  the  products  of  countries  with  a  lower  standard 
of  living,  with  lower  wage-earning  power  on  the  part  of  the  laborers, 
it  must  be  sold  abroad  there  on  that  world  price  level,  passing  right 
through  a  tariff  wall  which  in  this  kind  of  commodities  is  more  of  a 
paper  thing  than  it  is  an  actual  thing,  generally  fixes  the  domestic 
price  level  so  it  leaves  the  producer  of  these  basic  farm  commodities 
in  this  position.  He  is  buying  his  labor  and  his  commodities  and  liis 
transportation  on  a  sustained,  protected,  domestic  price  level  and 
selling  his  wliole  product  on  a  world  price  level,  creating  a  condition 
that  is  impossible  to  continue. 

Senator  Gooding.  Well,  now,  just  one  moment.  The  manufac- 
turer is  exporting  all  the  time  and  supports  his  surplus. 

Mr.  Davis.  Yes. 

Senator  Gooding.  He  is  exactly  in  the  same  position  that  the 
farmer  is  with  his  surplus,  only  the  manufacturer  has  got  an  ograni- 
zation,  he  is  able  to  fix  the  price. 
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by  nature  and  by  man  for  a  certain  type  of  farming,  in  which  wheat 
must  continue  to  be  the  major  cash  crop,  and  transform  them  in  a 
short  period  over  into  something  which  they  are  not.  And  the 
previous  witness  very  plainly  pomted  out  the  disaster  that  might 
attend  a  wholesale  shift  in  production  from  one  field  over  into 
another.  In  other  words,  if  we  are  able  to  accomplish  that,  the  result 
might  be  damaging  to  a  line  of  agricultural  production  which  is  now 
relatively  prosperous,  without  at  the  same  time  increasing  the  pros- 
peri  t}"  of  our  wheat  farmer,  which  is  the  intent. 

Senator  Gooding.  They  need  not  be  alarmed  about  that.  That 
is  impossible  up  in  that  country  where  this  aid  is  going  to.  I  am 
familiar  with  it,  I  know  it,  and  I  have  lived  a  long  time  in  my  own 
country,  which  is  similar  to  yours.  But  I  am  afraid  that  any  move- 
ment of  this  kind  might  do  more  harm  than  good.  People  will  get  in 
debt.  There  will  be  a  lot  of  enthusiasm  raised.  There  is  not- 
any  doubt  in  my  mind,  Mr.  Chairman,  that  there  has  been  an  organ- 
ized effort  on  the  part  of  the  people  in  the  Northwest,  the  great 
interests,  as  we  call  them  in  the  I^orthwest ,  to  put  over  the  Noroeck 
bill  in  order  to  divert  the  attention  of  the  people  from  the  real  trouble. 
There  is  not  any  doubt  about  that  in  my  mind,  and  that  when  the 
people  get  wakened  up  to  that  out  there  I  know  they  will  not  be  for 
it,  and  1  know  they  are  not  for  it  to  any  great  extent.  And  I  know 
from  what  the  witness  has  said  and  from  my  own  experience  in  farm- 
ing out  there  for  a  lifetime,  that  if  vou  can  relieve  the  one  great 
condition  out  there,  the  situation  of  the  wheat  grower,  you  will 
solve  all  the  trouble  out  there,  and  3h>u  can  not  solve  any  of  them  imtil 
you  do.     Do  not  let  us  make  any  mistake  about  that. 

Mr.  Davis.  Relatively  one  is  scratching  on  the  surface  and  the 
other  is  striking  at  the  lundamentals  of  our  difficulty  out  there,  and 
that  is  reahzed  by  the  farmers,  and  it  is  realized  b}^  the  business  men 
who  have  studied  this  equally,  at  the  present  time.  1  do  not  think 
that  the  same  view  of  it  has  extended  as  far  East  as  it  will  later. 

Now,  1  have  not  attempted  to  go  into  the  Question  of  the  condition 
of  the  farmer  particularly,  because  you  gentlemen  are  as  well  aware 
of  that  as  I  am,  and  there  is  no  use  of  illustrating  that  further.  I 
simply  wanted  to  touch  upon  the  condition,  then  the  cause,  and  pass 
on  then  to  a  discussion  of  what  there  is  that  underlies  this  difference 
between  the  low  price  of  your  farm  product  in  relation  to  the  general 
cost  level  in  the  United  States. 

Now,  people  have  said  to  me,  and  you  have  heard  it,  that  you  can 
not  do  anything  for  the  farmer  by  leojislation ;  that  he  has  got  to 
work  out  his  difficulties  himself.  And  that  reminds  me  of  an  applica- 
tion of  the  principle  to  the  field  of  agricultural  economics  we  used  to 
hear  in  the  field  of  sanitation  and  human  health.  And  yet  the  view 
has  long  since  been  abandoned  that  when  there  is  a  diseased  condition 
existing  in  the  fiehl  of  sanitation  and  human  health  you  can  not  do 
anything  for  it;  that  you  have  just  got  to  let  the  patient  recover  or 
die.  And  the  same  thing  is  true  in  the  field  of  agricultural  economics. 
If  you  can  detect  a  diseased  condition,  then  it  is  the  responsibility 
of  men  who  are  temporarily  in  positions  of  leadership  and  power  to 
attempt  positive  action  that  will  relieve  that  pathological  condition. 
And  if  they  do  not,  I  would  say  that  they  ought  to  get  out  of  the  way 
and  let  some  people  get  at  it  who  can. 


^ 


1 


PURCHASE   AND  SALJ5  OF   FARM   PRODUCTS. 


393 


i 


Now,  in  assuming  that  this  price  condition  exists  that  I  have 
described  briefly,  the  cause,  I  think,  is  found  in  the  fact  that  we  are 
living  in  an  artificial  age  in  the  Ignited  States,  where  we  have  various 
forms  of  protection — protection  under  a  protective  tariff,  protection 
under  restrictive  immigration  laws,  protection  for  transportation 
under  the  Esch-Cummins  Act,  protection  by  organization  that  is 
effective  in  maintaining  a  price  level  which  the  Department  of  Labor 
index  shows  is  approximately  60  per  cent  above  the  10-year  pre-war 
period. 

Senator  Gooding.  That  is  taking  all  classes  of  labor,  is  it  not? 

Mr,  Davis.  Farm  labor? 

Senator  Gooding.  The  farm  labor,  is  that  60  per  cent? 

Mr.  Davis.  Not  quite.  It  is  lower,  though,  in  relation  to  other 
labor,  just  as  the  farm  products  are  lower  in  relation  to  other  prod- 
ucts. 

Senator  Gooding.  You  say  60  per  cent.  I  have  been  working  on 
that  considerably.  I  find  that  in  the  railroads  the  labor  is  120  per 
cent  above  pre-war.  and  in  the  shipyards  110  per  cent.  The  farm 
labor,  I  thought,  was  about  60  or  65  per  cent. 

Mr.  Davis.  Let  me  explain  my  point.  Wlien  I  said  60  per  cent 
above,  that  referred  to  the  general  commodity  index  of  the  Depart- 
ment of  Labor,  based  upon  over  400  of  the  commodities  weighted 
and  averaged. 

Senator  Gooding.  Yes;  that  is  the  purchasing  power  of  labor  that 
you  are  talking  about  now  ( 

Mr.  Davis.  No;  that  is  the  purchasing  power  of  commodities. 
Now,  the  purchasing  power  of  labor  is  still  higher  than  that.  The 
purchasing  power  of  labor,  as  judged  by  the  labor  index,  is  higher 
than  the  general  commodity.  So,  relativ^ely,  labor  is  in  a  favorable 
strategic  position  at  the  present  time. 

Senator  Gooding.  Yes;  I  understand. 

Mr.  Davis.  Now,  this  bill  intends  to  apply  the  principle  of  protec- 
tion to  agricultural  commodities,  where  protection  in  the  main  is  a 
fiction  rather  than  a  fact  at  the  present  time  by  reason,  as  the  wit- 
ness just  ahead  of  me  explained,  of  a  normal  surplus  gro\^Ti  in  this 
country  that  is  in  excess  of  the  amount  which  the  domestic  market 
is  prepared  to  absorb  at  a  fair  exchange  value.  And  the  existence 
of  that  surplus,  which  must  be  sold  abroad  at  the  world  price  level 
in  competition  with  the  products  of  countries  with  a  lower  standard 
of  living,  with  lower  wage-earning  power  on  the  part  of  the  laborers, 
it  must  be  sold  abroad  there  on  that  world  price  level,  passing  right 
through  a  tariff  wall  which  in  this  kind  of  commodities  is  more  of  a 
paper  thing  than  it  is  an  actual  thing,  generally  fixes  the  domestic 
price  level  so  it  leaves  the  producer  oi  these  basic  farm  commodities 
in  this  position.  He  is  buying  his  labor  and  his  commodities  and  his 
transportation  on  a  sustained,  protected,  domestic  price  level  and 
selling  his  whole  product  on  a  world  price  level,  creating  a  condition 
that  is  impossible  to  continue. 

Senator  Gooding.  Well,  now,  just  one  moment.  The  manufac- 
turer is  exporting  all  the  time  and  supports  his  surplus. 

Mr.  Davis.  Yes. 

Senator  Gooding.  He  is  exactly  in  the  same  position  that  the 
farmer  is  with  his  surplus,  only  the  manufacturer  has  got  an  ograni- 
zation,  he  is  able  to  fix  the  price. 
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Mr.  Davis.  He  can  make  the  protective  tarifT  effective  on  the  price 
level  of  his  product. 

Senator  Gooding.  Yes. 

Mr.  DavIwS.  And  the  same  principle  applies  to  the  field  of  agricul- 
ture as  is  applied  by  a  manufacturer  in  the  sales  abroad.  The  same 
principles  that  are  applied  by  industry,  either  a  manufacturer  or  a 
combination  of  manufacturers  when  operating  behind  a  tariff  wall, 
who  sell  a  regular  or  an  incidental  surplus  abroad  at  the  world  price 
level  without  permitting  that  surplus  to  smash  down  their  domestic 
price  level. 

The  Chairman.  Now,  let  me  ask  you  there:  This  bill  doing  just 
what  you  say  it  will  do,  will  raise  the  relative  price  of  the  farmer's 
product  up  to  this  level  you  are  speaking  about.  But  in  doing  that 
there  is  a  loss  on  the  surplus. 

Mr.  Davis.  Yes,  sir. 

The  Chairman.  That  is  taken  out  of  the  farmer. 

Mr.  Davis.  Yes. 

The  Chairman.  So  as  a  matter  of  fact  when  he  gets  through  with 
the  entire  operation  and  his  loss  is  taken  out,  he  is  not  quite  up  to  that 
level,  is  he '(  He  is  as  much  below  that  level  as  he  has  to  pay  loss  on 
the  surplus  product. 

Mr.  Davis.  Let  us  consider  that  now  again  in  the  terms  of  the 
manufacturer.  Assuming,  Senator,  that  your  manufacturer  does  what 
I  just  described,  sells  abroad  at  the  world  price  level  in  order  to  sus- 
tain a  domestic  price,  he  at  the  same  time  has  taken  a  certain  loss 
on  his  product,  but  he  is  willing  to  do  that  because  of  the  sustained 
domestic  price. 

The  Chairman.  Well  now,  he  does  not  lose  it  himself.  He  makes 
the  consumer  in  this  country  pay  that  loss,  does  he  not  ? 

Mr.  Davis.  Tliat  would  depend  on  his  organization  and  the  height 
of  his  tariff  wall. 

The  Chairman.  Yes.  Oh,  yes;  he  could  not  go  any  higher  than 
the  tariff  wall,  I  see  that. 

Mr.  Davis.  Yes;  neither  c^an  the  farmer. 

The  Chairman.  But  the  difference  is  this,  as  I  see  it:  The  manu- 
facturer does  not  sustain  the  loss,  because  he  adds  it  to  his  price  here 
and  the  consumer  of  his  product  pays  it.  Now,  the  loss  of  th«  farmer, 
in  the  case  of  this  bill,  is  paid  by  the  farmer  himself. 

Mr.  Davis.  I  think  that  on  close  analysis  of  that  point  you  will 
find  that  the  situation  is  quite  similar  for  this  reason,  that  in  either 
event  you  have  taken  a  loss  on  what  you  sold  at  this  level;  you  have 
kept  the  product  at  the  top  of  the  tariff  wall  in  either  case.  Now, 
the  loss  here  is  absorbed  by  your  manufacturer  because  he  can  not 
raise  it  above  the  height  of  the  tariff  wall;  the  loss  in  the  case  of  the 
farmer  is  absorbed  by  the  farmer  because  he  can  not  raise  it  above 

the  tariff  wall. 

The  Chairman.  I  see  that  very  plainly  in  the  case  of  the  manu- 
facturer he  gets  it  up  to  the  tariff  wall.  Up  to  that  height  he  dictates 
the  price  that  the  consumer  in  America  must  pay;  so  he  would  be 
foohsh  indeed  if  he  did  not  add  the  loss  that  he  sustained  in  the  sur- 
plus that  he  sold  abroad  to  the  price  that  he  compelled  the  consumer 
to  pay  here.  But  now  in  this  bill  the  loss  that  is  sutained  here  by 
the  selling  in  the  world's  market  of  the  surplus  is  sustained  in  the 
first  instance  bv  this  commission  —I  think  vou  could  compare  this 
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commission   with   the   manufacturer— but   this   commission   has   no 
power  to  pass  that  on  to  the  consumer.     It  goes  on  the  farmer  to 

pay  it. 

Senator  Gooding.  Always  will  be  so.  Senator,  until  the  farmer  is 

organized  and  has  the  power  to  pass  it  on. 

Mr.  Davis.  Isn't  this  true,  Senator,  that  the  height  of  the  tariff 

wall  is  your  gauge  in  either  instance  as  to  whether  your  comparison 

is  true? 

The  Chairman.  I  admit  that,  yes.  The  manufacturer,  if  the  tariff 
wall  were  taken  down,  and  the  product  came  in  from  abroad,  would 
be  compelled  to  take  a  lower  price  to  meet  in  competition  the  pro- 
duct of  the  foreign  manufacturer.  But  up  to  that  tariff  wall  they  ai'e 
just  alike,  except  that  in  the  one  case  the  loss  is  sustained  by  the 
consumer,  which  the  manufacturer  adds  to  his  product,  and  in  the 
other  case  the  loss  is  passed  back  to  the  farmer,  and  he  pays  it. 

Senator  Smith.  Let  me  suggest  right  there  that  I  think  the  posi- 
tion taken  by  the  commissioner  is  correct,  because  when  this  price 
of  the  manufacturer  has  gotten  up  to  the  top  of  this  wall,  if  he  at- 
tempts then  to  charge  back  his  loss  on  the  exports  he  will  raise  it 
above. 

The  Chairman.  Yes;  I  admit  that.  That  is  perfectly  plain. 
The  tariff  wall,  of  course,  will  be  the  extreme  extent  to  which  he  can 
go.  But  up  to  that  he  controls  the  situation,  and  the  farmer  docs 
not. 

Senator  Gooding.  There  is  not  any  question  about  it,  that  in  one 
case  the  loss  is  passed  on  to  the  farmer,  and  in  the  other  case  the 
manufacturer,  through  organization,  is  able  to  pass  it  on  to  the  con- 
sumer. 

The  Chairman.  And  that  consumer  is  very  often  the  farmer  him- 
self. 

Senator  Johnson  of  Minnesota.  I  have  to  go,  Mr.  Chairman,  and 
before  I  go  I  would  like  to  ask  this  witness  a  question.  Now,  if  you 
through  this  bill  will  raise  the  price  on,  let  us  say,  wheat,  25  cents  a 
bushel,  do  you  not  think  that  would  have  a  tendency  immediately, 
when  that  price  was  set,  for  everybody  else  that  had  anything  to  sell 
to  Mr.  Farmer  to  raise  the  price  of  his  product  ?  Even  in  Wisconsin 
the  dairy  farmer  was  against  any  raise  in  the  price  of  wheat.  Why  ? 
Because  in  the  great  State  of  Wisconsin  the  dairy  farmer  said  that 
it  would  raise  the  price  on  shorts  and  bran  used  for  feeding  the  dairy 
cattle  in  the  State  of  Wisconsin.  Now,  here  is  the  point,  and  I  want 
to  ask  you  if  you  do  not  agree  with  me:  Will  the  farmer  be  in  a 
position  to  keep  up  with  those  fellows  ?  He  will  be  always  trailing 
along,  will  he  not,  even  if  there  is  a  commission  under  the  McNary 
bill  there  to  help  him  in  the  emergency  ? 

Mr.  Davis.  I  am  glad  Senator  Johnson  raised  that  point,  for  this 
reason,  that  at  the  present  time  there  is  no  relationship  between  what 
the  manufacturer  charges  and  what  the  farm  prices  bring  the  farmer. 
I  want  to  illustrate  that  by  what  I  learned  at  Billings,  Mont.,  about 
three  weeks  ago  when  I  was  discussing  with  the  largest  implement 
dealer  there  some  of  the  general  phases  of  these  relative  price  meas- 
ures. He  drew  from  his  desk  two  price  lists,  one  for  April.  1923,  and 
the  other  for  December,  1923.  On  a  two-bottom  plow  the  price  in 
April,  as  I  recall  it,  was  S90.  The  price  in  December  was  $105.  Now, 
Senator,  the  manufacturer  was  raising  his  price  there  without  any 
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relation  at  all  to  the  fact  that  the  farinei^'  price  was  going  up.  As  a 
matter  of  fact,  the  farm  price  in  that  period  had  declined.  So  the 
point  you  raise  I  do  not  believe  is  a  valid  objection  to  this  bill  by- 
reason  of  the  fact  that  other  factors  rather  than  the  purchasing  power 
of  the  farmer  govern  the  rise  and  fall  of  what  we  are  buying. 
.  Senator  JohNvSON  of  Minnesota.  Well,  did  he  state  what  re^ison  he 
had  for  raising  the  price  of  that  plow  from  $90  to  $105  ( 

Mr.  Davis.  He  didn't  liave  any  reason.    He  was  just  as  mad  about 

it  as  we  were.  . 

Senator  Johnson  of  Minnesota.  Well,  if  he  had  that  price  he 
could  not  sell  it  in  December,  anyway.  He  was  waiting  for  the  spnng- 
time  to  come  to  sell  it. 

Mr.  Davis.  That  was  the  factory  price  quoted  to  him.  He  was 
not  setting  the  price. 

Senator  Gooding.  Well,  there  was  a  10  per  cent  raise,  was  there, 
in  farm  machinery  '< 

Mr.  Davis.  That  is  what  he  said. 

Senator  Johnson  of  Minnesota.  Well,  that  was  probably  because 
we  put  a  tonnage  tax  in  the  State  of  Minnesota,  and  they  had  to 
soak  the  consumer.    That  is  what  1  said  in  a  speech. 

Mr.  Davis.  In  other  words,  it  had  no  relation  to  what  the  farmer 
was  getting.    That  is  the  point  I  wanted  to  make. 

Senator  Gooding.  Mr.  Chairman,  I  am  very  sorry  we  have  not 
o-ot  a  full  committee  here  this  morning.  It  seems  to  me  that  this^is 
among  the  best  testimony  we  have  had  on  this  matter  as  to  the 
condition  in  the  West  and  the  real  needs  of  the  farmer.  How  long 
will  it  take  vou  to  finish,  Mr.  Davis  ^ 

Mr.  Davis.  I  would  like  considerable  more  time,  but  I  know  you 

are  all  busy.  ,  .         .-i    ,  ^     •  .     i 

The  Chaiuma^j.  Well,  we  do  not  have  to  quit  until   12  o  clock. 

We  have  20  minutes  yet.  . 

Mr.  Davis.  And  you  will  undoubtedly  liave  questions  on  the  bill 
itself  and  other  things.  xr      i^     • 

The  Chairman.  We  will  finish  with  you  to-morrow,  Mr.  Davis. 
You  can  go  on  again  to-morrow.  . 

Mr.  Davis.  The  measure  proposed  here  is  not  a  sectional  measure 
but  is  national  in  its  scope  and  its  application.  Two  or  three  ques- 
tions that  have  been  raised  that  I  have  heard  bring  that  point  up. 
It  obviously  applies  now  on  wheat  and  cattle  and  hogs.  But  tiie 
cotton  man  is  relatively  in  a  good  position  at  the  present  time  by 
reason  of  a  short  domestic  crop  and  a  high  general  world  level  of 

the  price  for  cotton.  .      o     -^i      r  o     *u 

The  Chairman.  Well,  we  just  heard  from  Senator  Smith,  of  South 
Carolina  who  has  been  called  away  and  is  not  here  now,  just  half 
an  hour  or  so  ago,  during  the  examination  of  the  previous  witness, 
that  while  there  was  a  shortage  in  the  cotton  crop,  and  all  that,  the 
producer  was  not  getting  the  benefit  of  it.  That  the  price  was  down. 
Mr.  Davis.  Was  that  his  statement  as  to  this  last  year  s  cotton 

crop  ^ 

The  Chairman.  He  had  reference  to  present  conditions  down  there. 
Here  is  Senator  Kansdell  who  knows  about  cotton.     I  will  ask  hmi 

if  that  is  true  or  not'^  ,       •        r  ^* 

Senator  Ransdell.  We  are  getting  pretty  good  prices  tor  cotton 

just  now. 
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The  Chairman.  The  producer? 

Senator  Ransdell.  Yes;  the  producer. 

The  Chairman.  Did  you  not  understand,  Senator  Gooding,  that 
Senator  Smith  said  that  the  producer  was  not  getting  the  benefit  of 
the  cotton  situation  ?     That  the  price  was  down  ? 

Senator  Gooding.  The  producers  are  getting  good  prices  for  cot- 
ton because  of  the  boll  weevil.  Because  of  the  boll  weevil  there  has 
been  a  short  crop.  But  many  people  have  been  destroyed  entirely, 
while  the  fellow  who  is  fortunate  enough  to  have  been  able  to  get  a 
crop  has  been  getting  good  prices.  But  on  the  other  hand,  a  great 
deal  of  the  crop  has  been  destroyed  by  the  boll  weevil. 

Senator  Ransdell.  Yes;  that  is  true.  In  the  State  of  Texas 
they  are  getting  a  fair  price  and  a  good  crop,  but  a  great  many 
sections  are  not  getting  any  cotton  at  all  because  of  the  boll  weevil 
The  price  is  around  33  cents  a  pound,  which  is  more  than  the  normal. 
But  that  does  not  begin  to  compensate  them  for  the  extraordinary 
expense  of  making  the  crop  in  many  localities. 

The  Chairman.  Well,  in  other  words,  Senator  Ransdell,  as  1 
understand  it,  while  the  price  now  is  33  cents,  which,  under  normal 
conditions  would  give  the  producer  a  profit 

Senator  Ransdell.  Yes. 

The  Chairman.  The  man  who  produces  a  bale  of  cotton  to  get 
that  33  cents  to-day  has  to  farm  so  much  land  that  he  ought  to 
produce  2  or  3  bales  of  cotton,  is  not  that  true?  ^ 

Senator    Ransdell.  That   is    true    in    a   great    many   localities, 

Senator.  ,  ,        ,    i  ^ 

The  Chairman.  In  that  case  this  man,  although  he  may  be  get- 
tin?  33  cents,  may  be  producing  his  cotton  at  a  loss. 

Senator  Ransdell.  That  is  true  in  a  great  many  localities.  Ihe 
cotton  crop  extends  over  13  States,  as  you  know.  Some  localities 
have  made  a  good  crop  and  have  had  a  fair  return.  Others  have 
suffered  and  had  a  poor  crop,  as  suggested  by  Senator  Gooding, 
because  of  the  boll  weevil,  and  have  sustained  losses. 

Mr.  Davis.  I  merely  wanted  to  point  out  before  leaving  this  point, 
that  while  cotton  is  not  now  in  position  w^here  it  needs  the  operation 
of  a  plan  such  as  we  have  under  this  bill,  there  have  been  rather 
ref'ularly  recurring  periods  in  the  present  century  when  cotton  has 
been  very  low  in  price  in  relation  to  the  general  price  level.  For 
example,  I  have  just  taken  off  these  years  when  that  condition  was 
particularly  true,  from  the  Department  of  Agriculture  records— 
1904,  1906,  1908,  1911,  and  1914.  So  while  it  might  appear  that 
there  was  no  present  need  for  the  operation  of  such  a  naeasure  in 
connection  with  the  cotton  States,  nevertheless  the  condition  may 
easily  recur  in  which  this  would  operate  to  the  price  benefit  of  your 
cotton  grower  just  as  now  it  would  operate  to  help  the  hog  man 
and  the  wheat  man  and  the  cattleman. 

The  Cil\.irman.  Well,  some  time  in  your  testimony— I  do  not  want 
you  to  do  it  now  if  it  would  interfere  with  the  outline  you  have  m 
mind,  but  before  you  leave  the  stand  I  would  like  to  have  you  describe 
just  how  this  bill  would  be  made  to  operate  to  benefit  the  hog  man. 
That  question  has  been  asked  several  times  and  I  do  not  think  satis- 
factorily answered.  -^r     r^^    -  t 

Senator  Gooding.  No;  it  has  not  been  to  me,  Mr.  Chairman.  1 
guess  it  is  well  for  him  to  go  on  with  this,  because  you  can  not  tell 
whether  we  will  have  any  more  Senators  to-morrow  than  now. 
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The  Chairman.  Yes. 

Senator  Gooding.  But  that  is  an  important  thing  that  I  want  him 
to  take  up. 

Mr.  Davis.  You  are  giving  me  a  pretty  large  order,  Senator. 

Tlie  Chairman.  Yes. 

Mr.  Davis.  I  would  rather  develop  this  point  I  am  on  before  I  do 
that,  because  I  would  like  to  be  before  your  committee  again. 

The  Chairman.  Yes;  just  make  a  note  of  it,  and  do  not  forget  it. 

Senator  Gooding.  Yes;  make  a  note  of  it,  and  then  when  you  have 
got  more  Senators  here  give  that  to  us,  because  that  is  one  thing  that 
IS  bothering  all  of  the  Senators. 

The  Chairman.  We  have  alwavs  used  wheat  as  an  illustration,  and 
I  think  that  is  the  simplest  one,  and  makes  the  best  illustration, 
probably,  because  I  can  see  how  you  can  make  it  operate  on  wheat, 
and  you  would  meet  lots  of  difficulties  if  you  are  going  to  save  the 
hog  man. 

Mr.  Davis.  I  don't  want  the  committee  to  understand  that  I  pose 
as  an  expert  in  connection  with  these  things.  I  want  to  work  with 
you  in  helping  to  work  out  a  difficult  problem. 

The  Chairman.  That  is  what  we  want.  I  think  you  are  somewhat 
of  an  expert,  however;  you  have  evidently  studied  it  closely. 

Mr.  Davis.  Thank  you. 

I  wanted  to  point  out  that  in  the  case  of  the  cotton  farmer,  assuming 
now  that  the  world  price  level  arose  so  that  cotton  reached  its  proper 
relationship,  and  then  the  world  price  level  passed  above  it,  then  no 
emergency  would  exist,  and  so  this  measure  would  not  operate  to  hold 
the  price  of  cotton  down  here,  but  would  only  become  operative  like 
a  safety  valve  when  the  condition  dropped  your  price  low  in  relation 
to  other  commodities  and  costs. 

Now  the  principle  of  this  bill,  as  I  have  explained,  is  to  establish 
tariff  schedules  on  these  basic  commodities  of  a  sufficient  height  to 
permit  the  farm  prices  to  rise  behind  them  to  their  pre-war  relation- 
ship with  other  prices,  and  to  gauge  the  height  of  tnis  tariff  wall  by 
that  which  is  necessary  to  cover  the  restoration  of  price  to  its  pre-war 
relationship. 

Senator  Smith.  Now,  does  this  bill  propose  that  this  commission 
which  is  to  be  established — there  is  a  commission  to  be  established  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Smith.  That  they  are  to  hold  the  domestic  sale  within 
their  power  until  those  sales  reach  the  level  fixed  by  them  ?  Who  is 
to  do  the  selling  in  order  to  reach  that  price  ? 

Mr.  Davis.  Do  you  mean  the  selling  abroad  ? 

Senator  Smith.  No,  the  selling  here.  The  selling  abroad  will  take 
care  of  itself. 

Mr.  Davis.  This  would  not  interfere  with  the  general  domestic 
trade.  If  you  want  me  to  discuss  that  point  at  this  time — I  was 
starting  on  another  one — I  will  be  glad  to  do  it. 

Senator  Ransdell.  I  think  you  nad  better  develop  the  point  you 
are  on,  because  the  witness  nas  evidently,  as  the  chairman  says, 
studied  this  measure  very,  very  carefullv,  and  he  started  along  a  Ime 
of  illustration  now.     He  ought  to  be  allowed  to  finish  that. 

Mr.  Davis.  That  is  an  important  point,  Senator. 

Senator  Smith.  They  are  all  important. 
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Senator  Ransdell.  Let  him  develop  what  he  has  started.  He  is 
right  now  in  the  midst  of  an  interesting  point,  and  your  question 
breaks  up  his  line  of  thought.  I  think  he  ought  to  be  allowed  to  go 
ahead. 

Senator  Smith.  Yes :  go  ahead. 

Mr.  Davis.  Now.  I  just  had  stated  that  the  height  of  this  tariff 
wall  is  to  be  measured  bv  the  necessitv  to  cover  the  restoration  of 
the  price  up  to  its  pre-war  ratio,  which  you  explained  very  accurately 
a  moment  ago  yourself.  Senator.  The  power  to  regulate  or  promul- 
gate this  floating  tariff  rests  with  the  President  under  this  bill,  upon 
the  advice  of  this  commission,  so  that  you  would  then  have  a  tariff 
not  based  necessarily  upon  the  difference  between  cost  of  production 
at  home  and  abroad,  which  is  very  difficult  of  determination  in  the 
case  of  farm  products,  but  upon  the  degree  necessary  to  make  pro- 
tection actually  effective  for  agriculture  to  the  same  degree  it 
affects  industry,  and  to  use  th^  Department  of  Labor  index  as  your 
measuring  stick.  That  is  the  fii'st  step  in  this  proposed  measure. 
That  is  to  have  a  tariff  wall  sufficiently  high  to  cover  the  rise  in  price 
to  its  proper  relationship  with  other  prices. 

Now,  that  tariff  might  stand  there  and  be  ineffective  by  reason  of 
this  surplus,  unless  some  method  which  can  not  be  handled  by  the 
growers  themselves  can  be  devised  to  segregate  this  surplus  from  the 
domestic  consumption.  That  is,  the  amount  which  your  domestic 
market  is  ready  to  absorb  at  a  fair  exchange  value. 

I  think  now  I  had  better  take  up  your  point.  Senator. 

Senator  Smith.  I  think  you  had. 

Mr.  Davis.  Assuming  that  you  gave  us  this  commission  effective 
July  1,  1924 — that  is  for  the  purpose  of  illustration — and  you  gave  a 
revolving  fund  of  $200,000,000,  which,  Senator,  is  to  be  replaced  by 
the  excise  taxes  collected  by  the  commodity  which  is  intrinsically 
benefited  in  price.  It  is  not  to  come  out  of  the  Government  Treasury 
under  this  plan.     It  is  simply  a  revolving  fund  to  be  replaced. 

Now  your  commission  using  the  Department  of  Labor  index,  by  a 
simple  problem  of  proportion  works  the  price  out  like  this:  Your 
present  calculated  price  is  to  your  present  general  price  level  as  the 
ten-year  pre-war  price  of  your  commodity  was  to  the  pre-war  general 
commodity  level.     It  is  a  simple  proposition  of  proportion. 

Having  determined  that  calculated  price,  your  commission  would 
then  state  the  calculated  price — I  am  going  to  use  wheat  for  an 
illustration  again — and  it  would  be,  let  us  say,  $1.65  Chicago  on 
certain  grades,  with  the  usual  grade  and  transportation  differentials. 
Now  your  commission  has  power  to  step  in  and  buy  this  surplus,  but 
the  sign  of  the  existence  of  this  surplus  would  be  the  depression  in 
your  price  below  its  calculated  price. 

Now  if  out  through  the  country  the  price  that  is  being  paid  for 
wheat  was  below  the  ratio  price,  that  would  be  an  evidence  of  the 
pressure  of  a  surplus  in  your  market,  and  it  is  the  duty  of  the  com- 
mission to  step  in  and  buy,  thus  segregating  that  surplus,  and  to 
continue  to  buy  until  3^our  price  rises  to  the  relative  price  calculated 
by  the  bill. 

Senator  Smith.  Assuming  that  the  current  price  is  the  world's 
price,  because  in  buying  the  surplus  they  would  buy  at  the  world 
price,  else  they  would  have  a  loss. 
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The  Chairman.  Oh,  no;  they  would  not  buy  at  the  world  price. 

Mr.  Davis.  They  would  buy  it  at  a  sustained  domestic  price  level. 

Senator  Smith.  But  we  all  know  that  that  would  be  practically 
what  the  wheat  would  be  exported  at  a  profit  for. 

Mr.  Davis.  No,  Senator.  That  is  the  world  price  plus  the  height 
of  your  tariff  wall,  sufficient  to  establish  this  commodity  in  its  pre- 
war relationship  with  the  general  commodity  level. 

The  Chairman.  They  would  buy  it  at  this  sustained  price,  but  of 
course  when  they  sold  the  surplus  they  would  sell  it  at  the  world 

price. 

Senator  Ransdell.  If  they  did  not  buy  it  at  a  stable  domestic 
price  there  would  not  be  any  profit  in  it;  they  would  have  to  suffer 
loss  when  thev  export  it. 

Senator  Smith.  What  I  would  like  to  get  at  to  clarify  this  thmg  m 
my  mind  is  this :  The  price  of  wheat  in  America  now  as  compared  with 
what  is  being  received  for  American  wheat  abroad  is  on  a  parity,  is  it 

not,  now? 

Mr.  Davis.  Yes,  except  in  the  Minneapolis  market,  where  we  have 
this  hard  spring  milling  wheat,  where  there  has  been  a  certain  benefit 
from  the  30  cent  tariff.  On  the  other  markets  it  has  been  the  world 
price  with  no  reflection  of  the  tariff  benefit. 

Senator  Smith.  Now,  we  have  got  the  prices,  and  that  price,  let 
us  say,  for  illustration,  is  40  per  cent  below  the  ratio. 

Mr.  Davis.  Yes. 

Senator  Smith.  Now  thejr  begin  to  buy  the  surplus  untu  bv  their 
bidding  and  buying  they  bring  it  up  to  where  you  have  reached  the 
level  of  your  wall.  Now  in  disposing  of  that,  if  they  dispose  of  it  at 
a  loss  that  is  chargeable  back,  if  there  is  a  loss  it  is  chargeable  back 
to  the  general  price  gotten  then  for  the  wheat  under  that  price. 
In  other  words,  the  farmers  or  the  wheat  producers  will  stand  that 

loss. 

Senator  Ransdfxl.  Well,  how? 

Mr.  Davis.  Let  me  read  a  statement  of  an  illustration  into  the 
record  if  I  may,  covering  that  point,  to  illustrate  in  the  case  of  wheat. 
I  am  not  touching  hogs,  Senator. 

Senator  Ransdell.  He  is  going  to  reach  hogs  to-morrow. 

Mr.  Davis.  But  this  is  the  easier  commodity  to  deal  with.  As- 
suming a  domestic  crop  of  800,000,000  bushels,  of  which  200,000,000 
must  sell  abroad,  at  a  price,  including  cost  of  50  cents  a  bushel  below 
the  sustained  domestic  price,  meaning  a  loss  in  the  case  of  wheat  of 
$100,000,000.  That  means  there  must  be  collected  on  each  bushel 
of  the  800,000,000  bushels  as  it  moves  in  trade  an  equalization  fee  of 
12i  cents  a  bushel  on  wheat.  The  wheat  grower  has  thus  financed 
an  operation  which  has  sustained  wheat  at  its  proper  or  pre-war 
relationship  with  other  prices,  or  50  cents  above  the  world  price,  a 
net  increase  of  37i  cents  per  bushel.  To  allow  a  generous  margin  of 
safety  let  us  assume  that  the  commission  has  fixed  an  equalization 
fee  of  20  cents  a  bushel  to  be  collected  and  transmitted  by  all  wheat 
buyers.  At  the  close  of  the  season  then  there  would  be  payable  to 
the  sellers  or  holders  of  this  scrip— I  am  getting  a  little  ahead  of 
my  development  of  the  bill— but  the  holders  of  this  scrip  which  the 
bill  proposes— in  other  words,  a  certificate  that  the  equalization  fee 
has  been  withheld  from  them;  there  would  be  payable  to  these 
sellers  or  holders  of  the  scrip  a  dividend  of  7i  cents  a  bushel,  which 
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is  the  difference  between  the  20  cents  equalization  fee  withlield  out 
of  the  purchase  price  and  the  12^  cents  actual  cost. 

Does  that  cover  vour  point  ? 

Senator  Smith.  Yes;  it  is  a  distribution  over  the  entire  800,000.000 
of  the  difference  in  price  i 

Mr.  Davis.  Yes. 

Senator  Ransdell.  And  no  man  can  sell  u  bushel  of  wheat  witiiout 
paying  that  20  cents. 

Mr.  Davis.  That  has  to  be  withheld  from  his  price. 

Senator  Ransdell.  All  right,  I  understand  it  now.  I  did  not  catch 
it  before.  It  would  take  a  tremendous  lot  of  macliinery  thougii  to 
work  a  thing  of  that  kind. 

Senator  Gooding.  Well,  sometimes  the  patient  needs  a  pretty 
strong  medicine. 

The  Chairman.  It  is  now  five  minutes  of  12.  We  will  adjourn 
until  10  o'clock  to-morrow. 

(Thereupon,  at  11.55  a.  in.,  an  adjournment  was  taken  until  10 
o'clock  a.  m.  of  the  following  day,  Thursday.  Januarv  31.  1924.) 
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THURSDAY,  JANUARY  31,   1924. 

United  States  Senate, 
Committee  ox  Agriculture  and  Forestry, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326,   Senate  Office  Building,   Senator  George  W.   Norris 
presiding. 

Present:  Senators  Norris  (chairman),  Capper,  Gooding,  Ladd, 
Norbeck,  McNary,  Smith,  Keyes,  Ransdell,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Davis, 
will  you  continue  from  where  you  were  yesterday  ? 

STATEMENT  OF  MR.  C.  C.  DAVIS— Continued. 

Mr.  Davis.  Yesterday  I  made  the  statement  that  in  my  judgment 
»  readjustment  of  credit  measures  would  not  strike  at  the  root  of 
•our  trouble  in  agricultural  regions;  that  the  real  trouble  lies  in  rela- 
tive prices  and  measures  that  fail  to  touch  them  will  not  do  the  work 
that  needs  to  be  done,  and  in  support  of  that  I  would  like  to  read 
into  the  record  one  short  paragraph  from  the  report  of  the  Secretary 
of  Agriculture,  made  in  1923,  at  page  6,  which  says: 

Studies  by  this  department  indicate  that  42  per  cent  of  the  farmers  feel  tliat 
their  financial  difficulties  are  due  to  low  prices  of  farm  products;  to  higli  taxes, 
17  per  cent;  high  costs  for  farm  labor,  11  per  cent;  high  freight  rates,  10  per 
cent;  high  interest,  10  per  cent;  reckless  expenditures  during  boom  periods,  6 
per  cent;  and  too  much  credit,  4  per  cent. 

My  recollection  is  that  that  is  based  on  reports  of  some  5,000 
farmers,  indicating  that  most  of  them  had  analyzed  their  own  diffi- 
culty as  too  low  prices,  relatively,  of  the  farm  products. 

The  Chairman.  You  have  not  any  information  as  to  what  class 
of  farmers  made  the  reports,  or  the  geographical  location  of  them, 
or  anything  like  that  i 

Mr.  Davis.  I  believe  they  were,  generally,  from  all  over  the 
country,  because  I  do  not  think  a  sectional  survey  was  made  of  that. 

Senator  Norbeck.  Are  you  prepared  while  here  to  go  into  the 
question  as  to  what  caused  that  low  price  of  farm  products,  based 
on  exchange  values,  what  made  the  other  costs  high  when  the  farmers' 
cost  was  low  ? 

Mr.  Davis.  I  went  into  that  in  considerable  detail  in  the  testi- 
mony yesterday.     Shall  I  go  into  it  again  ? 

Senator  Norbeck.  No;  do  not  do  that  if  you  went  into  it  yester- 
day.    I  will  read  the  testimony. 

Mr.  Davis.  Yesterday,  Senator,  I  covered  generally  the  conditions 
of  the  farmers  and  the  cause:  that  is,  this  low  price  for  farm  products 
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when  compared  with  the  high  cost  paid  for  everything  farmers  buy, 
and  for  the  service  they  receive.  We  went  into  the  costs  of  products 
of  industry,  labor,  and  transportation,  etc.  The  same  degree  of 
protection  is  not  effective  for  agriculture  as  is  effective  for  industry, 
labor,  and  transportation,  by  reason  of  the  fact  that  we  have,  m 
our  major  farm  commodities  a  normal  surplus  above  the  amount 
the  domestic  market  is  ready  to  absorb  at  a  fair  exchange  value. 
The  remedy,  as  we  see  it,  lies  in  making  the  same  degree  of  actual 
protection  effective  for  agriculture  that  is  effective  for  industry 
and  labor  and  to  accomplish  it  through  the  McNary  bill.  That 
briefly  summarizes  the  testimony  given  yesterday. 

Now,  coming  to  the  consideration  of  the  measure  itself,  and  not 
discussing  those  points  that  are  apparent  just  from  a  reading  of  the 
bill,  the  points  that  would  not  be  controversial,  I  would  define 
the  successive  steps  of  operation  under  this  plan  somewhat  as  follows : 

First,  the  creation  of  an  export  commission,  operating  an  export 
corporation  which  has  certain  enumerated  powers  under  the  bill. 

Second,  a  power  lodged  with  the  President,  on  the  advice  of  this 
commission,  to  establish  tariff  schedules  on  agricultural  commodities 
sufficient  to  restore  prices  to  their  pre-war  relationship  with  the 
general  price  level,  if  that  tariff  is  made  effective. 

Now,  it  is  the  duty  of  this  corporation  to  make  these  tariff  sched- 
ules effective  by  applying  the  same  principles  that  are  frequently 
applied  by  manufacturers  or  combinations  of  manufacturers  when 
they  have  a  surplus  and  sell  it  abroad  on  the  world  price  level,  in 
order  to  keep  it  off  the  domestic  market  so  it  won't  smash  down  the 
domestic  price.  So,  as  the  third  step,  this  corporation  would  stand 
ready  to  Duy  at  this  calculated  domestic  price  which  I  went  into, 
I  think,  sufficiently  yesterday,  whenever  a  surplus  appears  to  be 
depressing  the  domestic  prices  below  this  calculated  relationship 
to  the  general  cost  level,  so  that  their  buying  operation — in  other 
words,  the  segregation  of  this  surplus  from  the  supply  that  is  on  the 
domestic  marKet  in  order  that  it  may  be  sold  abroad — would  permit 
the  prices  to  rise  to  the  old-time  relationship  to  the  general  cost 
level  which,  in  the  case  of  wheat  last  year,  would  be  50  or  60  cents 
above  what  it  sold  for. 

My  observation  of  the  grain  trade  in  the  country  has  been  gained 
from  the  fact  that  the  supervision  of  the  elevators  of  Montana,  by 
law,  lodges  with  the  department;  we  bond  them  and  examine  them 
and  keep  rather  in  close  contact  with  the  grain  buying  business. 
And  my  observation  has  convinced  me  that  the  grain  trade  in  the 
country  is  willing  to  bu}-  at  the  figure  which  it  knows  it  can  resell  at, 
and  still  take  its  margin  of  profit  out  of  it.  The  grain  men  of  the 
countiy  do  not  buy  and  hold  grain  for  a  rise  in  prices,  but  the  general 
practice  is  to  bu}'  grain  and  sell  futures  on  the  market  immediately 
so  that  they  pass  the  speculative  risk  on  to  someone  else  and  later, 
when  there  is  an  actual  sale,  they  buy  to  cover  their  original  futures 
sale,  and  thus  have  checked  the  transaction  and  passed  the  risk  on. 

If  your  commission  is  in  the  market  with  power  and  willingness 
to  buy  at  this  calculated  price  that  establishes  the  price  throughout 
the  country,  then  the  grain  trade  would  buy,  because  what  they  are 
interested  m  is  their  handling  cost  and  margin  of  profit,  and  it  does 
not  make  any  difterence  at  what  level  they Tbuy,  and  my  real  belief 
is  that  they  would  prefer  to  buy  it  on  this  level  up  here  with  a  satis- 
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fied  farmer  rather  than  at  this  level  down  here  with  the  farmer  who 
says,  ''  You  grain  gamblers  are  holding  the  price  do^^Ti  below  the 
cost  of  production  and  are  robbing  us." 

This  operation  under  this  bill  must  be  financed  b}^  the  industry 
itself,  just  as  the  manufacturer  finances  his  sale  abroad  at  a  low 
price  of  whatever  surplus  has  developed.  Senator  Norris  and  I 
discussed  that  point  yesterday,  and  I  wanted  to  draw  the  analogy 
just  a  little  plainer  than  I  did  yesterday:  Let  us  assume  that  a  manu- 
lacturer  has  been  operating  behind  a  fixed  tariff  wall  here  and  he 
has  been,  through  territorial  agreements,  and  by  more  or  less  monop- 
olistic control  of  markets,  holding  his  price  near  to  the  top  of  the 
wall.  Any  surplus  developed  which  he  has  to  sell  abroad  at  this 
low  price  level  he  will  sell  just  as  your  commission  would  sell.  The 
question  the  Senator  raised  was:  ''Does  not  the  manufacturer  pass 
his  loss  here  on  to  the  consumer  which  would  not  be  possible  under 
this   proposed   McNary   measure?" 

Now,  my  answer  to  that  is  that  if  the  manufacturer's  price  had  been 
held  about  to  the  top  of  the  tariff  wall  and  a  sale  aoroad  became 
necessary  at  a  loss,  this  tariff  wall  fixing  the  height  of  the  domestic 
price  would  leave  them  in  exactly  the  same  situation  in  each  case. 
The  gauge  of  the  domestic  price  would  be  the  top  of  the  tariff  wall 
and  in  each  case  the  industry  would  absorb  the  cost  and  loss  and  be 
unable  to  pass  it  on  above  the  height  of  the  tariff  wall. 

Senator  Gooding.  And  that  loss  he  sustained  in  export,  he  could 
add  to  the  domestic  market.  That  the  wheat  grower  or  farmer  could 
not  do.  That  is  a  cost  that  the  farmer  puts  in  of  production;  the  loss 
he  sustains  he  adds,  and  very  properly,  as  the  cost  of  production,  and 
he  has  the  advantage  over  the  farmer  in  that,  too,  for  he  can  close 
down  his  mills  or  ho  can  create  a  demand  at  home  for  his  products, 
and  that  the  farmer  can  not  do.  He  has  no  chance  to  add  the  loss  he 
sustains  abroad  to  the  home  price. 

Mr.  Davis.  No;  and  in  some  cases  neither  can  the  manufacturer. 

Senator  Goodixg.  The  manufacturer  can  shut  dowTi  his  mill  when 
there  is  a  surplus,  and  the  public  sustains  him  in  closing  his  mill. 
However,  with  the  farmer,  he  has  to  go  on  with  his  crop. 

Mr.  Davis.  As  I  sav,  the  manufacturer  can  not  always  do  that. 
There  is  an  instance  oi  the  United  States  Steel  Corporation.  Let  us 
take  that  as  an  illustration:  Last  year,  in  November,  a  study  of  the 
export  price  of  steel  and  the  domestic  price  of  steel  established  this 
fact :  Tnat  the  steel  manufacturers  had  sold  abroad  at  an  export  price 
that  was  fully  33 J  per  cent  lower  than  the  sustained  domestic  price 
approximately  $400,000,000  worth  of  steel  products  in  a  year. 

The  Chairman.  What  per  cent  ? 

Mr.  Davis.  Thirty-three  and  a  third  per  cent. 

Senator  Johnson.  I  am  informed  that  they  sold  steel  rails  in 
Canada  at  a  good  deal  less  than  that. 

Mr.  Davis.  The  figures  I  had  were  export  prices  to  England  of 
$1.61  on  bar  steel  as  compared  to  the  domestic  price  of  $2.40  in  the 
United  States  market,  and  that,  I  think,  draws  an  analogy. 

Senator  Gooding.  This  point  you  overlooked  as  far  as  the  pro- 
duction of  steel  is  concerned:  Steel  does  not  reach  very  far  into  the 
interior  on  account  of  freight  rates.  We  have  a  tariff  on  cement,  but 
it  can  not  affect  the  price  of  cement  ver}^  far  in  the  interior,  and  there 
they  can  add  the  price  to  the  product. 
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Mr.  Davis.  There  is  no  question  about  that.  I  quite  agree  with 
the  chairman  that  sometimes  the  manufacturer  has  decidedly  the 
advantage  over  the  farmer  in  passing  it  on,  while  the  farmer  can  not 
possibly  do  that. 

The  Chairman.  Mr.  Davis,  I  offered  that  objection  vesterday,  not 
because  it  ought  to  be  a  sufficient  objection  to  defeat  legislation  at  this 
time,  but  in  the  interest  of  foresightedness  and  to  get  the  question 
before  us.  I  do  not  think  that  your  answer  as  it  is  made  now,  or  as  it 
was  made  yesterday,  does  away  with  that  objection.  It  seems  to  me 
that  in  that  particular  we  have  reached  a  point  where,  at  least  from 
any  measures  you  have  set  up  in  this  bill,  as  far  as  I  know,  and  1  do 
not  know  of  any  way  of  setting  it  up,  you  can  not  meet  the  point. 

Senator  Gooding.  You  can  only  meet  it  by  organization  on  the 
part  of  the  farmers. 

The  Chairman.  Here  you  have  a  method  set  up  on  the  face  of  it 
which  is  not  deceiving  anybody;  it  is  perfectly  honest,  but  the  measure 
does  provide  for  the  meeting  of  this  loss  by  taking  it  out  of  the 
farmers,  the  producer. 

Mr.  Davis.  Yes;  there  is  no  question  about  that. 

The  Chairman.  We  can  not  get  away  from  that  and  you  do  not 
want  to  get  away  from  that.  The  fellows  who  advocate  this  bill 
say,  ''We  will  make  the  farmers  bear  their  own  burdens,  but  we  are 
going:  to  furnish  Government  assistance  to  the  extent  that  they  will 
be  able  to  carry  out  that  scheme  and  only  to  that  extent." 

Mr.  Davis.  Yes,  sir. 

The  Chairman.  Now,  the  point  I  made  yesterday — and  it  seems 
to  me  it  stands  uncontradicted  and  can  not  be  contradicted — is  that 
it  is  hardly  parallel  with  the  manufacturer  under  a  tariff  who  oper- 
ates behind  the  tariff  wall,  because  all  the  way  through  from  the 
very  beginning  this  manufacturer  very  properly  does — and  as  long 
as  we  have  that  kind  of  a  law  I  do  not  blame  him  for  doing  it — pro- 
tect himself  all  he  can,  so  as  to  still  keep  safe  beliind  the  tariff  wall 
and  keep  the  selling  price  of  his  product  up  to  a  very  high  rate,  to  the 
height  of  the  tariff  wall,  the  highest  point  that  it  will  permit  him  to 
put  it,  and  as  long  as  he  does  not  get  it  any  higher  tnan  the  tariff 
wall  he  is  perfectly  safe  from  outside  competition.  The  farmer  does 
the  same  tning.  The  manufacturer  has  added  that  to  the  sale  price 
that  the  consumer  pays  to  make  that  ^ood.  The  farmt^r,  under  this 
bill,  is  going  to  do  the  same  thing;  he  is  going  to  put  his  product  up 
as  high  as  the  tariff  wall  will  permit  him ;  but  wlien  it  comes  to  a 
loss,  he  levies  a  direct  tax  on  himself  to  pav  it,  and  he  will  pass  that 
on.     That  is  the  effect  of  the  bill. 

Mr.  Davis.  I  do  not  think  this  should  be  given  too  much  relative 
importance. 

The  Chairman.  But  the  manufacturer  already  has  saved  himself 
against  that  loss. 

Senator  Gooding.  He  has  the  full  benefit  of  the  tariff,  and  the 
farmer  has  not.  The  farmer  does  not  get  the  benefit  of  it  now,  and 
he  never  has  got  it,  because  the  other  fellow  makes  the  price  of  the 
farmer's  product,  and  not  until  the  farmer  is  organized  as  the  manu- 
facturer is  organized  can  he  get  the  full  benefit  of  it. 

The  Chairman.  He  would  be  handicapped,  then,  because,  as  you 
said  a  while  ago,  when  the  farmer  starts  out  on  his  crop  he  has  to 
harvest  it.     But  if  the  manufacturer  starts  out  to  make  a  table,  for 
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instance,  and  he  starts  out  to  make  a  million  tables  like  that,  and  the 
tariff  IS  so  lugh  he  finds,  even  in  the  middle  of  the  season,  probably, 
that  there  is  goin^  to  be  a  surplus  in  the  home  market  and  that  the 
home  market  will  not  absorb  it,  he  cuts  down  the  manufacturing, 
but  the  farmer  has  his  crop  half  raised,  and  he  has  to  harvest  Ms 
whole  crop. 

Senator  Keyes.  You  don't  think  a  manufacturer  can  take  that 
position  without  incurring  loss? 

The  CiLViRMAN.  He  will,  but  that  loss.  Senator,  is  not  so  great. 

Senator  Keyes.  I  think  the  loss  is  often  underestimated.  It  is 
rarely  considered  what  it  costs  the  manufacturer  to  close  his  plant. 
He  has  stock  on  hand  and  things  of  that  sort. 

Senator  Johnson.  I  want  to  ask  you  if  you  have  ever  heard  of  any 
opposition  from  the  grain  exchanges,  any  opposition  to  this  measure  ? 

Mr.  Davis.  What  I  tell  you  will  be  hearsay,  entirely,  Senator,  but 
I  was  told  yesterday  that  a  request  had  been  lodged  with  the  chairman 
of  the  House  Committee  on  Agriculture  bv  a  representative  of  the 
Chicago  or  Minneapolis  Board  of  Trade,  I  have  forgotten  which,  for 
permission  to  appear  in  opposition  to  the  McNary  bill. 

Senator  McNary.  I  will  say  that  the  head  of  a  grain  establishment 
m  Chicago  wrote  me  in  opposition,  and  I  told  him  to  write  to  Senator 
Norris  and  take  the  matter  up  with  the  committee. 

The  Chairman.  I  have  an  idea  that  they  will  appear  before  the 
committee  hearings  are  closed. 

Senator  Gooding.  Against  the  bill? 

The  Chairman.  Yes. 

Mr.  Davis.  Now,  on  the  question  of  how  these  losses  in  the  opera- 
tion of  the  corporation  are  going  to  be  met:  The  calculated  ''equali- 
zation fee" — that  is  the  term  used  in  the  bill — ^is  fixed  by  the  corpora- 
tion on  each  unit  of  such  protected  commodity,  as  it  moves  in  trade, 
and  is  sufficient  to  cover  the  costs  of  operation  and  the  losses  incurred 
by  reason  of  buving  in  the  domestic  market,  at  this  sustained  domestic 
price  level,  and  then  selHng  abroad  at  world  prices. 

Certificates  or  script,  as  the  bill  refers  to  it,  are  issued  to  the  pro- 
ducer or  farmer,  representing  the  amount  of  equalization  fee,  which 
fee  is  withheld  to  cover  the  cost  of  operation  so  that  at  the  close  of 
the  year  there  might  be  returned  pro  rata,  as  a  dividend  on  this 
script,  the  amount  left  over  after  the  costs  and  losses  have  been  paid. 
The  equalization  fund,  thus  collected  by  the  corporation,  and  the 
cost  of  operation  in  the  case  of  each  commodity  are  held  separate 
and  checked  against  each  other  so  that  there  is  no  confusion  between 
the  equalization  fund  on  hogs,  for  example,  and  on  wheat. 

The  Chairman.  The  loss,  if  any,  on  hogs  will  be  sustained  by  the 
man  who  sold  hogs  and  they  w4ll  not  contribute  to  any  loss  sustained 
by  the  man  who  sold  cotton  or  wheat  ? 

Mr.  Davis.  That  is  the  principle  of  the  bill.  I  illustrated  that 
3'esterday  in  the  case  of  wheat. 

Senator  Gooding.  Are  you  taking  up  the  hvestock  end  of  it  now  ? 

Mr.  Davis.  I  am  going  to  develop  that  this  morning. 

Senator  Gooding.  You  had  better  clean  up  the  rest  of  it  before 
you  start  on  that. 

Mr.  Davis.  Take  an  illustration  in  the  case  of  wheat:  Let  us  sav 
you  fixed  your  equalization  fee— we  will  allow  a  margin  of  safety— at 
83904— 24— PT  2 3 
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20  cents  a  bushel,  and  the  actual  costs  and  losses  will  amount  to  12^ 
cents  a  bushel,  which  is  substantially  the  way  it  would  be  or  would 
have  operated  in  1923  to  get  a  price  increase  of  approximately  50 
cents  a  bushel,  there  would  then  be  a  difference  between  20  cents  and 
12^  cents  a  bushel,  the  actual  cost,  returnable  on  this  script  which 
would  be  cashed  in  at  the  post  offices  and  at  the  various  member 
banks  of  the  Federal  reserve  bank  system. 

The  measure  is  not  sectional,  but  it  is  national  in  its  application 
since  it  touches  wheat  and  livestock  and  livestock  proaucts  and 
cotton  or  any  of  these  major  commodities  in  which  an  emergency 
exists  by  reason  of  the  surplus  which  can  not  be  absorbed  at  a  fair 
exchange  value  in  the  domestic  market. 

Now,  generallv,  and  subject  to  the  questions  which  will  occur  to 
you,  that  completes  the  review  of  just  the  general  aspects  of  the 
matter. 

Senator  McNary.  I  was  compelled  to  attend  another  meeting 
yesterday  morning,  a  committee  meeting,  and  I  am  sure  that  you 
discussed  section  24  with  respect  to  the  ratio  price,  etc.,  and  how  these 
various  prices  are  ascertained,  and  if  you  particularly  described  how 
you  reached  the  pre-war  purchase  price  or  exchange  value  of  wheat  ? 

Mr.  Davis.  I  did  not  go  into  it  with  as  much  detail  as  I  should. 

Senator  McNary.  I  think  it  is  important  if  you  have  not.  If  you 
have  not  put  it  in  the  record  I  think  it  should  go  in,  but  if  you  have 
put  it  in  the  record  I  won't  ask  you  to  repeat  it. 

Mr.  Davis.  It  is  a  simple  problem  of^  proportion.  There  is  no 
fourth  dimension  or  mystery  about  it.  It  is  simply  a  mathematical 
computation.  The  bill  states  it  very  completely,  and  it  can  be  ex- 
pressed in  simpler  language  if  necessary,  but,  in  the  last  analysis,  it  is 
just  a  problem  of  proportion. 

Senator  Gooding.  These  are  fixed  and  only  fluctuate  by  what  you 
might  call  the  cost  of  production  or  the  exchange  value.  If  labor 
goes  up  or  labor  goes  down,  or  the  cost  of  other  commodities  go  up 
or  down,  they  will  fluctuate,  likely,  with  the  price  of  labor — that  is 
the  only  thing  that  might  be  affected. 

Mr.  Davis.  This  is  intended  to  let  farm  commodities  fluctuate  in 
harmony  with  the  general  cost  level  rather  than  to  let  them  be  down 
when  the  general  cost  level  is  up. 

The  Chairman.  To  get  that  for  the  pre-war  period,  you  took  a 
certain  number  of  articles  in  general  use? 

Mr.  Davis.  Yes. 

The  Chairman.  And  found  out  the  relation  they  bore  to  the  selling 
price  of  the  particular  commodity  on  which  you  wanted  to  get  the 
price  level  ? 

Mr.  Davis.  Yes;  it  was  simply  a  problem  of  proportion. 

The  Chairman.  Now,  if  you  have  done  that,  you  took  these  same 
commodities  and  raised  the  price  of  the  pre-war  level  up  to  the  point 
where  the  relative  value  will  be  the  same  as  regards  the  particular 
commodities  that  are  used  as  a  basis. 

Mr.  Davis.  That  is  completely  stated. 

The  Chairman.  Now,  1  have  thought,  and  you  have  referred  in 
the  bill  to  a  bulletin  bv  the  Labor  Department,  that  we  ought  to  put 
it  in  the  record.     Maybe  it  would  be  a  good  thing  to  put  it  in  now,  the 
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list  of  those  commodities.     They  are  not  in  the  record.     Do  you  have 
this  document  ? 

Mr.  Davis.  I  can  obtain  a  list  of  the  commodities. 

The  Chairman.  There  are  400  of  them.  Don't  the  committee 
think  that  they  ought  to  be  each  separately  incorporated  in  the 
record  ? 

Senator  Gooding.  I  do  think  they  ought  to  go  in. 

Mr.  Da\^s.  At  the  present  time  the  Bureau  of  Labor  Statistics 
computes  wholesale  prices  on  404  commodities,  covering  farm 
products,  foods,  clothes,  and  clothing,  fuel  and  lighting,  metals  and 
metal  products,  building  materials,  chemicals  and  drugs,  house 
furnishmg  goods,  and  miscellaneous  commodities,  and  there  is  avail- 
able in  the  bureau  price  information  on  which  the  majority  of  these 
commodities,  since  1890.  Bulletin  No.  335  referred  to  in  the  bill 
gives  certain  information  concerning  these  commodities. 

The  Chairman.  What  we  want  is  this:  This  bill  uses  a  certain  list 
of  commodities  upon  which  they  base  the  price  fixing  functions  of 
this  bill,  and  we  want  in  the  record  the  list  of  these  commodities. 

Senator  Gooding.  I  think  that  is  ver}^  proper,  because  we  are 
using  that  as  a  basis  of  the  whole  thing.  The  price  has  nothing  to 
do  with  it.     They  won't  control,  because  they  fluctuate. 

The  Chairman.  Of  course  they  will. 

Senator  Gooding.  But  the  committee,  it  seems  to  me,  ought  to 
have  the  list  of  these  commodities. 

The  Chairman.  The  members  of  the  Senate,  when  this  bill  comes 
up  for  consideration,  will  want  to  know  what  the  prices  are,  and 
will  at  least  want  to  have  an  opportunity  to  know  that,  and  we 
want  in  the  hearings  to  give  them  a  list  of  the  commodities  so  that 
they  can  get  it  and  they  will  have  before  them  the  basis  of  the  price- 
fixing  operations  of  the  bill  upon  these  commodities  here  named. 
I  want  to  put  in  your  testimony,  Mr.  Davis,  a  list  of  these  com- 
modities, the  ones  referred  to  in  the  bill  itself.  If  this  list  that  you 
have  is  a  correct  list  you  may  read  it. 

Mr.  Davis.  I  would  like  to  state  that  the  commodities  upon  which 
these  current  commodity  prices  will  be  computed  are  the  com- 
modities mentioned  in  the  December,  1923,  bulletin  of  the  Bureau 
of  Labor  Statistics,  United  States  Department  of  Labor,  these 
commodities  being  listed  as  follows : 


Farm  Products. 


GRAINS. 


Barley,  malting. 
Corn: 

Contract  grades. 

No.  3  mixed. 
Oats,  contract  grades. 
Rye,  No.  2. 
Wheat: 

No.  1,  northern  spring. 

No.  2,  red  winter. 

No.  2,  hard  winter. 

No.  1,  northern  spring. 

No.  1,  hard  white. 


Farm  Products — Continued. 

LIVESTOCK    AND    POULTRY. 

Cattle,  steers: 

Choice  to  prime. 

Good  to  choice. 
Hogs: 

Heavy. 

Light. 
Sheep : 

Ewes,  native,  all  grades. 

Lambs,  western,  good  to  choice. 

Wethers,  fed,  good  to  choice. 
Poultry,  live  fowls. 
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Farm  Products — Continued. 

OTHER    FARM    PRODUCTS. 

Beans,  medium,  choice. 
Clover  seed,  contract  grades. 
Cotton,  middling: 
Cottonseed. 
Eggs,  fresh: 

Firsts,  western. 

Firsts. 

Extra  firsts. 

Candled. 

Firsts. 

Extra,  pullets. 
Flaxseed,  No.  1. 
Hay: 

Alfalfa,  No.  1. 

Clover,  mixed,  No.  1. 

Timothy,  No.  1. 
Hides  and  skins: 

Calfskins,  No.  1,  country. 

Goatskins,  Brazilian. 

Hides,  heavy,  country  cows,  No.  1. 

Hides,     packers,     heavy,     native 
steers. 

Hides,     packers,     heavy,     Texas 
steers. 
Hops,  prime  to  choice: 

New  York  State. 

Pacific. 
Milk,  fluid. 
Onions,  fresh,  yellow. 
Peanuts,  No.  1,  Norfolk,  Va. 
Potatoes : 

White,  good  to  choice. 

Sweet,  No.  1. 
Bice: 

Blue  Rose,  head,  clean. 

Honduras,  head,  clean. 
Tobacco,  Burley,  good  leaf,  dark  red. 
Wool,  Ohio: 

Fine  clothing,  scoured. 

Fine  delaine,  scoured. 

Half  blood,  scoured. 

One-fourth       and       three-eighths 
grades,  scoured. 

Foods. 

MEATS. 

Beef,  fresh: 

Carcass,  good  native  steers. 

Sides,  native. 
Be  *■,  salt,  extra  mess. 
Hams,  smoked. 
Lamb,  dressed. 
Mutton,  dressed. 
Pork,  fresh: 

Loins. 

Loins,  western. 
Pork,  cured: 

Mess,  salt. 

Sides,  rough. 

Sides,  short,  clear. 
Poultry,  dressed: 

Hens,  heavy. 

Fowls. 
Veal,  dressed,  good  to  prime. 


Foods — Continued. 

BUTTER,    CHEESE,    AND    MILK. 

Butter,  creamery,  extra. 
Cheese,  whole  milk: 

American,  twins. 

State,  fresh  flats,  colored,  average. 

California  flats,  fancy. 
Milk,  fluid.     (See  Farm  Products.) 
Milk,  condensed. 
Milk,  evaporated. 

OTHER    FOODS. 

Beans,    medium,    choice.     (See    Farm 

products.) 
Bread,  per  pound. 
Cocoa  beans,  Arriba. 
Coffee,  Rio,  No.  7. 
Copra,  South  Sea,  sun  dried. 
Eggs,  fresh.     (See  Farm  products.) 
Fish: 

Cod,  large,  shore,  pickled,  cured. 

Herring,  large,  split. 

Mackarel,  salt,  large,  3s. 

Salmon,  canned,  Alaska,  red. 
Flour,  rye,  white. 
Flour,  wheat: 

Winter  patents. 

Winter  straights. 

Standard  patents. 

Second  patents. 

Patents. 

Patents,  soft,  winter. 

Straights,  soft,  winter. 
Fruit,  canned: 

Peaches,  California,  standard  2js. 

Pineapples,  Hawaiian,  sliced,  stand- 
ard 2^s. 
Fruits,  dried: 

Apples,  evaporated.  State,  choice. 

Currants,  Patras,  cleaned. 

Prunes,  California,  60-70s. 

Raisins,  coast,  seeded,  bulk. 
Fruit,  fresh: 

Apples,  Baldwins. 

Bananas,  Jamaica,  9s. 

Lemons,  California,  choice. 

Oranges,  California,  choice. 
Glucose,  42°  mixing. 
Hominy  grits. 
Lard,  prime,  contract. 
Meal,  corn: 

White. 

Yellow. 
Molasses,  New  Orleans,  fancy. 
Oatmeal. 

Oleomargarine,  standard,  uncolored. 
Oleo  oil,  extra. 
Pepper,  black,  Singapore. 
Rice.     (See  Farm  products.) 
Salt,  American,  medium. 
Sugar: 

Granulated,  in  barrels. 

Raw,  96°  centrifugal. 
Tallow,  edible. 
Tea,  Formosa,  fine. 
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Foods — Continued . 
OTHER  poods — continued. 

Vegetables,  canned: 

Corn,  Maryland,  standard. 

Peas,  State  and  western,  No.  5. 

Tomatoes,  New  Jersey,  standard, 
No.  3. 
Vegetables,    fresh.     (See   Farm    prod- 
ucts.) 
Vegetable  oil: 

Coconut,  crude. 

Corn,  crude,  in  barrels. 

Cottonseed,  prime,   summer,   yel- 
low. 

Olive  oil,  edible,  in  barrels. 

Peanut,  crude. 

Soya  bean,  crude,  in  barrels. 
Vinegar,  cider,  40  grain,  in  barrels. 

Cloths  and  Clothing. 

BOOTS  AND  SHOES,  FACTORY. 

Children's: 

Little  boy's,  gun  metal,  blucher. 
Child's,  gun  metal,  polish,  high  cut. 
Misses',   black,   vici,  polish,   high 

cut. 
Youths',  gun  metal,  blucher. 
Men's: 

Black,  calf,  blucher. 

Black,  calf,  Goodyear  welt,  bal. 

Black,  dress,  Goodyear  welt,  side 

leather. 
Gun    metal,    Goodyear    welt, 

blucher. 
Mahogany,    chrome,    side,    Good- 
year welt,  bal. 
Tan,  dress,  Goodyear  welt,  calf. 
Tan,   dress,    Goodyear  welt,   side 

leather. 
Chocolate,  elk,  blucher. 
Vici  kid,  black,  Goodyear  welt. 
Women 's : 

Black,  kid,  Goodyear  welt,  8i-inch 

lace. 
Colored,  calf,  Goodyear  welt,  lace 

oxford. 
Kid,    black,    McKay   sewed,   lace 

oxford. 
Patent     leather    pump,     McKay 

sewed. 

COTTON    GOODS,    FACTORY. 

Denims,  Massachusetts,  2.20  yards  to 

the  pound. 
Drillings,  brown: 

Massachusetts,    D    standard,    30- 
inch. 
Pepperell,  20-inch,  2.85  yards  to 
the  pound. 
Flannels: 

Colored,  2.75  yards  to  the  pound. 
Unbleached,    3.80    yards    to    the 
pound. 


Cloths  and  Clothing — Continued. 

COTTON  GOODS,  FACTORY — Continued. 

Ginghams: 

Amoskeag,  27-inch,  6.37  yards  to 

the  pound. 
Lancaster,  26Hnch,  6.50  yards  to 
the  pound. 
Hosiery : 

Men's  half  hose,  combed  yarn. 
Women's  cotton,  silk  mercerized, 

mock  seam. 
Women's  combed  yarn,  16-ounce. 
Muslin,  bleached,  4/4: 
Fruit  of  the  loom. 
Lonsdale. 
Rough  Rider. 
Wamsutta. 
Print  cloth,  27-inch,  7.60  yards  to  the 

pound. 
Sheeting,  brown,  4/4: 

Indian   Head,   2.85   yards   to   the 

pound. 
Pepperell,     3.75     yards     to     the 

pound. 
Ware  shoals,  4  yards  to  the  pound. 
Thread,  6-cord,  J.  &  P.  Coats. 

Underwear: 

Men 's  shirts  and  drawers. 
Women's     union     suits,     combed 
yarn. 

Yarn: 

Carded,  white,  mulespun,  north- 
ern, 10/1,  cones. 

Carded,  white,  mulespun,  north- 
ern, 22/1,  cones. 

Twisted,  ordinary,  weaving,  20/2. 

Twisted,  ordinary,  weaving,  40/2. 

WOOLEN     AND     WORSTED     GOODS,     FAC- 
TORY. 

Flannel,  white,  4/4,  Ballard  Vale,  No.  3. 
Overcoating,  soft-faced,  black. 
Suiting: 

Clay,  worsted,  diagonal,  12-ounce. 

Clay,  worsted,  diagonal,  16-ounce. 

Middlesex,  wool-dyed,  blue,  16- 
ounce. 

Serge,  11 -ounce. 
Trousering,  cotton  warp,  ll/ll|-ounce. 
Underwear: 

Merino,  shirts  and  drawers. 

Men's  union  suits,  33  per  cent 
worsted. 

Women's  dress  goods: 

Broadcloth,  9^-ounce,  54-56-inch. 

French  serge,  35-inch. 

Poplar  cloth,  cotton  warp. 

Silician  cloth,  cotton  warp,  50-inch. 

Storm  serge,  double  warp,  50-inch. 
Yarn: 

Crossbred  stock,  2/32s. 
Half  blood,  2/40s. 
Fine  domestic,  2/50s. 
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Cloths  and  Clothing — Continued. 

SILK,  ETC. 

Linen  shoe  thread,  10s.  Barbour. 
Silk,  raw: 

China,  Canton,  filature,  extra  ex- 
tra A. 

Japan,  Kansai,  No.  1. 

Japan,  special,  extra  extra. 
Silk  yarn: 

Domestic,  gray  spun,  60/ L 

Domestic,  gray  spun,  60/2,  No.  1. 

Fuel  and  Lighting. 


ANTHRACITE    COAL. 

Broken. 
Chestnut. 
Egg. 
Stove. 

BITUMINOUS    COAL. 

Mine  run. 

Prepared  sizes. 

Screenings. 

Mine  run,  Kanawha. 

Mine  run,  smokeless.  New  River. 

Mine  run,  Pocahontas. 

Prepared  sizes. 

OTHER    FUEL    AND    LIGHTING. 

Coke,  Connellsville,  furnace. 
Gasoline,  motor. 

Matches,  average  of  several  brands. 
Crude  petroleum: 

California,  20°. 

Kansas-Oklahoma. 

Pennsylvania. 
Refined  petroleum: 

Standard  white,  110°  fire  test. 

Water  white,  150°  fire  test. 

Metals  and  Metal  Products. 
IRON  and  steel. 

Iron  ore: 

Mesabi,  Bessemer,  55  per  cent. 

Non-Bessemer,  51  f  per  cent. 
Pig  iron : 

Basic,  valley  furnace. 

Bessemer,  Pittsburgh. 

Foundry,   No.  2,  northern,  Pitts- 
burgh. 

Foundry,  No.  2,  Birmingham,  Ala. 
Ferromanganese. 
Speigeleisen,  18  and  22  per  cent. 
Bar  iron : 

Best  refined. 

Common. 
Bars,  reinforcing. 
Nails,  wire. 
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Metals  and  Metal  Products — Con. 

IRON  and  steel — continued. 

Pipe,  cast-iron,  6-inch. 
Skelp,  grooved. 
Steel  billets: 

Bessemer. 

Open  hearth. 
Steel,  merchant  bars. 
Steel  plate,  tank. 
Steel  rails: 

Bessemer,  standard. 

Open  hearth,  standard. 
Steel,  sheets,  black. 
Steel  structural  shapes. 
Terneplate,  8  pounds  I.  C. 
Tin  plate,  domestic  coke. 
Wire,  per  100  pounds: 

Barbed,  galvanized. 

Plain,  fence,  annealed. 


NONFERROUS    METALS. 

Aluminum. 

Copper,  ingot,  electrolytic. 

Copper,  sheet. 

Copper  wire,  bare. 

Lead,  pig. 

Lead,  pipe. 

Quicksilver. 

Silver,  bar,  fine. 

Tin,  pig. 

Zinc,  sheet. 

Zinc,  slab. 

Building  Materials. 

LUMBER. 

Douglas  fir: 

No.  1  common,  boards. 

No.  2  and  better,  drop  siding. 
Gum,  sap,  firsts  and  seconds. 
Hemlock,  northern,  No.   1. 
Maple,  hard.  No.  1  common,  4/4. 
Oak,  white,  plain,  No.  1  common,  4/4. 
Pine,  white.  No.  2  barn. 
Pine,  yellow,  southern: 

Boards,  No.  2  common,  1x8. 

Flooring,  B  and  better. 

Timbers,  square  edge  and  sound. 
Poplar,  No.  1  common,  4/4. 
Spruce,  eastern,  random. 
Lath,  yellow  pine,  No.  1. 
Shingles: 

Cypress,  16  inches  long. 

Red  cedar,  16  inches  long. 

BRICK,    COMMON    BUILDING. 

Run  of  kiln. 

STRUCTURAL    STEEL. 

(See  Metals  and  metal  products.) 
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Building  Materials — Continued. 

OTHER    building    MATERIALS. 

Cement,  Portland. 
Crushed  stone,  1  H»ch. 
Gravel. 

Hollow  tile,  building. 
Lime,  common,  lump. 
Roofing,  prepared: 
Medium  weight. 
Shingles,  individual. 
Shingles,  strip. 
Slate  surfaced. 
Sand,  building. 
Slate,  roofing. 
Glass,  plate: 
3  to  5  feet. 
5  to  10  square  feet. 
Glass,  window.  American: 
Single  A. 
Single  B. 
Linseed  oil. 
Putty,  commercial. 
Rosin,  common  to  good  (B). 
Turpentine,  southern,  barrels. 
White  lead,  American,  in  oil. 
Zinc  oxide  (white  zinc). 
Pipe,    cast    iron.     (See     Metals    and 

metal  products.) 
Copper,  sheet.     (See  Metals  and  metal 

products.) 
Copper  wire.     (See  Metals  and  metal 

products.) 
Lead    pipe.     (See    Metals    and    metal 

products.) 
Nails.     (See   Metals  and  metal  prod- 
ucts.) 
Reinforcing    bars.     (See    Metals    and 

metal  products.) 
Roofing  tin  (terneplate).     (See  Metals 

and  metal  products.) 
Zinc,   sheet.     (See   Metals  and   metal 

products.) 

Chemicals  and  Drugs. 

chemicals. 
Acids: 

Acetic,  27  per  cent. 

Muriatic,  20°. 

Nitric,  42°. 

Stearic,  triple  pressed. 

Sulphuric,  66°. 
Alcohol : 

Denatured,  No.  5,  188  proof. 

Wood,  refined,  95  per  cent. 
Alum,  lump. 
Ammonia,  anhydrous. 
Bleaching  powder. 
Borax,  crystals  and  granulated. 
Copper,  sulphate,  99  per  cent  crystals. 
Copra,  South  Sea.     (See  Foods.)' 
Formaldehyde. 
Oil,  vegetable: 

Coconut,  crude.     (See  Foods.) 

Corn,  crude.     (See  Foods.) 

Palm  kernel,  crude. 

Soya  bean,  crude.     (See  Foods.) 


Chemicals   and   Drugs — Continued. 

CHEMICALS — Continued. 

Potash,  caustic,  88-92  per  cent. 

Sal  soda. 

Soda  ash,  58  per  cent,  light. 

Soda,  bicarbonate,  American. 

Soda,  caustic,  76  per  cent  solid. 

Soda,  silicate  of,  40°. 

Sulphur,  crude. 

Tallow,  inedible,  packers'  prime. 

FERTILIZER    MATERIALS. 

Acid  i^hosphate,  16  per  cent  basis. 
Ammonia,  sulphate,  double  bags. 
Ground    bone,    steamed. 
Muriate    of   potash,    80-85    per    cent, 

K.  C.  L.  bags. 
Phosphate  rock,  68  per  cent. 
Soda,  nitrate,  95  per  cent. 
Tankage,  9  and  20  per  cent,  crushed. 

drugs  and  pharmaceuticals. 

Acid,   citric,   domestic,   crystals. 
Acid,  tartaric,  crvstals,  U.  S.  P. 
Alcohol,  grain,  190  proof,  U.  S.  P. 
Cream  of  tartar,  powdered. 
Epsom  salts,  U.  S.  P.,  in  barrels. 
Glycerine,  refined. 
Opium,  natural,  U.  S.  P. 
Peroxide  of  hydrogen,  4-ounce  bottles. 
Phenol,  U.  S.  P.  (carbolic  acid). 
Quinine,  sulphate,  manufacturers'  quo- 
tations. 

House-Furnishing  Goods. 

furniture. 
Bedroom : 

Bed,  combination. 

Chair,  all  gum,  cane  seat. 

Chifforette,  combination. 

Dresser,  combination. 

Rocker,  quartered  oak. 

Set,  3  pieces. 
Dining  room: 

Buffet,  combination. 

Chair,  all  gum,  leather  slip  seat. 

Table,    extension,    combination. 
Living  room: 

Davenport,  standard  pattern. 

Table,  library,  combination. 
Kitchen : 

Chair,  hardwood. 

Refrigerator,  lift-top  type. 

Table,  with  drawer. 

furnishings. 
Blankets : 

Cotton,  colored,  2  pounds  to  the 

pair. 
Wool,  4  to  5  pounds  to  the  pair. 
Carpets: 

Axminster,  Bigelow. 
Brussels,  Bigelow. 
Wilton,  Bigelow. 
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Miscellaneous — Continued. 

LEATHER — Continued. 

Harness,  California  oak,  No.  1. 
Side,  black,  chrome,  B  grade. 
Sole: 

Oak,    in    sides,    middle    weight, 
tannery  run. 

Oak,  scoured  backs,  heavy. 

Union,  middle  weight. 


House-Furnishing  Goods — Contd. 
FURNISHINGS — continued. 

Cutlery : 

Carvers,  8-inch. 

Knives  and  forks. 
Pails,  galvanized  iron,  10-quart. 
Sheeting,  bleached,  10/4: 

Pepperell. 

Wamsutta. 
Tableware : 

Glass  nappies,  4-inch. 

Glass  pitchers,  ^-gallon. 

Glass  tumblers,  ^-pint. 

Plates,  white  granite,  7-inch. 

Teacups  and  saucers,  white  gran- 
ite. 
Ticking,    Amoskeag,    A.    C.    A.,    2.85 

yards  to  the  pound. 
Tubs,  galvanized  iron.  No.  3. 

Miscellaneous. 

cattle  feed. 
Bran. 

Cottonseed  meal,  prime. 
Linseed  meal. 
Mill  feed,  middlings,  standard. 

LEATHER. 

Calf,  chrome,  B  grade. 
Glazed  kid,  black,  top  grade. 

Mr.  Davis.  In  the  last  day  or  two  there  were  some  points  raised 
that  it  might  be  well  to  attempt  to  cover  at  this  time,  if  you  wish. 

One  Senator  asked  this  question:  ''What  is  the  relative  decline  in 
price  of  flour  as  compared  with  the  price  of  wheat?"  and  I  think  it 
was  Senator  Smith.  I  would  like  to  put  in  the  record  a  chart  con- 
tained on  page  19  of  the  report  of  the  Secretary  of  Agriculture,  Mr. 
Wallace,  to  the  President  on  the  wheat  situation,  made  by  the  De- 
partment of  Agriculture  in  1923,  which  shows  for  the  period  of  1913- 
1923,  inclusive,  the  relationship  that  has  been  followea  in  the  rise  and 
fall  of  wheat  and  flour  prices;  the  flour  prices  being  considered  on 
wheat  flour,  Minneapolis,  and  wheat  flour,  New  York,  the  wheat 
prices  being  Northern  spring  at  Minneaplois,  and  there  is  a  line  show- 
ing the  price  of  bread  at  Minneapolis  during  this  period  which  shows 
a  very  constant  relationship  of  the  price  of  flour  with  the  price  of 
wheat  during  all  the  rises  and  declines  in  the  general  wheat  price 
during  that  period. 

Senator  McNary.  How  did  bread  follow  along  in  comparative 
lines  ? 

Mr.  Davis.  Not  as  closely  as  flour,  but  during  the  period  of  highest 

E rices  for  wheat  the  price  of  bread  ran  along  well  below  what  would 
ave  been  its  relative  price  if  it  had  kept  parallel  with  wheat  and 
flour.  At  the  present  time  the  price  of  bread  is  relatively  higher  than 
that  of  wheat  and  flour. 

Senator  Gooding.  Do  you  know  what  the  relationship  is,  what  the 
basis  is  ?  For  instance,  from  my  investigation  of  what  I  have  found, 
what  seems  to  me  to  be  hardly  fair  is  that  when  wheat  is  selling  at  a 


PAPER    AND    PULP. 

Paper : 

Newsprint,  roll. 
Wrapping,  manila.  No.  1,  jute. 
Wood    pulp,    sulphite,    domestic,    un- 
bleached. 


OTHER    MISCELLANEOUS. 

Hemp,  manila,  fair,  current  shipment. 
Jute,  raw,  medium  grade. 
Lubricating  oil,  paraffin,  903  gravity. 
Rope,  pure  manila,  best  grade. 
Rubber,  Para,  island,  fine. 
Sisal,  Mexican,  current  shipment. 
Soap,  laundry. 
Starch,  laundry,  bulk. 
Tobacco : 

Plug. 

Smoking. 
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dollar,  flour  was  selling  at  $5  a  barrel,  and  when  wheat  was  selling  at 
$2  flour  was  selling  at  $10  a  barrel,  and  wheat  was  selling  at  $3, 
which  was  the  case,  flour  was  selling  at  $15  a  barrel.  I  don't  imagine 
in  the  manufacture  of  a  barrel  of  flour  there  is  any  more  cost  if  the 
flour  costs  a  dollar  a  barrel  than  if  it  costs  $3  a  barrel.  That  is  a 
relative  price  I  have  found  in  the  price  of  wheat  and  flour,  and  when 
it  comes  to  bread,  I  think  my  information  is  at  the  present  time  that 
bread  is  anywhere  something  over  100  per  cent.  I  am  not  quite  sure 
about  the  figures,  but  it  is  a  lot  higher;  it  is  something,  I  think, 
around  100  per  cent  higher  than  pre-war  prices  for  bread,  although 
the  price  of  wheat  is  practically  the  same. 

Senator  Smith.  What  per  cent  of  the  total  cost  was  the  raw 
material  ? 

Senator  Gooding.  I  did  not  go  into  that.  But,  as  I  said,  I  can 
not  understand  why  the  cost  of  manufacturing  a  barrel  of  flour  that 
cost  $1  was  any  more  than  a  barrel  costing  $3. 

Senator  Johnson.  The  price  of  flour  should  follow  the  price  of 
wheat  because  the  large  millers,  like  those  in  Minnesota,  are  all 
members  of  the  Minneapolis  Chamber  of  Commerce.  When  they 
make  a  big  flour  contract  they  go  the  same  day  and  see  that  they  are 
protected  in  the  market,  and  that  is  the  reason  the  big  millers  are 
members  of  the  Chamber  of  Commerce  and  boards  of  trade  and  grain 
exchanges,  because  if  they  have  a  big  contract  ahead  of  them  thev 
raise  the  prices  and  they  won't  let  the  prices  down,  and  as  I  stated, 
the  first  thing  the^y  do  is  to  protect  themselves.  When  it  goes  the 
other  way  they  will  lower  it  as  much  as  possible,  and  that  is  why, 
under  the  present  system,  they  want  to  speculate  in  grain  and  keep 
the  price  high.  What  this  bill  will  do  to  tnem,  I  am  very  anxious  to 
know.  The  Capper-Tincher  bill  regulated  them  to  some  extent,  but 
they  were  not  afraid  of  that  bill — that  is  what  they  said  to  me. 

Senator  Ransdell.  Is  there  any  reason  why  wheat  that  costs  $2 
a  barrel  should  cost  the  manufacturer  less  to  convert  into  flour  than 
$3  wheat  ? 

Senator  Johnson.  No,  I  can  not  see  that  at  all.  I  can  not  under- 
stand it. 

Senator  Gooding.  These  figures  that  I  quoted  were  1917  figures, 
and  I  do  not  know  that  they  apply  now. 

Senator  Johnson.  I  will  explain  it  this  way,  the  way  I  have  tried 
to  get  at  it.  There  is  a  small  ^roup  of  men  raising  the  prices  and 
they  get  together  and  do  it  and  they  put  it  over  on  the  people  because 
the  farmer  here  and  the  farmer  there  and  the  consumer  here  and  the 
consumer  there,  have  not  got  the  time,  means,  or  ability  to  look 
into  the  matter.  They  say  let  it  go;  we  wiU  fork  over  our  15  cents 
a  loaf  for  a  while,  as  we  have  always  done,  and  let  us  hope  that  our 
representatives  down  in  Washington  will  do  something  for  us.  I 
just  had  a  talk  with  a  grain  miller,  a  representative  of  the  Washburn- 
Crosby  Milling  Co.,  and  he  tells  me  now  they  are  afraid  of  the 
freight  rate  and  they  are  building  a  mill  in  Buffalo;  they  are  going 
to  sell  their  products  cheaper  there  to  the  Eastern  States,  the  eastern 
markets,  and  they  are  also  going  to  sell  into  Port  Arthur,  Canada, 
and  places  like  that.  It  should  not  be  like  Senator  Gooding  says. 
Why  is  it?  Because  the  cost,  the  increasing  cost  of  laboring  men 
working  in  that  mill  is  very  little.  When  tiie  price  of  bread  goes 
up,  they  do  not  raise  the  wages  for  the  men  in  the  mill,  but  the 
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production  of  flour  in  Minneapolis  has  ^ne  down  to  a  great  extent 
and  that  has  been  told  to  me  by  Mr.  feouey,  who  has  been  in  my 
office. 

Senator  Gooding.  The  figures  I  gave  were  taken  from  1917 
figures  and  indicate  the  comparative  figures  of  flour,  wheat,  and  the 
like.  I  do  not  suppose  that  these  are  the  correct  figures  for  the 
present  time. 

Senator  Johnson.  You  have  seen  Professor  Ladd — ^we  call  him 
Professor  Ladd,  he  is  now  Senator  Ladd.  If  you  had  seen  his  state- 
ment on  the  price  of  wheat  and  how  many  bushels  it  took  to  make  a 
barrel  of  flour,  and  the  price  of  flour  per  barrel,  and  the  price  paid  for 
the  bread,  you  would  be  surprised.  It  would  almost  drive  you  crazy 
to  look  at  the  difference  in  cost  between  the  wheat  and  what  we  have 
to  pay  for  bread,  we  who  have  to  buy  bread. 

Mr.  Davis.  Answering  Senator  Gooding's  question  with  reference 
to  this  relationship  between  flour  price  and  wheat  price,  I  am  not 
competent  to  testify  as  to  whether  the  margin  for  manufacturing 
profit  which  has  been  taken  by  the  mill  is  proper  or  not,  but  assuming 
that  this  average  period  from  1909  to  1913,  wliich  is  used  as  the  basis 
of  100  in  the  chart,  establishes  a  normal  relationship  between  the  two 
prices,  then  this  chart  shows  the  price  per  barrel  of  flour  has  followed 
the  price  of  wheat  very  closely  indeed,  and  this  chart  will  be  here  for 
your  inspection.  It  is  the  years  1909-1913  as  establishing  the  start- 
ing point.  From  that  they  come  down  to  the  present  time,  and  you 
will  find  that  the  price  fluctuates,  both  up  ana  down,  and  the  price 
of  flour  follows  the  price  of  wheat  very  closely.  That  was  one  of  the 
points  that  was  raised  that  I  thought  I  would  like  to  answer. 

Senator  Johnson.  What  years  do  you  include  ? 

Mr.  Davis.  I  include  1913  to  1923,  now.  The  figures  for  1909-1913 
established  the  starting  point,  or  the  basic  100. 

Senator  Johnson.  In  those  figures  from  1913  to  1923,  where  you 
have  the  years  that  we  know  about  as  the  war  years,  they  are  in 
there,  and  let  me  tell  you  what  the  well-to-do  people  did  during 
those  years.  They  laid  in  a  great  big  amount  of  flour,  I  know  what 
I  am  talking  about,  and  I  know  one  man  that  is  prominently  con- 
nected with  the  Coolidge  campaign  in  Minnesota  to-day,  he  told  me 
that  he  laid  in  two  tons  of  flour,  that  he  bought  at  the  time  prices 
were  low,  and  I  know  that  others  did  the  same  thing  in  my  vicinity. 
What  happened  then?  The  prices  went  up  so  that  when  the  poor 
devil  was  going  to  get  in  his  flour,  what  did  he  have  to  do  ?  He  had 
to  pay  great  oig  Targe  prices  for  the  same  flour  that  these  rich 
profiteers  had  put  in  their  cellars  and  bought  when  the  prices  were 
low.  I  will  bet  you  that  the  Secretary  of  Agriculture  has  not  figured 
that  in  his  figures.  I  know  it,  because  I  investigated  and  that  was 
part  of  my  speeches  during  that  period.  They  looked  into  it,  but  it 
was  too  late. 

Mr.  Davis.  There  are  two  other  questions  that  were  raised.  I 
answered  one  of  them  yesterday:  Why  can  not  the  farmers 
cooperate  to-day  in  the  same  manner  as  the  manufacturers  do?" 
Senator  Smith  raised  that  question,  and  that  is  in  the  record, 
together  with  my  answer. 

The  next  question  was:  "  What  has  the  situation  been  with  respect 
to  cotton,  and  would  this  system  have  operated  to  the  relief  of  the 
cotton  farmer?"     That  is  in  the  record.     1  discussed  that  yesterday. 
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Senator  Johnson  raised  the  question  of  the  effect  of  this  measure 
on  the  chambers  of  commerce.  Of  course,  your  guess  on  that  would 
be  just  as  good  as  mine,  or  may  be  better,  but  it  strikes  me  that  on 
the  general  practice  of  hedging  this  measure  generally  establishes 
the  price  of  wheat,  let  us  say,  at  its  pre-war  relationship  to  other 
prices,  so  you  won't  have  the  violent  fluctuations  up  and  down  with 
the  prices  of  wheat  out  of  line  with  the  general  commodity  level. 
The  grain  buj^er  out  in  the  country  hedges.  He  sells  his  wheat  the 
day  he  buys  it  in  order  to  pass  on  the  speculative  risk,  but  if  he 
bought  his  wheat  with  the  calculated  price  announced  to  be  effective 
for  three  weeks,  and  his  wheat  had  time  to  go  to  Minneapolis  and  be 
disposed  of  at  the  ratio  prices,  it  impresses  me  the  reason  for  carrying 
on  the  hedging  transaction  is  removed,  and  that  may  be  one  reason 
why  the  board  of  trade  may  be  inclined  to  oppose  it. 

Senator  Smith.  If  the  announced  policy  under  this  bill  is  that  they 
are  going  to  bring  the  ratio  prices  of  wheat  to  the  prices  of  other 
commodities,  then  the  purchaser  of  wheat  knows  that  this  ratio  is  to 
be  obtained  and  that  will  eliminate  the  hedging  ? 

Mr.  DA\r[S.  Yes;  that  would  eliminate  the  short-time  hedging, 
although  there  might  be  some  indulgence  in  the  long-time  hedging 
by  the  miller  who  buys  a  large  amount  of  wheat  and  holds  it,  but  the 
necessity  for  short-time  hedging  or  the  desirability  for  it,  would  be 
removed  under  the  operation  of  this  measure,  and,  as  I  say,  that 
might  explain  one  reason  why  the  board  of  trade  may  be  in  here  in 
opposition  to  the  bill.  Another  reason  may  be  the  fact  that  they 
probably  fear  any  extension  of  governmental  activity  into  their 
affairs. 

The  Chairman.  Yes;  they  certainlv  would  be  opposed  to  that. 

Mr.  Davis.  The  Chairman  yesterday  raised  the  question  of  how 
this  measure  would  operate  in  the  case  of  hogs,  and  that  is  a  question 
that  presents,  frankly,  more  difficulties  than  are  presented  in  the  case 
of  wheat,  but  I  believe  the  difficulties  are  not  insurmountable.  I 
stated  that  I  could  not  qualify  as  an  expert  on  this  point.  You  will 
have  before  you  later  a  representative  of  the  Meat  Producers'  Asso- 
ciation, from  the  Corn  Belt,  who  will  probably  discuss  that  point  in 
considerable  detail.  Well,  I  believe  I  see  a  way  in  which  this  might 
be  operated,  the  corporation  might  operate,  in  the  case  of  hogs,  and 
the  same  thing  would  apply  to  the  case  of  other  livestock  and  live- 
stock products.  I  believe  I  see  a  way  that  would  be  workable, 
although  that  may  not  be  the  way  the  corporation  would  tackle  the 
meat  problem. 

Senator  Gooding.  How  will  you  follow  the  bacon,  hams,  and  lard 
that  go  out  of  the  particular  hog  'i  This  commission  has  purchased 
the  hog,  for  instance,  now,  in  order  to  keep  up  the  relative  price  of 
the  hog,  how  would  you  follow  that  ? 

Mr.  Daa'is.  I  will  take  that  up  for  you  in  a  moment. 

Senator  Gooding.  Have  you  not  given  any  thought  to  that  matter  ? 

Mr.  Davis.  Yes;  I  have,  but  I  want  to  start  in  without  any  assump- 
tion of  ability  on  mv  part  to  answer  all  of  the  questions  that  you  ask 
concerning  hvestocK.  The  object  to  be  obtained  by  the  operation 
of  this  bill  is  to  raise  the  price  of  hogs,  let  us  say,  out  in  the  country 
to  the  pre-war  ratio  price,  which  would  have  been  ranging  arounS 
11  or  12  cents  a  pound  during  the  past  year,  while,  as  a  matter  of 
fact,  the  price  for  hogs  ranged  4  or  5  cents  below  that  point  throughout 
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the  year.  Keeping  in  mind  that  objective,  you  have  to  analyze 
what  is  the  reason  whv  the  hogs  have  been  below  the  proper  ratio 
price.  I  think  it  is  logical  to  assume  the  reason  is  that  there  is  a  sur- 
plus on  hand  of  some  pork  products.  It  may  be  the  lard  or  the  mess 
pork,  or  hams,  or  bacon,  although  the  latter  ordinarily  would  have 
a  ready  sale  at  a  price  that  wouui  permit  the  processors  to  pay  this 
ratio  price,  but  whatever  the  product  is  that  is  depressing  the  domestic 
market  by  reason  of  the  surplus,  should  be  purchased  in  this  market 
at  a  figure  high  enough  to  permit  the  hogs  in  the  country  to  reach  the 

E roper  price  relationship.  I  would  say  that  the  corporation  would 
nd  it  advantageous  to  start  with  the  finished  product.  That  is, 
your  commission  would  establish  what  has  been  the  average  ratio 

Senator  Gooding.  Let  me  give  you  one  idea  I  have  here  with 
regard  to  the  finished  product.  With  wheat,  there  is  a  world's 
market  for  it.  You  know  what  it  is  every  day.  I  do  not  think  that 
is  so  well  established,  is  it,  as  far  as  hams,  bacon,  lard,  and  such 
things  are  concerned  ?  Is  not  that  sold  to  wholesalers  and  jobbers, 
and  is  it  not  the  individual  customer  that  has  to  be  found  by  the 
commission?  There  is  not  a  regular  organized  force  that  buys  any 
amount  on  a  certain  day  when  it  is  offered,  is  there?  Is  not  it  an 
entirely  different  transaction,  and  will  it  not  work  out  entirely  dif- 
ferent than  wheat  ? 

Mr.  Davis.  Yes;  but  the  fact  remains.  Senator,  that  there  is  now 
established  a  regular  export  channel  for  the  disposal  of  these  com- 
modities. They  do  sell  abroad.  The  point  is  that  if  they  can  be  sold 
abroad  now  the  commission  could  sell  them  abroad,  say  under  a 
bonus  system,  or  by  handling  directly  by  the  corporation.  Wliat  I 
want  to  say  is  this:  If  you  calculate  the  ratio  price,  the  price  the  hogs 
in  the  country  should  originally  bring,  and  you  set  about  from  the 
other  end  of  your  procession  to  establish  a  market  for  the  lard, 
shoulders,  hams,  bacon,  and  mess  pork,  that  would  enable  the  packers 
to  pay  this  ratio  price  out  in  the  country,  you  have  reduced  this  to  a 
simpler  problem  than  if  you  buy  the  hogs  out  in  the  country  through 
the  corporation,  and  it  is  a  mathematical  proposition  to  determine  the 
normal  relationship  between  the  live  hogs  and  the  commodities. 

Senator  Gooding.  I  could  understand  that  if  I  did  not  know  there 
was  a  high  fluctuation  in  the  price  of  all  livestock  in  the  market. 
That  is  the  point  that  would  make  it  difficult  of  administration. 

Mr.  Davis.  Of  course,  we  would  have  to  sell  abroad  this  lard  and 
these  other  products  at  the  world  price  level,  but  buy  at  a  domestic 
price  high  enough  to  enable  the  packers  to  pay  to  the  farmers  this 
ratio  price.  When  you  do  that,  you  will  reduce  this  to  a  much 
simpler  problem.  You  can,  of  course,  sell  your  lard  and  other  com- 
modities abroad. 

Senator  Gooding.  I  understand  that  it  is  a  difficult  problem,  some- 
times, to  dispose  of  this  packer  production  abroad  ? 

Mr.  Davis.  That  is  the  job  of  the  corporation.  It  is  being  done 
at  the  present  time.  The  only  objection  that  I  can  see  that  might 
be  raised  to  this  measure  is  embodied  in  this  question:  Would  the 
packers  absorb  this  increased  price  or  a  large  percentage  of  it,  or 
would  they  permit  it  to  flow  right  back  to  the  hog  producer?  If  it 
can  be  arranged  so  that  the  price  floats  back  to  the  producer,  this 
can  be  operated  by  handling  the  export  trade  in  such  a  way  as  to 
permit  the  packers  to  pay  the  ratio  price  on  hogs  produced  and 
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marketed  in  the  United  States,  and  if  there  is  am^  evidence  of  ex- 
tortion ;  that  is,  if  it  is  found  that  the  processors  were  taking  a  larger 
relative  share  out  of  the  live  hogs  here  than  they  did  in  this  normal 
period,  if  that  were  true,  I  am  told  that  there  is  sufficient  power  im- 
plied in  the  packer-control  act  to  regulate  the  margin  of  profit  taken 
under  these  circumstances.  If  that  power  is  not  there,  then  it  might 
be  met,  that  situation  might  be  met  by  competitive  contracts.  If  a 
packer  was  inclined  to  absorb  too  much  of  this  manufactured  price, 
then  it  might  be  necessary  to  establish  an  export  ratio  only  with  the 
packers  that  would  so  organize  their  business  that  they  would  handle 
the  business  at  a  reasonable  profit  out  of  their  operation. 

The  Chairman.  As  I  understand  it,  you  mean  this:  Take  the  pork 
operations  in  the  matter  of  hogs.  TaKe  hams  now.  This  commis- 
sion would  say,  ''Hams  must  be  sold  at  a  certain  price  per  pound  in 
order  to  enable  the  packer  to  pay  the  farmer  a  certain  price  per 
pound  for  his  live  hogs  ? 

Mr.  Davis.  Yes,  sir. 

The  Chairman.  This  commission  would  say,  "  We  are  going  to 
buy  hams  and  will  pay  this  price  for  them."  If  the  people  who  sell 
us  these  hams  instead  of  fixing  their  price  so  as  to  give  a  benefit  or  a 
profit  to  the  farmer  who  produces  the  hogs,  if  he  won't  do  that,  the 
commission  would  say,  ''We  won't  buy  these  hams  of  you,  we  will 
buy  them  somewhere  CISC'"'  Suppose  we  went  to  Swift  &  Co.  and 
said,  "We  will  buy  your  hams  at  this  price,  and  this  price  that  we 
will  pay  you  wiU  enable  you  to  make  a  certain  price  for  the  hogs 
that  you  buy,  and  if  you  pay  that  price  to  the  farmer  we  will  buy 
your  hams,  and  if  not,  we  won't."  Suppose  then  they  said  to  us, 
"We  won't  agree  to  do  that.  '     What  would  you  do  then  ? 

Mr.  Davis.  I  think  your  factor  of  safety  there  lies  in  the  small  inde- 
pendent packer.  If  you  allow  a  proper  margin  there,  and  if  Swift  & 
Co.  will  not  pay  the  price  that  you  fix  for  the  hogs,  then  the  buying 
order  will  go  to  your  small  independent  packer. 

The  Chairman.  But  you  can  not  forget  the  fact  that  the  packer  is 
in  the  business  for  money.  He  wants  to  sell  for  a  high  price.  He 
wants  to  buy  for  a  low  price.  It  is  perfectly  legitimate  in  trade,  and 
the  independent  packer  has  a  right  to  bu\  for  a  low  price  and  sell  for  a 
high  pnce.  The  independent  packer,  as  we  all  know,  makes  an 
aggregate  profit  on  the  volume  of  his  business,  and  makes  a  larger 

Percentage  on  the  volume  of  his  business  than  the  big  packer  does, 
ut  nevertheless  he  always  follows  the  big  packer,  he  never  interferes 
with  him,  he  follows  along  in  his  trail,  and  my  experience  has  been 
that,  or  rather  my  observation  has  been,  from  what  has  gone  on  in 
this  committee,  that  the  little  packer  knows  that  the  big  packer  can 
destroy  him  if  he  wants  to,  and  he  never  undertakes  to  hurt  the  big 
packer,  and  you  never  hear  him  coming  before  this  committee  or 
going  anywhere  else  and  testifying  against  him.  He  makes  a  good 
thing  out  of  it  by  letting  the  big  packer  take  the  pace.  History  has 
shown  in  the  last  two  or  three  years  that  while  some  of  the  big  packers 
lost  money,  he  made  money. 

Mr.  Davis.  I  would  say,  Senator  Norris,  that  if  this  corporation 
sat  here  and  said  to  these  packers,  "Now,  gentlemen,  we  are  readv  to 
buy  your  shoulders  and  hams,  bacon  or  mess  pork  or  lard  at  this 
calculated  price  which  would  permit  you  to  pay  ratio  prices  out  in  the 
country,  and  we  are  buying  at  that  figure,  and  everybody  else  who 
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wants  to  buy  in  the  United  States  has  to  meet  that  figure/'  then 
that  would  establish  that  figure  as  the  price  throughout  the  United 
States. 

The  Chairman.  I  have  no  doubt  about  that. 
Mr.  Davis.  If  that  did  not  pass  on  through  to  your  grower  of  ho^s, 
I  would  say  there  would  be  one  of  two  reasons  that  would  be  tne 
cause:  One  might  be  your  margin  has  not  been  sufficiently  wide  to 

allow  for  the  present  increased  labor  cost 

The  Chairman  (interposing).  You  must  not  give  that  as  a  reason; 
we  have  stated  that  we  are  starting  with  the  assumption  that  the 
price  would  be  high  enough  for  that. 

Mr.  Davis.  You  might  nave  to  revise  that. 

The  Chairman.  We  are  assuming  that  we  have  not  made  a  mistake. 
Mr.  Davis.  If  you  figure  it  properly,  I  think  it  would  work,  but 
on  the  other  hand  there  is  the  other  reason,  and  that  is  there  may  be  a 
lack  of  willingness  on  the  part  of  the  packers  to  cooperate  in  the 
administration  of  the  act,  and  then  the  tning  to  do  would  be  to  see  if 
the  police  power  does  not  rest  in  the  United  States  through  the  packer 
control  act  to  force  them. 

The  Chairman.  I  do  not  believe  that  that  power  is  in  existence. 
I  do  not  believe  that  it  is  in  that  act  or  in  any  other  act. 

Mr.  Davis.  I  did  not  follow  it  clear .  through,  but  I  asked  this 
morning  a  gentleman  who  is  connected  with  the  administration  of 
that  act  if  that  specific  power  rests  in  the  packer  control  act  and  he 
said  the  specific  power  did  not  rest  in  the  language  of  the  bill,  but 
there  was  ample  implied  power  to  do  it. 

The  Chairman.  I  do  not  believe  that.  I  may  be  wrong.  I  do 
not  see  how  you  can  expect  it  to  be  in  that  act  or  in  any  other  act. 
We  have  not  attempted,  and  I  do  not  think  we  could  get  such  a  law 
enacted,  to  let  us  say  to  the  packers  or  to  anyone  else,  ''You  have  to 
pay  the  price  we  name  for  hogs"  or  for  anything  else.  There  is  no 
such  power  anywhere. 

Senator  Johnson.  Mr.  Davis,  I  would  like  to  ask  y^ou  a  couple  of 
questions  on  the  livestock.  Do  you  believe  this  bill,  if  enacted,  will 
stabilize  the  price  on  the  hogs  ?  During  the  early  part  of  the  fall 
thousands  and  thousands  of  carloads  of  stock,  pigs  that  go  the  mar- 
ket, a  lot  that  the  farmers  have  to  sell  at  cost  because  they  have  not 
enough  grain  or  corn  to  feed  them,  these  large  numbers  of  hogs  have 
to  go  into  the  market  and  other  farmers  come  in  and  buy  this  large 
quantity  of  stock  pigs.  They  buy  them  because  they  think  they  will 
sell  them  at  a  profit  later  on,  because  they  have  already  gotten  the 
feed  and  the  stuft'  to  fatten  them  with,  and  when  they  sell  them  on 
the  market  they  sell  them  at  a  profit.  Do  you  suppose  now  that  this 
bill  will  stabilize  the  price  ? 

Mr.  Davis.  The  factor  that  determines  the  price  you  pay  for  the 
stock  pigs  or  feeders  is  what  the  buyer  feels  he  will  be  able  to  fatten 
them  at  and  make  a  reasonable  profit  on  the  operation.  Under  the 
operation  of  this  corporation,  he  would  be  assured  of  the  reselling  of 
the  finished  hogs  at  this  calculated  ratio  price  which  would  serve  to 
operate  right  back  to  the  original  source. 

Senator  Gooding.  This  bill  only  deals  with  the  finished  product. 
Mr.  Davis.  This  gives  the  commission  power  to  go  into  that  particu- 
lar phase  of  the  situation. 

The  Chairman.  But  the  bill  deals  with  the  finished  product. 


purchase  and  sale  of  farm  products. 


421 


Mr.  Davis.  Yes;  and  with  the  raw  material  as  well,  if  necessary. 

Senator  Johnson.  This  commission  has  to  be  in  power  all  the  time 
and  function  all  the  time  if  you  are  going  to  regulate  these  people. 
You  know  the  business  of  this  country  will  not  let  Congress  regulate  it, 
and  they  will  say  ''We  are  not  going  into  the  market  to  buy  unless 
there  is  a  prospect  for  a  profit  for  us,"  and,  therefore,  the  grain 
exchanges,  when  you  attempt  to  regulate  them,  will  say,  "  We  want 
to  speculate,  and  we  want  big  buyers  in  the  market,"  so  that  will  give 
them  the  necessary  competition  which  will  raise  the  prices  up.  That 
is  the  way  they  act  on  all  these  other  bills.  They  sav  the  same  thin^ 
in  evervthing,  and  they  will  say  the  same  thing  witli  respect  to  this 
bill.  'They  will  say,  "I  am  not  going  to  sell  on  the  market,  or  to 
the  commission,  or  anybody  else,  unless  there  is  a  prospect  of  a  profit 
for  me."  If  this  commission  will  watch  both  ends,  well  and  good. 
Another  thing,  Mr.  Chairman,  when  you  talk  about  the  little  packer, 
I  suppose  3^ou  have  all  heard  about  the  scandal  up  there  in  Austin, 
Minn.  There  was  a  little  plant  there  and  the  cashier  ran  away  with 
nearl}'-  $2,000,000.  Of  course  he  is  serving  his  time  in  the  penitentiarv 
but  they  did  not  miss  that  little  bit  of  money  until  they  noticed  that 
one  of  their  checks  had  gone  wrong.     I  just  thought  of  that. 

The  Chairman.  That  very  packing  establisiiment  we  have  had 
before  this  committee.  There  is  an  illustration  of  an  independent 
packer  making  an  enormous  amount  of  money.  As  I  said,  these 
independent  packers  follow  after  the  big  packers,  and  that  particular 
corporation  tnat  you  mention  has  grown  up  from  almost  nothing  to 
what  it  is  to-day;  the  owner  put  in  a  very  little  cash  into  his  trans- 
action, but  he  has  grown  along,  and  they  have  increased  their  capitali- 
zation by  stock  dividends,  and  made  enormous  amounts  of  money. 

Senator  Johnson.  That  is  rig^ht. 

Senator  Gooding.  Thev  do  that  by  just  following  along  with  the 
packers;  they  have  the  advantage,  too,  of  the  freight  rate  all  the  way 
through. 

The  Chairman.  You  never  find  one  of  these  packers  ever  coming 
before  the  committee  or  going  anjrvvhere  else  and  testifying  against 
the  big  packers.    They  want  them  to  run  wide  open. 

Senator  Johnson.  The  big  packers  won't,  and  a  few  of  these 
independent  fellows  won't,  but  you  build  a  big  packing  plant  owned 
by  the  farmers,  and  you  will  soon  find  out  how  quickly  they  will  go 
down  and  out.    They  have  all  kinds  of  schemes  to  get  them  out. 

Senator  Smith.  Wnat  are  the  difficulties  in  the  vray  of  the  farmer 
fixing  the  prices  of  the  livestock  ? 

Mr.  Davis.  At  the  finish  of  my  answer  to  Senator  Johnson's  ques- 
tion, I  will  take  that  up.  You  establish  here  an  outlet  for  the  finished 
product,  at  a  price  level  sufficiently  high  to  enable  them  to  pay  this 
ratio  price  on  livestock.  That  passes  on  through  the  packer,  right 
down  to  the  man  who  sells  the  finished  hog  at  the  market,  and  it 
passes  on  to  the  man  who  has  the  unfinished  feeder  pigs  for  sale, 
generally  raising  the  price  level  for  finished  and  unfinished  hogs 
throughout  the  country.  Your  question  is  purely  one  of  administra- 
tion and  the  diflficulties  are  purely  difficulties  of  administration.  You 
may  announce  your  willingness  and  readiness  to  buy  the  finished  hogs 
ready  for  market,  at  the  calculated  ratio  price,  but  then  you  have  to 
have  your  outlet  through  the  processor.  Your  bill  gives  the  commis- 
sion ample  power  to  make  contracts  with  any  big  concerns  to  process 
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this  at  a  price  that  will  be  determined  under  the  contract.  There 
IS  ample  power  there,  and  it  mi^ht  even  extend  to  the  operation  of  a 
packing  plant  if  it  should  become  necessary  in  order  to  regulate  the 
majnufacturers   margin  of  profit.     I  do  not  suppose  it  would. 

Ihe  Chairman.  If  you  started  in  with  the  hog  on  the  farm,  of 
course  you  would  have  to  get  rid  of  the  hog,  and  you  do  have  the 
power  to  even  start  a  packing  plant  here,  and  go  into  it.  It  is  not  pre- 
sumable that  the  commission  would  do  that,  because  they  are  not 
such  an  organization  that  could  go  in  and  out  of  the  business,  and  at- 
tend to  It  as  the  market  goes  up  and  down.  They  are  only  in  to  keep 
the  market  up.  If  you  go  in  the  packing  business  you  have  to  stay 
in.  bo  the  probable  course  would  be  that  they  would  make  arrang^ 
ments  if  they  could,  with  an  existing  packer  to  handle  the  products. 
JNow,  1  want  to  ask  you,  when  you  have  done  all  this,  suppose  we  have 
surmounted  all  the  difficulties,  and  it  all  works  out  as  you  think  it 
will  on  the  hogs  or  anything  else,  you  have  increased  the  price,  but 
you  have  not  cut  down  your  commissions  or  cut  out  the  middleman, 
you  have  not  reduced  the  freight  rate  or  anything  else.  So  it  would 
tollow  would  It  not,  that  all  of  these  increases  in  price  would  be  passed 
on  to  the  consumer  ?  ^ 

Mr.  Davis.  I  ana  gald  you  raised  that  point.    That  is  one  of  the  im- 
portant points  m  the  operation  of  the  measure. 

The  Chairman.  I  think  it  is. 

Mr.  Davis.  Let  me  go  back  to  the  case  of  wheat  and  its  effect  on 
the  price  of  bread      Of  course,  the  laborer  and  the  city  consumer 
buys  his  wheat  in  the  form  of  bread  from  the  baker  in  town.    At  the 
tune  of  the  meeting  of  ihe  Wheat  Production  Committee  in  Chicago, 
1  asked  this  question  of  one  of  the  largest  millers  in  the  Unifed 
btates:      What  increase  in  the  price  of  wheat  would  be  absorbed  by 
'  the  bakere  without  a  corresponding  increase  in  the  cost  of  bread  «'^' 
Me  said  that  that  question  had  been  discussed  between  the  millers 
and  the  master  bakers,  and  that  the  answer  was  that  anythin<r  up  to 
approximately  60  cents  would  be  absorbed  without  a  corresp^'onding 
increase  in  the  cost  of  bread.  I  answered  him  that  I  thought  it  w^ 
logical  that  the  wheat  price  increase  should  be  absorbed  and  I  crave 
him  as  my  reason  for  it  the  fact  that  the  bakers  had  absorbed  the  de- 
crease in  wheat  prices  from  $2.20  to  $1.08.  in  Chicago,  without  any 
corresponding  decrease  in  the  price  of  bread. 

I  would  like  to  put  in  for  reference  here  a  chart  that  is  contained 
on  pa^e  43  of^'The  Wheat  Situation,''  which  is  a  report  made  by 
•  ^n?o^*  Wallace  the  Secretary  of  Agriculture,  to  the  President, 
m  1923,  and  which  shows  a  distribution  of  the  retail  price  of  a 
1-pound  loaf  of  bread  in  Washington,  D.  C. : 

^J}l\lf^^^^^^''  22  22  per  cent;  the  bakers'  margin,  35.93  per  cent;  materials 
other  than  flour    13.88  per  cent;  the  transportation  margin,  3.21  pe^  cent;  the 
milhng  margm,  o.31  per  cent;  the  freight  charges  on  the  flour  in  the  wheat  and 
the  elevator  margin  on  the  flour  in  terms  of  wheat  as  1.17  per  cent  and  1  38 
per  cent,  respectively;  and  the  wheat  growers'  portion  16.37  per  cent. 

This  shows  approximately  16.37  per  cent  of  the  cost  of  a  loaf  of 
bread  to  the  consumer  in  the  month  of  September,  1923,  was  caused 
by  the  wheat  price,  or  approximately  one-sixth.  For  easy  division 
let  us  say  a  12-cent  loaf  of  bread  would  have  2  cents  of  it  as  the  cost 
of  wheat,  and  an  increase  of  50  per  cent  in  the  price  of  wheat  would 
amount  only  to  1  cent.  Anything  less  than  50  per  cent  would  be 
less  than  1  cent  actual  difference. 


On  that  point  again,  I  wish  to  relate  a  conversation  with  a  man 
who  owns  a  majority  of  the  stock  in  one  of  the  institutions  in  the 
Northwest  which  makes  package  goods  out  of  flour — crackers, 
cookies,  and  biscuits,  etc.  In  talking  with  him,  when  I  urged  this 
point  in  my  argument  as  to  wheat  price  effect  on  the  retail  price,  he 
said,  ''Believe  me,  we  would  be  glad  to  have  a  chance  to  absorb  that 
increase  of  price  in  the  package  goods  for  this  reason:  When  the 
price  of  wheat  dropped  in  1920,  with  results  disastrous  to  the  whole 
wheat-growing  regions,  we  felt  here  is  our  opportunity  to  absorb  this 
drop  m  an  added  margin  of  profit."  He  said,  "  We  are  sick  and  tired 
of  that  arrangement  now,  for  this  reason:  That  the  drop  in  wheat  is 
simply  demoralizing  the  purchasing  power  of  our  trade  territory,  and 
if  the  operation  of  this  bill  will  tend  to  raise  the  price  of  wheat  out 
in  the  country  it  will  restore  the  purchasing  power  not  only  to  the 
fanner  but  to  all  who  are  dependent  on  him,  and  we  would  not 
increase  the  price  of  our  package  goods." 

Let  us  assume  that  Sentor  Norris's  point  is  proper  and  logical. 
You  must  go  back  to  the  key  point  in  the  measure,  and  that  is  that 
the  raise  in  price  is  not  an  illogical  one,  but  only  aims  to  restore  the 
pre-war  relationship  between  other  costs,  and  the  price  of  this 
commodity.  This  index  figure,  as  it  applies  to  general  commodities, 
is  a  lower  index  figure  than  now  represents  the  purchasing  power  of 
labor  on  the  pre-war  basis,  and  if  this  index  figure  is  logical,  it  shows 
this  farm  price  increase  is  proper  and  just,  even  though  it  is  reflected 
by  a  slightly  increased  cost  ol  living. 

Labor  now  has  a  favorable  strategic  position  because  its  purchasing 
power  IS  the  highest  ever  known.  The  purchasing  power  of  the  bi<T 
body  of  consumers  is  the  highest  ever  known.  '^ 

The  Chairman.  I  do  not  deny  the  justice  of  it,  and  if  there  is  no 
other  remedy,  we  have  to  do  it.     We  ah  admit  that  the  producer 
does  not  get  the  cost  of  production.     He  ought  to  do  that,  and  he 
ought  to  get  a  profit.     If  we  are  going  to  remedy  it  by  lessening  the 
cost  of  distribution  so  as  to  help  the  producer  and  consumer  we  ouo-ht 
to  do  It.     It  IS  likewise  conceded  that  the  cost  of  distribution  of°all 
products  IS  too  high.     This  bill  might  incidentally  help  that  situation. 
1  do  not  think  you  are  right  in  saying  that  all  this  middleman's  cost 
will   be  ehmmated  and  that  these  middlemen  wiU  say,   ''We  will 
absorb  this,"  because  it  is  not  true.     The  middleman  will  not  absorb 
this  simply  because  "it  is  justice  to  the  farmer."     They  are  not  in  it 
with  any  idea  of  philanthropy,  they  are  in  it  to  make  money,  and  has 
It  not  been  our  experience  in  aU  lines  of  business  where  somethinc/  is 
arbitrarily  done,  something  has  to  be  added  to  the  cost  that  Ihe 
dealer  and  everyone  interested  in  the  commodity  adds  a  little  on 
account  of  it,  and  when  it  gets  to  the  consumer  it  is  a  good  deal  more 
than  the  actual  amount  added  to  the  cost  ?     We  find  that  aU  throu<^h 
every  phase  of  our  commercial  life.     Put  a  little  tariff  on  something 
and  the  importer  adds  a  little  and  the  jobber  adds  a  Httle  and  the 
wholesaler  adds  a  little  and  the  retailer  adds  a  little,  and  the  consumer, 
when  he  gets  it,  has  to  pay  four  or  five  times  the  amount  of  the  tariff! 
It  seems  to  me  that  instead  of  expecting  these  people  to  absorb  this, 
they  wiU  use  it  as  an  excuse  to  raise  prices.     And,  why  not  ?     Has 
not  the  dealer  a  legitimate  right  to  say,  "I  have  to  pay  more  for  the 
product,  so  I  have  to  charge  you  more  ?" 
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Mr.  Davis.  I  think  the  chairman's  point  is  correct.  I  hav^e  used 
my  illustration  in  the  case  of  wheat  to  show  that  the  effect  of  a  rise 
in  wheat,  translated  into  the  case  of  the  finished  product,  is  so  slight 
it  has  no  effect  on  it  at  all,  practically.  In  the  main,  however,  your 
statement  of  the  principle  is  correct. 

I  want  to  analyze  the  proposition  that  measures  should  he  taken 
by  the  Government  to  save  the  middleman's  cost  in  the  handling  of 
wheat.  If  you  were  able  to  eliminate  entirely  the  middlemans' 
margin  between  the  wheat  grower  and  the  miller,  and  either  absorb 
that  at  the  Government's  expense,  or  perform  the  service  so  cheaply 
that  there  would  be  nothing  taken  out  between  the  two,  then  the 
total,  divided  equally  between  the  producer  and  the  consumer 
would  not  be  of  sufficient  importance  in  the  case  of  wheat  to  restore 
the  wheat  price  to  anything  near  the  fair  ratio  point  we  ought  to 
have.  Let  us  say  the  mardn  of  profit  and  handfing  cost  is  8  cents 
a  bushel  on  wheat  for  the  elevator's  charge. 

The  Chairman.  You  have  not  added  anything  for  freight? 

Mr.  Davis.  I  say  after  taking];  out  the  fixed  charge  of  freight 
which  neither  this  bill  nor  the  Norris  bill  attempts  to  alter.  Eliminate 
that  from  the  consideration  of  the  middleman's  charge  between  the 
man  who  grows  the  wheat  and  the  man  who  manufactures  it.  The 
saving  would  be  8  cents  a  bushel  divided  between  the  2  or  4  cents 
a  bushel  added  for  the  producer  and  4  cents  saved  for  the  con- 
sumer on  each  bushel  which  would  not  cure  the  basic  problem. 

The  Chairman.  Instead  of  taking  out  onl}^  the  elevator  man's 
profit,  let  us  follow  it  to  the  ultimate  conclusion  and  assume  that 
all  middlemen's  profits  between  the  farmer  and  the  consumer  has 
all  been  absorbed  in  this  cost  of  15  cents  for  a  loaf  of  bread,  and  it 
would  cost  the  consumer  about  2  cents.  According  to  our  calcu- 
lations, it  would  save  an  amount  that  would  be  so  enormous  that 
the  balance  would  be  almost  unworthy  of  consideration. 

Mr.  Da\^s.  I  want  to  call  attention  to  the  fact  that  I  said  if  vou 
absorb  all  the  cost  between  the  man  who  grows  the  wheat  and  the 
miller. 

The  Chairman.  I  understand  that. 

Mr.  Davis.  If  you  wish,  we  mi^ht  consider  the  saving  that  might 
be  made  in  the  next  step  in  handling  of  wheat  between  the  farmer 
and  the  consumer,  and  that  is  the  milling.  I  am  sorry  that  Senator 
Ladd  has  stepped  out,  because  he  could  enlighten  the  committee  on 
the  experience  of  North  Dakota  with  the  State  Mill  at  Grand  Forks. 

I  am  not  competent  to  testify  on  that  point,  but  if  this  committee 
desires  tc  consider  in  connection  with  this  matter  the  experiments 
which  North  Dakota  has  been  running,  it  will  be  easy  to  get  informa- 
tion on  what  saving  the  State  mill  has  been  able  to  make  for  the 
producer  and  the  consumer. 

I  would  like  to  call  your  attention  to  the  bread  chart  that  I 
referred  to.  It  shows  the  retail  margin  in  Washington,  taking  into 
consideration  labor,  dehvery,  store  maintenance,  credit,  etc.,  22.22 
percent;  the  bakers' margin,  manufacturing,  delivering,  and  selling, 
and  administration  and  plant  maintenance,  about  35.93  per  cent; 
materials  other  than  flour,  added  by  the  baker  in  making  bread, 
13.88;  the  transportation  margin,  3.21;  the  milling  margin  on  flour, 
5.31;  freight  and  elevator  charges  translated  into  terms  of  wheat, 
1.70  and  1.38,  respectively. 
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The  Chairman.  Does  that  mean  that  the  cost  that  is  added  to 
wheat  by  freight  is  just  about  1  per  cent  ? 

Mr.  Davls.  The  cost  that  is  added  to  the  final  1 -pound  loaf  of 
bread  by  reason  of  the  freight  paid  on  the  wheat  is  1.7  per  cent.  That 
is,  in  terms  of  bread. 

The  Chairman.  Just  what — take  your  wheat  in  Montana — what  is 
the  freight  rate  from  Billings,  Mont.,  on  a  bushel  of  wheat  to  Minne- 
apolis ? 

Mr.  Davis.  I  think  about  25  cents  a  bushel. 

The  Chairman.  Now,  when  wheat  is  selling  at  a  dollar  a  bushel, 
that  is  one-quarter  of  it  taken  right  there  in  freight  i 

Mr.  Davis.  You  have  packed  there  the  very  peak  of  transportation 
charges  in  the  United  States.     This  is  figured  on  the  average. 

The  Chairman.  Suppose  you  go  across  into  Canada  and  take  a 
point  at  equal  distance  from  there,  practicalh^  the  same  number  of 
miles,  what  is  the  freight  rate  there  ? 

Mr.  Davis.  I  think  about  60  per  cent  of  the  amount  charged  for 
freight  in  this  country  would  be  taken;  I  believe  that  the  carriers 
receive  some  assistance  from  the  Government,  especially  the  Canadian 
Pacific  Railroad  Co.,  which  is  an  indirect  subsidy  to  the  wheat  grower 
in  Canada. 

The  Chairman.  Is  not  that  fairer  than  to  compel  the  farmer  to 
bear  a  loss  on  something  that  is  absolutely  necessary  for  the  existence 
of  the  consumers? 

Mr.  Davis.  That  would  be  helpful;  but  I  don't  want  you  to  lose 
sight  of  the  main  object  of  the  bill,  which  is  to  restore  farm  prices 
to  their  old  buying  power. 

The  Chairman.  I  am  not  saying  that,  but  it  seems  to  me  that  vou 
are  losing  entirely  the  consideration  of  the  immense  cost  of  distribu- 
tion of  all  of  the  products;  but  if  we  raise  the  price  of  the  products, 
won't  the  danger  be  they  will  all  increase  it  until  it  gets  to  the  con- 
sumer's hands,  when  he  will  have  to  bear  the  cost  of  all  these  things, 
and  the  cost  of  living  will  go  up  correspondingly  on  these  produces, 
and  the  men  will  say,  ''We  have  to  have  more  wages,"  and  the  men 
working  for  the  railroads  will  say,  ''We  have  to  have  more  wages," 
then  the  railroads  will  increase  the  wages,  and  this  will  increase  the 
freight  rates,  and  it  will  be  going  right  back  to  the  same  old  vicious 
circle  ? 

Mr.  Davis.  Before  you  adjourn,  I  want  to  answer  that  point  made 
by  the  chairman.  The  present  union-labor  index  point  is  207,  as 
compared  with  the  1913  level  of  100.  And  if  you  follow  our  theory 
out,  you  will  see  that  we  hope  by  this  bill  to  raise  farm  prices  to 
compare  with  a  general  commodity  index  of  about  160,  still  much 
below  labor.  In  other  words,  labor  at  the  present  time  is  in  an 
immensely  favorable  position  to  absorb  this  fair  price. 

Senator  Norris.  There  are  only  the  two  of  us  left  now,  and  it  is 
12  o'clock,  and  we  will  adjourn. 

(Thereupon,  at  12  o'clock  noon,  adjournment  was  taken  until 
to-morrow  morning,  Friday,  February  1,  1924,  at  10  o'clock.) 
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FRIDAY,  FEBRUARY  1,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  proceeded  to  the  consideration  of  the  Norris  bill 
at  11  o'clock  a.  m. 

Present:  Senators  Norris  (chairman),  McNary,  Smith,  Ransdell, 
Ralston,  Harrison,  Johnson  of  Minnesota,  and  Capper. 

The  Chairman.  Now,  Senator  Owen,  you  have  been  very  indulgent. 
The  committee  will  be  glad  to  hear  from  you. 

STATEMENT  OF  SENATOR  ROBERT  L.  OWEN. 

Senator  Owen.  I  wish  to  submit  a  few  comments  on  Senate  bill 
No.  1642,  known  as  the  Norris  bill.  I  do  not  assume  that  anything 
that  I  could  say  would  be  new  to  the  committee  or  instructive.  I 
merely  desire  to  come  before  the  committee  because  of  my  very 
active  interest  in  this  and  because  of  my  sympathy  with  the  purpose 
of  the  bill  and,  above  all,  because  of  my  sympathy  with  the  farmers 
of  the  country. 

You  have  just  passed  a  bill  for  the  relief  of  those  farmers  who  have 
been  reduced  to  complete  impotence  in  New  Mexico.  That  con- 
dition prevails  to  a  large  extent  in  the  Dakotas  and  in  Montana  and 
throughout  the  entire  West,  and  to  my  very  particular  knowledge 
in  Oklahoma  the  condition  of  the  farmers  has  been  one  of  extreme 
distress.  A  great  many  of  our  banks  in  Oklahoma  have  failed.  A 
large  number  of  small  banks  have  failed  because  they  loaned  beyond 
their  capacity  to  the  farmers  considering  the  shrinkage  of  farm 
values  and  the  shrinkage  of  the  value  of  farm  crops. 

There  is  always  more  or  less,  of  course,  drought  and  other  diffi- 
culties with  which  the  farmers  have  to  deal,  but  the  one  very  great 
difficulty  the  farmer  had  to  meet  was  the  contraction  of  credits  that 
took  place  beginning  in  1919.  Some  of  you  on  the  floor  of  the  Senate 
will  remember  what  occurred  at  that  time.  The  Governor  of  the 
Federal  Reserve  Board  went  to  New  York  and  demanded  a  curtail- 
ment of  credit,  and  in  July,  1919,  when  there  were  $19,000,000  loaned 
on  stocks  and  bonds,  Governor  Harding  demanded  that  they  cut 
down  the  loan  in  a  substantial  way,  and  they  did.  They  raised  the 
rate  of  interest  and  used  that  as  a  means  of  cutting  down  the  loan. 
It  was  effective  and  profitable.  They  ran  the  call  rate  up  to  30  per 
cent.  That  was  followed  by  the  Federal  Reserve  Board  raising  the 
rate  of  interest  up  to  7  and  8  per  cent  to  its  member  banks.  They, 
in  turn,  put  over  a  progressive  rale  of  interest  which  was  intended 
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theoretically  to  prevent  one  bank  taking  advantage  of  the  credit 
of  the  reserve  banks  to  the  disadvantage  of  others.  Under  that 
progressive  rate  of  interest,  the  banks  throughout  the  country  were 
subjected  to  very,  very  high  rates,  and,  in  many  cases,  rates  going 
to  20  per  cent  on  small  amounts.  But  the  psychology  of  it  was  that 
it  profoundly  affected  the  stability  of  credit  in  the  United  States. 
These  directors  in  every  bank  passed  the  expression  the  feeling,  and 
I  might  say  the  emotion  from  themselves  to  every  business  man 
in  the  vicinity. 

The  consequence  of  this  general  process  which  was  persisted  in 
was  that  the  Federal  reserve  bank  cut  down  the  loans  over  two 
thousand  million  in  18  months.  The  member  banks  were  therefore 
restricted  by  the  Federal  Reserve  Board  in  this  way,  and  the  mem- 
ber banks  cut  down  their  loans  over  two  thousand  million  dollars 
in  a  similar  period  of  time.  That  affected  the  depositors.  They 
out  down  their  loans  to  the  banks,  in  the  form  of  deposits,  over  three 
thousand  million  dollars,  so  the  banks  got  something  the  worst  of  it 
because  the  depositors  cut  down  the  credit  to  the  banks  more  than 
the  banks  did  to  the  ordinary  business  people. 

The  effect,  however,  of  this  general  policy  which  was  a  determined 
policy,  and  I  say  it  was  a  determined  policy  because  when  it  originated 
feeling  very  sensitive  with  regard  to  the  dignity  and  good  name  of  the 
Federal  Reserve  Board  and  feeling  very  sensitive  toward  the  law  under 
which  it  operated  and  in  the  enactment  of  which  I  had  actively 
participated,  as  well  as  when  it  was  being  framed — for  I  was  then, 
at  that  time,  chairman  of  the  Committee  on  Banking  and  Currency — 
I  felt  sensitive  as  to  its  good  name,  and  I  now  say  that  what  occurred 
was  the  effect  of  this  very  determined  policy. 

When  I  perceived  these  high  rates  of  interest  in  New  York,  rates 
running  up  to  30  per  cent,  I  went  to  the  Federal  reserve  bank  and 
demanded  of  them  that  they  should  take  steps  to  abate  this  nuisance, 
for  that  is  what  it  was,  a  nuisance  and  an. injury.  It  was  a  nuisance 
in  the  sense  that  it  disturbed  the  conditions  of  the  country,  and  it 
was  an  injury  in  its  resultant  effect.  I  was  unable  to  make  any 
impression  on  the  Reserve  Board  although  I  talked  to  them  personally 
and  individually.  Then  I  spoke  in  the  United  States  Senate  and 
made  three  speeches  against  it,  and  some  of  you  will  remember  the 
earnestness  with  which  I  plead  the  cause.  We  were  at  that  time 
face  to  face  with  a  very  great  and  unavoidable  recession  in  the  high 
prices  which  had  been  brought  on  with  the  war  conditions  when  our 
Government  and  the  belligerent  governments  were  buying  with  their 
treasury  zone  wide  open  and  with  instructions  to  their  purchasing 
agents  to  "  go  get  it  regardless  of  the  price,"  and,  when  the  war  ended, 
the  Government  and  the  belligerent  governments  stopped  buying 
and  millions  of  men  who  had  been  taken  out  of  productive  employ- 
ment went  back  in  greater  or  less  measure  to  productive  employment 
and  created  new  supplies  of  goods  whUe  the  demands  of  these  bellig- 
erent governments  ceased.  Moreover,  the  governments  which  had 
stored  up  supplies  anticipating  further  warfare  had  these  suppUes  for 
sale,  and  they  dumped  these  things  on  the  market. 

The  consequence  was  that  no  man  on  earth  could  be  held  respon- 
sible for  the  situation.  There  was  naturally  a  violent  recession  of 
prices  and  at  such  a  time  as  that  there  were  those  in  New  York  who 
advocated  the  doctrine  of  deflation  on  the  theory  that  this  Govern- 
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ment  had  gone  into  a  great  inflation.  It  was  on  the  false  premise 
of  great  inflation.  I  say  *'  a  false  premise, "  I  think  advisedly,  because 
if  you  ask  yourself  what  is  inflation  you  must  interpret  it,  I  think, 
as  a  justifiable  expansion  of  credit,  and  expansion  of  credit  that  is 
unsound,  unsafe,  and  unjust.  But  here  w^as  an  expansion  of  credit 
made  necessary  to  feed  and  clothe  the  soldiers  of  this  country,  the 
youth  of  America  going  to  protect  what  was  believed  to  be  the 
very  life  of  this  Government  itself.  Was  that  an  unjustifiable 
expansion  of  credit  ?  It  was  a  legitimate  use  of  credit  if  ever  there 
was  a  legitimate  use  of  credit,  and  therefore  should  not  be  called  an 
inflation,  and  it  was  a  false  theory  to  call  it  inflation.  There  was 
some  inflation;  there  was  some  abuse  of  credit.  There  were  those 
who  were  hoarding  commodities  in  storage,  and  against  that  abuse 
I  spoke  to  the  Federal  Reserve  Board  and  told  them  that  we  were 
perfectly  justified  in  withholding  credit  from  that  class.  But  the 
policy  was  pursued  with  the  consequence  that  the  cost  of  agricul- 
tural products  was  brought  down  to  far  below  the  cost  of  production, 
and  the  cost  of  food  supplies  in  like  manner  was  brought  below  the 
cost  of  production  in  cattle  and  sheep.  Sheepmen  throughout  the 
West  were  ruined.  When  I  was  in  Oklahoma  two  months  ago  they 
were  selling  horses  at  $8  apiece,  ordinary  horses,  common  horses, 
such  as  are  used  on  the  farm.  Why,  could  it  be  possible  a  man 
was  selling  his  horse  for  $8 ! 

Senator  McNary.  Were  they  not  unbroken  horses  ? 

Senator  Owen.  No;  they  were  the  ordinary  farm  horse.  The 
trouble  was  the  farmer  was  broke.  He  did  not  want  the  horse.  He 
did  not  want  to  feed  the  horse,  or  to  be  put  to  the  expense — the  cost 
that  was  necessary  to  maintain  the  horse  and  pay  his  expenses. 
The  banks  had  gone  as  far  as  they  were  disposed  to  go.  The  so-caUed 
guaranty  fund  of  Oklahoma  was  wrecked  by  this  condition.  There 
was  a  deficit  there  of  six  or  seven  million  dollars.  I  refer  to  this 
because  I  think  it  is  essential  to  appraise  to  some  extent  the  condition 
in  which  the  farming  class  of  this  country  are  bound,  and  that  condi- 
tion can  not  be  minimized.  It  is  easy  to  stand  here,  comfortably 
clothed  in  a  warm  room,  addressing  you  gentlemen,  feeling  perfectly 
well,  and  it  is  easy  to  talk  about  these  people  in  a  cool  and  coUecteii 
way,  but  if  you  get  down  to  the  man  in  this  condition,  with  a  wife  and 
four  or  five  children  and  with  nothing  to  clothe  them  or  anything 
with  which  to  feed  them,  it  is  a  heart-breaking  thing.  They  are 
human  beings  just  as  much  entitled  to  the  right  of  life,  liberty,  and 
happiness  as  anyone  else,  and  I  have  felt  it  very  keenl}-  and  am  very 
sensitive  to  it,  because  I  feel  they  have  been  the  victims  in  large  part 
of  an  unintelligent  governmental  administration  of  the  reserve  act. 

Senator  McNary.  Was  Congress  impotent  in  1920  when  this 
inflation  began  ?  Was  Congress  impotent  at  that  time  to  correct  the 
situation  ? 

Senator  Owen.  No,  it  was  not.  I  appealed  to  Congress  to  correct 
it  and  the  answer  I  got  was  the  Medill  McCormick  resolution. 

Senator  Smith.  But  was  Congress  impotent  ? 

Senator  Owen.  No,  it.  was  not  impotent.  It  had  power,  in  my 
belief,  but  it  did  not  exercise  it. 

Senator  McNary.  What  was  your  remedy.  Senator,  for  that 
situation  ? 
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Senator  Owen.  My  remedjr  was  to  use  the  Federal  reserve  system 
to  effect  a  stability  of  credit.  I  do  not  much  blame  the  Reserve 
Board  for  free  extension  of  credit  in  time  of  war — in  fact,  I  did  not 
perceive  myself  it  was  dangerous  to  go  as  far  as  they  did  go,  and  I 
can  not  and  do  not  criticize  them  for  what  I  did  not  see — but  when  I 
did  see  what  did  happen  and  when  I  saw  that  thev  were  going  to 
attempt  to  correct  it  by  violent  deflation,  I  knew  that  would  bring 
wreckage  on  the  little  people  of  the  country.  I  made  three  speeches 
on  the  floor  of  the  Senate.  I  presented,  I  think,  four  different  open 
letters  to  the  Federal  Reserve  Board  and  to  the  President  of  the 
United  States  on  this,  because  I  felt  it  so  sensitively  and  I  put  that 
into  the  Congressional  Record,  but  I  could  not  make  any  impression 
on  anyone,  and  the  matter  became  a  pohtical  issue  and  a  matter  of 
party  policy,  and  it  seems  to  be  party  policy  to  advocate  the  deflation 
of  credit  and  currency.  It  even  went  into  the  Republican  national 
platform  and  was  put  into  the  speech  of  acceptance  of  President 
Harding.  Everybody  had  believed  we  went  through  a  great  inflation 
and  should  go  through  a  great  deflation.  We  certainly  went  through 
a  great  deflation,  a  deflation  that  was  painful  to  the  country.  You 
are  now  trying  to  correct  it  by  this  bill  to  provide  a  means  by  which 
the  farmer  can  advantageously  sell  his  product. 

I  have  read  the  bill  No.  1642  and  the  bill  No.  2012  with  great 
interest  and  with  appreciation.  I  wanted  to  express  my  favorable 
comment  upon  Senate  bill  No.  1642,  so  called  the  Norris  bill,  which 
provides  for  the  organization  of  this  corporation  called  the  farmers 
and  consumers'  financing  corporation  act  and  providing  for  the 
farmers  and  consumers'  finance  corporation.  I  should  have  the  title 
made  shorter,  since  any  name  would  serve  the  purpose  and  the  name 
will  be  used  millions  and  millions  of  times,  probably. 

In  this  bill  there  is  the  simplicity  of  providing  the  means  of  one 
great  selling  agency,  one  great  agency  through  which  adequate 
storage  facilities  can  be  furnished. 

We  have  developed  in  America  the  brainest  commercial  men 
m  the  world,  and  their  processes  I  certainly  admire;  sometimes 
their  practices  are  not  quite  fair  and  need  to  be  corrected  by  the 
Government,  but  one  of  the  needs  by  which  a  masterful  control  of 
the  markets  is  established  is  to  establish  one  buyer  and  one  seller. 
Then  you  can  dictate  the  price  as  high  as  the  market  can  afford,  and 
I  think  that  while  this  corporation  can  not  quite  dictate  the  price, 
it  can  exercise  a  very  important  modification  in  it,  because,  at  pres- 
ent, whatever  particular  commodity  you  deal  with,  whether  wiieat 
or  corn,  or  cotton,  there  is  a  time  in  which  nature  matures  these 
products  and  they  must  go  to  the  markets  and  be  stored,  either 
on  the  farm  or  in  commercial  centers.  Some  of  the  farmers  have 
plans  by  which  they  store  their  stuff  on  the  farm.  Some  of  them  have 
no  adequate  means  of  storing  their  stuff  on  the  farms,  and  store  the 
stuff  in  the  fields,  putting  their  corn  in  shocks  and  their  wheat  in 
stacks,  and  finally  they  get  it  to  market;  but,  after  all,  there  are  a 
few  months  in  which  the  goods  go  to  market. 

Such  a  corporation  as  this,  with  adequate  storage  and  distributing 
facihties,  could  store  these  goods  and  could  distribute  these  goods 
to  the  consuming  pubhc  throughout  the  12  montlis  and  effect  a 
great  saving,  the  benefit  of  which  could  be  distributed  to  the  farmers 
on  the  one  side  and  the  consumers  on  the  other.    One  of  the  means 
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by  which  the  Europeans  get  low  prices  for  the  stuff  in  this  country 
is  that  they  organize  and  make  their  purchases  through  a  purchasing 
agent.  In  that  way  thej  prevent  any  competition  on  the  part  of  the 
purchasers  of  your  stuff.    They  center  theu-  purchases. 

Senator  Smith.  Going  on  the  modem  theory  that  competition  is 
the  life  of  trade,  it  is  the  death  ofprofit  ? 

Senator  Owen.  Absolutely.  We  do  not  have  much  competition 
as  the  public  understands  it  because  there  has  grown  up  in  America 
and  all  over  the  civilized  world  a  highly  developed  management 
which  excludes  the  injury  of  competition  so  that  it  is  the  purpose 
m  commerce  for  men  to  make  as  large  profits  as  they  can  and  develop 
these  processes  which  are  commendable  from  the  standpoint  of  the 
business  man  but  not  always  serviceable  to  the  public.  The  farmers 
have  been  victimized  in  both  directions;  they  have  been  compelled 
to  sell  on  competitive  lines  and  they  have  been  compelled  bo  buy  on 
noncompetitive  lines.  In  my  judgment  there  is  no  problem  of  greater 
national  import  and  consequence  than  for  the  Government  of  the 
United  States  to  find  a  way  in  which  to  make  these  people  that  feed 
the  world,  that  furnish  the  raw  materials  on  which  all  our  industries 
and  on  which  our  commerce  is  built,  to  make  them  content  on  the 
farm.  God  gives  them  some  advantages  in  fresh  food  and  in  the 
open  air  and  in  more  freedom  from  the  trials  of  city  life  than  come 
to  their  city  brothers,  but  they  are  leaving  the  farms  in  laro-e  num- 
bers and  they  are  going  into  the  cities  to  compete  with  those  who 
labor  in  the  cities.  It  has  been  said  that  there  is  no  community 
interest  between  the  farmers  and  the  laborers  in  the  cities.  There 
IS  an  unportant  community  of  interest.  They  are  both  the  victims 
of  a  system  of  monopoly.  They  are  competing  with  each  other 
unless  they  understand  each  other.  If  those  who  labor  in  the  cities 
are  not  concerned  about  the  condition  on  the  farm,  he  who  labors 
on  the  farm  will  leave  the  farm  and  come  to  the  city  and  compete 
with  them.  ^ 

Senator  Smith.  I  have  a  telegram  from  Arizona  calling  attention 
to  this  as  well  as  from  the  other  parts  of  the  Cotton  Belt  in  the 
midst  of  a  short  crop.  There  is  an  organization  alleged  to  be  in  the 
process  of  forming  the  old  world  and  the  new  world  into  one  organi- 
zation to  restrict  consumption  and  by  organized  and  united  effort 
dictate  the  price. 

Senator  Owen.  I  disapprove  their  methods  of  publicity.  It  is 
hable  to  interfere  with  the  success  of  their  venture  if  they  give  too 
much  publicity  to  it,  but  that  kind  of  thing  is  going  on  alwavs  be- 
cause that  IS  the  only  natural  process  of  commerce.  You  might  just 
as  well  recognize  the  fundamental  principles  that  move  men.  The 
farmer  has  been  the  victim  in  two  directions,  both  in  what  lie  sells 
and  what  he  buys,  and  unless  we  make  the  people  on  the  farm  con- 
tent this  country  can  not  be  prosperous  and  happy  as  it  should  be 
And,  more  than  that,  I  might  call  attention  to  the  political  upheaval 
that  is  threatened  in  the  country.  It  is  not  just  a  small  matter  you 
are  dealing  with  here,  but  you  are  dealing  with  the  foundation  stones 
ot  this  Government.  I  regard  this  committee  as  the  most  important 
committee  m  America  to-day  and  I  sympathize  with  your  efforts  in 
getting  results,  and  I  would  not  be  content  with  this  bill  for  there 
are  other  bills  thiat  no  doubt  in  due  time  must  come  before  you  for 
consideration,  but  I  want  to  express  my  sympathy  for  the  Norris 
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bill  and  the  purpose  of  it,  and  to  express  a  hope  that  you  will  perfect 
it  in  such  a  way  that  it  will  be  entirely  acceptable  to  the  Congress 
and  the  Senate. 

Senator  Ransdell.  How  should  that  be. done? 

Senator  Owen.  In  perfecting  the  bill. 

Senator  Ransdell.  What  suggestion  would  you  make  ? 

Senator  Owen.  I  think  the  bill  is  in  excellent  shape  as  it  is.  I  am 
quite  content  with  it.  I  have  observed  nothing  that  I  thought  was 
objectionable  in  the  bill.  I  think  it  is  better  than  Senate  bfll  2012, 
because  it  does  not  attempt  to  fix  prices.  I  think  the  fixing  of 
prices  is  a  very  difficult  thing  to  establish;  its  consequences  nobodv 
knows.  Sometimes  it  is  beneficial  and  sometimes  it  is  not  beneficial. 
When  we  fixed  prices  for  the  farmers  during  the  war  we  did  them  a 
great  injury,  because  the  demand  for  the  product  proved  to  be  higher 
than  the  figure  that  was  fixed;  and,  after  all,  we  can  not  by  legis- 
lative process  change  the  law  of  gravity.  We  can  not  do  that.  All 
we  can  do  is  to  provide  the  mechanism  by  which  people  can  be  per- 
mitted to  help  themselves.  We  can  prevent  the  farmers  from  being 
victimized  and  we  can  help  get  for  tnem  a  fair  value  for  what  they 
have. 

Senator  Smith.  Don't  you  believe  the  ultimate  solution  of  this 
problem  would  be  the  working  out  of  a  system  of  credits  that  will 
automatically  inure  to  the  benefit  of  the  individual  producer  ? 

Senator  Owen.  I  think  we  have  a  system  of  credit  that  is  advan- 
tageous. We  have  gone  far  with  all  the  banks  to  provide  this  mech- 
anism and  I  am  in  favor  absolutely  of  the  gratuity  you  have  given 
to  New  Mexico. 

Senator  Smith.  We  have  the  mechanism,  but  the  discretion  allowed, 
the  administration  element,  is  so  broad  that  their  policies  are  as 
disastrous  as  the  deflation  was. 

Senator  Owen.  The  policies  of  the  reserve  board  seem  to  move 
the  major  party  of  the  country  to  control,  and  I  think  the  major 
party  has  a  right  to  control.  I  believe  it  was  a  mistake,  and  I  would 
not  be  disposed  to  expand  on  that  undul}^  now,  for  it  is  easy  enough 
to  see  now  that  it  was  unwise.  If  a  man  is  silent  when  he  recognizes 
the  wrong  of  a  thing  he  has  no  justification  in  criticizing  it.  The  only 
justification  I  plead  now  is  the  fact  that  I  did  urge  that  something 
be  done,  and  therefore  I  feel  that  I  am  justified  in  making  criticism 
that  I  have  made. 

Senator  Smith.  In  my  study  of  the  law,  I  was  wondering  if  there 
could  not  be  such  amendments  placed  on  it  as  to  make  it  impossible 
to  bring  about  such  a  deflation  as  was  brought  about  before  ? 

Senator  Owen.  I  put  in  the  original  act  a  proposal  that  mi^ht 
have  done  that,  but  it  was  stricken  out.  That  proposal  was  "This 
act  shall  be  administered  with  a  view  alwajy^s  to  giving  stability  to 
credit" ;  that  was  the  purpose  of  the  act.  '  W'ith  a  tendency  to  inflate, 
the  power  of  the  act  should  be  used  as  a  governor  to  prevent  that, 
and  when  there  is  a  tendency  to  deflate,  it  should  be  used  to  prevent  it. 

Senator  Ralston.  You  have  studied  both  of  these  bills.  In  Aour 
judgment  should  they  both  be  enacted  into  law  i 

Senator  Owen.  I  don't  think  so.  I  think  the  objection  to  bill 
No.  2012  is  in  its  second  line.  It  is  a  temporary  measure.  The 
agricultural  needs  of  this  country  are  not  temporary;  they  are  per- 
manent; and  they  need  a  permanent  system  if  they  are  to  be  remedied. 
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Senator  Ralston.  If  that  is  the  only  objection  that  could  be 
modified. 

Senator  Owen.  That  could  be  modified,  but  it  goes  on  and  it  inter- 
feres with  the  liberties  of  the  people.  It  states,  for  instance,  of 
penalties  and  it  says,  ^'Any  person  who  fails  or  refuses  to  tender  or 
to  accept  or  demand  script  m  violation  of  subdivision  B"  shall  be 
liable  to  a  penalty.  The  idea  is  that  everybody  shall  be  compelled 
to  do  this  under  penalties.  Now,  we  all  know  that  everybody  is  not 
going  to  do  it. 

Senator  Johnson.  Don't  you  consider  the  opposition  to  the  Norris 
bill  is  now  and  has  been  caused  by  the  reason  that  the  business 
people  of  this  country  do  not  like  to  see  some  one  else  doing  the 
business  ? 

Senator  Owen.  That  would  be  inferential. 

Senator  Johnson.  The  State  of  North  Dakota  built  their  own 
mills  and  elevators  and  conducted  a  State-owned  proposition. 
Thev  found  they  could  not  compete  with  that  institution,  and  that 
is  what  the  opposition  of  this  bfll  is.  I  have  always  been  in  favor  of 
the  Norris  bill  and  I  am  in  favor  of  it  now.  But  I  just  wanted  to 
say  that  that  is  the  reason  it  is  so  hard  to  get  it  through,  because 
they  think  it  will  take  some  business  away  from  them. 

Senator  Owen.  I  think  it  will  have  the  effect  of  making  those  in 
the  business  now  more  reasonable  in  their  attitude. 

Senator  Johnson.  One  more  question.  You  talk  about  the 
credits  there.  I  know  that  the  people  where  I  live  think  that  they 
have  too  much  credit  now.  What  they  want  is  a  fair  return  on  their 
product,  so  as  to  pay  their  debts. 

Senator  Owen.  I  think  that  is  quite  true.  It  is  not  credit  so 
much  that  the  farmer  wants  as  it  is  an  opportunity  to  get,  as  you  say, 
Senator,  a  fair  return  on  their  product.  When  they  had  free  credit 
the  prices  went  up  to  high  figures  and  the  farmers  employed  the 
credit  to  buy  land  and  cattle,  and  when  the  credit  was  withdrawn  it 
put  them  in  bankruptcy.  Some  of  the  biggest  banks  m  the  country 
were  on  the  verge  of  destruction.  I  simply  wanted  to  express  my 
sympathy  with  the  bill. 

Senator  Ransdell.  Is  it  not  the  artificial  price-fixing  provisions 
of  the  bill,  2012,  the  McNary  bill— I  sav  the  artificial  price-fixing 
features  of  the  bill— rather  than  what  niight  be  called  the  natur^ 
price-fixing  features  of  the  Norris  bill.  Section  9,  which  causes  you 
to  favor  the  Norris  bill  over  the  McNary  bill,  one  being  the  result  of 
a  statutory  regulation  and  the  other  the  creation  of  a  corporation 
that  will  operate  in  the  same  manner  as  other  corporations  in  indus- 
tries do  ? 

Senator  Owen.  I  think  that  either  bill  will  produce  a  price  at  least 
as  high  as  that  fixed  in  the  McNarv  biU,  because  I  am  convinced  that 
an  orderly  marketing  system  will  bring  fair  prices,  and  the  prices 
proposed  m  bill  No.  2012  are  quite  fair.  It  is  only  taking  the  pre- 
war price  and  modifying  it  as  shown  by  the  index  figure.  °But  that 
is  not  the  point.  The  only  point  I  am  making  is  that  we  should  adopt 
the  sunplest  mechanism.  We  should  have  the  least  detail  of  auditing. 
I  think  the  less  auditing  the  better.  I  think  what  is  needed  are 
storage  warehouses,  and  agencies  through  which  these  products  can  be 
cleared  and  sold,  and  agencies  through  which  this  matter  can  be 
handled  on  a  large  scale  and  in   a  commanding  way,  and  in   that 
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OT*  anklti"'^"  element  in  the  trade  would  foUow  the  lead  of  the  larger 

Senator  Ralston.  Does  not  the  Norris  biU  provide  for  a  bi? 

ulZrjUm ""  '^'  "'*''■"'*  °^  ^*™^^  '»°'-*>  «^««^'^«ly  t^an  Z 

thf^bifr  ^'^^'''  '  ^^""^  '*  '*°®^'  ^^  ^'""  ^^*^  '■^*^"''  I  ^^""^^  PJ-efer 

^nT'^^^"*^''**'^^-,  !^®  ^'^  ""ery  much  obliged  to  you,  Senator.     We 
wiU  adjourn  untU  to-morrow  morning  atlo  o'clock  when  we  will 
resume  and  take  up  a  further  consideration  of  Mr.  Davis's  questions 
(Thereupon,  at  11  45  o'clock  a.  m.,  adjournment  was  taken  until 
to-morrow  mornmg,  Saturday,  February  2,  1924,  at  10  o'clock  am  ) 
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SATURDAY,  FEBRUARY  2,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 
_,,  .  Washington,  D.  C. 

Iho  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a  m 
?resTdr  ""**'  "^'""^  Building,  Senator  George  W    NoSs 

sJ^fT^p*'  ^J"5f*?P  Norris  (chairman),  McNary,  Capper,  Gooding, 
Smith,  Ransdell,  Harrison,  Ralston,  and  Johnson. 

Ihe  Chairman    The  committee  will  come  to  order,  if  vou  nlease 
gentlemen.    Mr.  Davis  will  continue.  ^       ^         ' 

STATEMENT  OF  ME.  C.  C.  DAVIS— Concluded. 

Mr  Davis.  There  are  a  few  points  that  are  frequently  raised  in 
objection  or  opposition  to  the  principle  of  this  measure  tKat  I  would 
like  to  have  your  permission  to  go  into  in  closing  mv  review  of  the 
McNary  bill.  One  that  is  frequently  heard  is  that  we  are  planning  an 
organJzation  here  to  dump  a  great  and  a  new  surplus  on  the  forei.'n 
markets  m  such  manner  as  to  depress  the  world  price  or  to  influence 
It  adversely.     I  think  it  is  apparent  that  this  measure  or  any  export 

h^,?!I";!;n°'''  "°i*  P^P'i'?''  to  create  any  new  surplus  to  be  sold  abroad, 
but  t  will  simply  be  disposmg  of  what  is  now  a  surplus  that  has  to 

f.»H  t  "^^^^^^  ^^'■°?''  r^*  ^H  ^'"'■I'l  P"«e  level,  and  do  it  in  an  organ- 
hAff  *r7  T^t^^  fu  **  '^'??'-ga.n»^ed  manner.  Instead  of  having 
the  effect  of  affectino;  the  world  prices  adverselv,  selling  of  the  export- 
able surplus  under  the  direction  of  a  central  agencv  should  have  rather 
a  tendency  to  stabilize  than  to  depress  the  world"  price,  because  as  I 
say  you  are  not  creating  any  new  surplus  to  be  dealt  wath     "'  ' 

siti«^*tl.  fi!°^  T  *e,q"est'o»  ^hich  also  is  frequently  raised  in  oppo- 
sition to  this  and  similar  measures  as  to  whether  or  not  this  would  tend 

HVXcrf.n  fh^^h"''*."'"  "^  wheat,  assuming  now  we  are  considering 

t^^g  to  solve  ''^°^'  intensify  the  problem  we  arl 

It  mu.st  be  borne  in  mind  in  that  connection  that  this  price  which 

fT.  ^\  n"  '■'*"*'  ""**''  ^^''l*''"  '^  "^^  ^^''-  ex«l^'">ge  price  that  obtained 
for  the  10  years  prior  to  the  war.     It  is  not  above  that.     It  is  hist 

before^he^'war.'"  P'"'*'*^'*^"'^  P^^'e"-  that  obtained  in  the  10-year  period 

w-fww'"  ^"^^^^1-  ^  **'''?''  y°"  had  better,  when  you  get  through 
w  th  that  part  of  the  question  you  are  discussing  now,  yolhad  beu'er 
teU  the  committee  something  about  what  is  meant  by  the  increased 
production  of  wheat  m  the  bill.     It  is  exactly  the  same  as  my  bTll, 
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which  has  been  attacked  by,  I  think,  the  Secretary  of  Agriculture,  and 
which  the  President  thinks  will  do  more  harm  than  good.  If  it  in- 
creases the  price,  you  have  got  to  expect  it  will  increase  production 
just  so  much — I  don't  mean  in  Europe. 

Mr.  Davis.  That  is  the  point  that  I  am  about  to  develop. 
Now,  Senator,  there  is  a  difference  between  a  fixed  guaranteed 
price  and  the  putting  into  effect  of  a  force  that  will  hold  the  price  at 
its  pre-war  relationship  to  other  prices,  because  if  it  holds  it  there, 
then  you  have  the  effect  of  the  same  price  in  purchasing  power  that 
obtained  before  the  war,  and  that  did  not  result  in  the  increasing  of 
the  production  of  wheat. 

Senator  Gooding.  What  difference  is  there  between  this  bill  and 
my  bill  ?  This  bill  increases  the  prices  more  than  my  bill.  If  you 
increase  the  price,  of  course  there  is  the  fair  exchange  you  are  (hs- 
cussing;  but  if  my  bill  would  increase  production,  surely  then  this 
will,  because  it  puts  wheat  up  higher. 

Mr.  Davis.  If  your  bill  did  not  raise  the  price  of  wheat  above  its 
normal  relationship  to  other  prices  then  it  would  not  have  an  economic 
tendency  to  increase  the  production  of  wheat  unduly.  I  believe  that 
is  true.  If  your  bill  did  not  raise  it  above  the  normal  schedule  it 
would  not  have  the  tendency  of  increasing  the  production  of  wheat. 
Senator  Gooding.  I  am  not  alarmed  about  that.  I  know  some- 
thing about  the  wheat  districts  in  this  country.  The  price  has 
only°been  kept  up  as  far  as  the  average  is  concerned  by  the  new 
States  that  have  developed  wheat  growing  in  the  last  few  years,  and 
that  is  especially  true  in  the  irrigation  projects,  but  in  Kansas, 
Nebraska,  and  my  own  State,  where  they  have  been  farming  30 
years,  the  yield  has  slipped  back  a  little. 

Mr.  Davis.  The  second  point  I  want  to  make  is  that  this  return 
tax  is  an  automatic  brake  itself  on  overproduction.  That  is,  if  there 
did  appear  a  tendency  to  raise  this  surplus  amount  to  be  sold  abroad, 
that  would  increase  the  total  amount  of  loss,  and  increase  the  amount 
charged  back  on  the  wheat  growers.  This  in  itself  constitutes  an 
automatic  brake  that  will  be  applied  to  a  tendency  toward  over- 
production. 

One  observation  before  we  leave  that  point:  During  the  war  we 
had  every  agency  that  you  could  conceive  of  concentrated  with  a 
view  to  increasing  the  production  of  wheat,  and  notwithstanding 
that  and  a  profitable  price  for  wheat  during  that  period,  the  pro- 
duction of  wheat  never  reached  the  billion-bushel  mark  during  that 
period  or  as  a  result  of  it,  and  at  no  time  was  the  production  of  wheat 
raised  to  a  point  where  the  operation  of  this  measure  would  not  have 
been  possible  to  the  benefit  of  the  farmers. 

The  Chairman.  If  you  are  through  with  that  I  want  to  ask  you  a 
question:  I  can  see  very  clearly  this  automatic  brake  you  speak  of. 
I  think  it  will  operate  as  you*  say.  I  believe  it  will  do  just  that. 
But,  in  order  to  have  it  do  just  that,  speaking  now  of  wheat  as  an 
illustration  only,  you  will  have  to  have  every  purchaser  of  wheat 
everywhere  in  the'  United  States  come  in  under  this  bill.  In  other 
words,  there  must  not  be  any  loophole  left  open  where  any  man  who 
produces  will  have  a  chance  to  sell  it  without  being  compelled  to 
take  this  scrip  which  is  the  security  for  the  loss.  If  there  is  any 
way  for  anybody  to  be  left  out,  everybody  will  try  to  be  left  out, 
because  the  fellow  who  is  left  out  will  get  the  benefit  of  whatever 
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f)rice  increase  there  is,  and  if  he  is  left  out  he  will  not  come  in  on  the 
osing  part  of  it. 

Mr.  Davis.  That  problem  is  possible  of  solution,  Senator  -Norris, 
through  the  three  main  agencies  in  which  wheat  primarily  moves  in 
the  trade,  your  elevator,  your  primary  mill,  and  the  railroad  where 
you  have  the  direct  track  loading.  These  agencies  would  be  made 
responsible  for  the  collection,  just  as  the  theater  is  responsible  for  the 
collection  of  the  theater  tax,  just  as  the  drug  stores  and  ice  cream 
stores  collect  the  tax  on  their  goods. 

The  Chairman.  Every  miller  that  buys  wheat  direct  from  the 
producer,  every  elevator  man  who  buys  wheat  directly  from  the  pro- 
ducer, every  railroad  man  who  ships  wheat  direct,  would  collect  that 
tax;  that  permits  the  producer  himself  to  ship  wheat.  They  all 
have  to  be  brought  under  the  supervision  of  this  corporation  that  is 
set  up  in  the  bill. 

Mr.  Da\^s.  They  will  all  have  to  pay  part  of  their  price  with  a 
certificate  which  represents  the  portion  that  they  are  asked  to  transmit 
to  the  corporation  to  pay  its  costs  and  losses. 

Now,  the  amount  oi  supervision  need  not  be,  I  think,  so  very  great, 
because  there  is  this  difference  between  what  a  cooperative  organiza- 
tion might  do  in  similar  circumstances  and  what  the  Government 
would  do.  Back  of  the  Government  operation  is  a  police  power,  a 
power  that  is  generally  respected,  and  the  elevator  that  handles 
100,000  bushels  of  wheat  in  a  season  knows  that  the  fact  is  readily 
ascertainable  at  an}^  time  during  the  season,  and  if  the  records  show 
they  have  not  transmitted  the  tax  on  that  quantity  he  is  easily 
taxable. 

Senator  Gooding.  They  would  have  to  be  licensed  to  do  business  ? 

Mr.  Davis.  That  might  be  the  action. 

The  Chairman.  Does  the  bill  set  up  a  measure  for  doing  that  ? 

Mr.  Davis.  I  do  not  believe  it  does. 

The  Chairman.  If  you  will  drop  wheat  for  a  moment,  suppose 
under  the  authority  given  this  commission  they  declared  an  emer- 
gency existed  with  regard  to  potatoes.  They  would  have  to  license 
everybody  that  bought  potatoes.  If  the  Government  through  this 
commission  decided  that  an  emergency  existed  with  regard  to  beef, 
then  everybody  who  bought  beef  would  have  to  be  licensed,  whether 
they  bought  the  finished  product  or  bought  the  cattle  on  the  hoof  ? 

Mr.  Davis.  You  would  have  to  require  in  the  case  of  meat  prod- 
ucts that  the  bill  of  lading  accompanying  the  shipment  had  on  it  a 
notation  showing  the  equalization  fee  has  been  paid. 

The  Chairman.  If  a  farmer  sold  a  steer  to  a  butcher,  that  butcher 
would  have  to  send  in  some  of  the  money.  You  would  have  to 
license  every  man  who  bought  anything  of  that  kind. 

Mr.  Davis.  There  is  probably  a  margin,  such  as  in  the  case  of  the 
farmer  selhng  a  lot  of  seed  wheat  across  the  road  to  a  neighbor,  upon 
which  the  tax  would  not  be  collectable  from  a  practical  standpoint, 
but,  as  the  wheat  moves  in  trade,  in  any  volume,  I  believe  the  tax 
is  collectable.  A  single  transaction  through  a  local  butcher  might 
be  difficult  to  handle,  and  it  is  probably  true  in  all  forms  of  excise 
taxes  that  there  is  a  certain  fringe  or  margin  that  escapes  the  col- 
lector. I  imagine  that  is  true  of  every  form  of  draw-back  tax  that 
the  Government  has  attempted  to  administer.     Is  not  that  true  ? 
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The  Chairman.  Yes;  I  think  that  is  so.  It  might  not  be  a  bad 
idea  if  that  sale  could  be  eliminated,  because  if  we  got  more  of  that 
kind  of  business  done  you  would  help  the  producer  and  consumer 
both. 

Mr.  Davis.  To  save  the  freight  charge  ? 

The  Chairman.  Yes;  the  freight  charge  would  be  saved. 

Senator  Johnson.  In  every  community  you  have  some  farmer  that 
raises  clean  grain  for  the  purpose  of  selling  it  in  the  spring  for  seed 
to  his  neighbors.  Now,  I  suppose  that  farmer  that  sells  the  clean 
grain  he  will  also  give  scrip  to  the  farmer  that  buys  it  from  him  ? 

Mr.  Davis.  In  answer  to  that,  Senator,  I  will  say  the  same  thing 
as  I  did  just  now  on  the  question  of  practical  apphcation  of  this 
principle  to  these  transactions  with  these  farmers,  and  I  beheve  in 
a  practical  way  this  tax  will  be  collected  as  the  commodity  moves 
in  recognized  channels  of  trade,  rather  than  on  transactions  between 
your  friend  and  his  neighbor. 

Senator  Johnson.  You  think  so  ? 

Mr.  Davis.  I  think,  from  a  practical  standpoint,  it  would  be 
difficult  to  police  the  sales  between  you  and  your  neighbor. 

Senator  Johnson.  As  you  know,  we  have  over  100  different 
grades  of  wheat  alone.  Of  course,  we  do  not  say  we  have  to  use  all 
the  grades,   that  is  not  necessary;    but  there  are  many  different 

frades  in  even  one  locality.  If  I  go  into  town  with  100  bushels  of 
[o.  2,  for  instance,  well,  that  ought  to  be  set  forth  on  this  scrip, 
with  the  grade  and  price,  and  my  neighbor,  he  goes  in  with  100 
bushels  of  No.  3,  and  that  would  be  set  forth  on  the  scrip,  the  grade 
and  price;  would  not  that  be  an  endless  chain  of  bookkeeping,  and 
would  not  that  necessitate  a  continuous  plan  for  keeping  track  of 
these  things,  of  the  amounts  and  of  the  different  grades  ? 

Mr.  Davis.  Look,  Senator,  at  what  that  scrip  is:  It  is  nothing 
more  than  a  certificate  that  a  certain  amount,  a  certain  sum  out  of 
your  purchase  price  has  been  withheld  from  you. 

Senator  Johnson.  Yes,  I  see. 

Mr.  Davis.  By  the  corporation  to  finance  the  cost  and  losses  in 
the  operation. 

Senator  Johnson.  Yes,  but  the  grade  is  stated  and  when  that 
grade  is  sold,  we  have  another  piece  of  business.  We  have  been 
trying  it  in  different  organizations.  They  sell  right  along  for,  or 
course,  they  are  not  able  to  pool  it  very  long,  and  they  have  to  sell 
the  different  grades,  and  I  know  what  bookkeeping  we  have  to  go 
through.  Every  farmer  goes  according  to  his  grade.  That  has  to  be 
ascertained.  Now,  in  potatoes,  we  nave  seed  potatoes,  we  have 
certified  potatoes  that  bring  a  higher  price  and 

Senator  Gooding  (interposing).  Don't  you  think  the  farmers  would 
give  this  measure  pretty  general  support  all  the  way  through  ?  The 
seed  man  who  is  interested  in  --^^'~  -  ''  '  -        ^  ^ 

enough  in  the  farmer  to  think 
there  may  be  some  exceptions,  but  not  many. 

Senator  Johnson.  The  man  who  raises  certified  seed  potatoes, 
where  will  he  be  in  on  this  ?  He  has  an  inspector  there.  They  have 
to  certify  under  the  laws  of  Minnesota. 

Senator  Gooding.  This  bill  does  not  apply  to  potatoes. 

Senator  Johnson.  Potatoes  are  eliminated  ? 

Mr.  Davis.  You  have  to  draw  the  line  somewhere. 


in  getting  fancy  prices — I  have  confidence 
nk  he  will  come  m  very  generally  in  that; 
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Senator  McNary.  That  is  a  very  important  question. 
Senator  Gooding.  The  grain  corporation  set  up  19  different  grades, 
I  think. 

Mr.  Davis.  Let  me  point  out,  Senator  Gooding,  in  answer  to 
Senator  Johnson's  question,  that  whereas  in  your  pool  you  merge 
together  all  the  grain  of  every  subclass  and  every  grade  in  each  sub- 
class and  pro  rate  your  money  back  to  the  participant  in  each  one  of 
the  pools,  that  is  not  necessary  under  this  measure.  Assuming  you 
find  an  emergency  exists  in  the  case  of  wheat  and  you  have  your 
general  subclasses  of  spring  and  winter,  your  ordinary  grade  differ- 
entials will  rule  as  to  what  your  primary  buyer  pays  you.  That  does 
not  need  to  be  kept  separately.  You  would  estimate  that  in  the  case 
of  the  hard  spring  subclass  you  operate  as  one  equalization  fund  while 
you  do  the  same  thing  in  your  other  classes.  You  would  not  need 
anything  like  the  19  subdivisions.  You  would  have  two  or  three,  or 
you  might  have  to  have  four,  but  no  matter  what  grade  you  had  in 
each  one  of  the  subclasses,  each  one  of  the  grades  would  have  to  pay 
the  same  proportion  to  meet  the  loss  on  that  fund. 

In  the  case  of  hard  milling  spring  wheat  the  loss  through  export 
would  not  be  heavy,  but  each  grade  would  be  lifted  to  a  higher  price 
level  by  reason  of  this  corporation,  and  would  be  benefited  practically 
the  same  number  of  cents.  You  raise  the  whole  level  on  each  of  these 
grades  in  the  subclass  sold. 

Senator  Johnson.  You  know,  in  the  grain  business,  suppose  I 
raise  rye — well,  let  us  take  wheat,  and  I  send  in  a  carload  and  my 
neighbor  sends  in  a  carload.  I  send  in,  for  instance,  one  carload  of 
No.  1.  We  can  go  a  little  lower  down  to  get  an  illustration  of  what 
I  mean.  Mine  is  poorer  in  grade  and  mine  is  so  poor  that  it  should 
almost  go  in  No.  3,  but  after  it  has  been  tested,  the  test  weight  put 
on,  it  perhaps  goes  in  No.  3,  but  it  should  go  in  ahuost,  not  qmte, 
No.  4.  I  want  you  to  understand  the  point  I  am  trying  t-o  get  at. 
My  neighbor  ^ets  in  another  carload  and  that  carload  is  a  pretty 
poor  wheat.  It  is  so  poor  that  perhaps  it  did  not  go  in  No.  4,  but 
almost  goes  in  No.  4,  and  happens  to  go  over  in  No.  5.  Supposing 
after  ascertaining  the  test  weight  on  both  of  them  they  all  go  in  No. 
3.  Do  you  get  me  on  that  ?  It  all  goes  in  No.  3.  Here  is  tke  miller 
looking  at  the  sample  and  he  says,  ''Well,  this  is  almost  good  enough 
to  go^in  the  class  above.  I  guess  I  will  pay  4  cents  a  bushel  more  lor 
that."  But  in  the  end  it  all  goes  into  one  grade.  That  is  the  way 
the  farmer  is  skinned  right  along,  through  discrimination  against  the 
one  that  raises  the  better  wheat.  Now,  the  reason  I  brought  this  up 
was  this :  What  are  these  elevator  men  going  to  do  ?  Here  comes  one 
load  of  grain  to  be  dumped  into  the  bin.  There  are  only  four  or 
five  bins.  They  all  go  in  and  Mr.  John  Smith's  goes  over  here  in  No. 
3,  and  Mr.  Ransdell's  in  No.  4,  but  suppose  the  whole  thing  goes  into 
No.  4  ?  When  the  credit  is  figured  up,  what  happens  then  ?  Can 
you  explain  that? 

Mr.  Davis.  I  think  I  can. 

Senator  Johnson.  On  probably  several  thousand  bushels  of  grain? 

Mr.  Davis.  You  must  get  this  basic  thought  in  your  mind,  that 
this  scrip  does  not  take  into  consideration  the  various  grades  in  each 
subclass  of  wheat  you  are  dealing  with  because  these  various  grades 
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are  subject  to  the  same  price  differentials  that  they  may  have  been 
subject  to  before.  All  tne  different  factors  of  value  that  obtain  now 
in  wheat  would  operate  to  make  price  differences  just  as  they  have 
done  before. 

There  are  different  factors  of  value  that  obtain  even  in  wheat  of  the 
same  technical  Federal  grade.  The  export  corporation's  work  would 
result  in  all  these  grades  selling  at  the  higher  level  rather  than  the 
present  low  level. 

Senator  Johnson.  My  point  is  this:  We  haul  in  there  five  minutes 
apart,  and  mine  is  almost  good  enough  to  go  in  No.  2  and  my  nei^- 
bor's  is  almost  poor  enough  to  go  in  No.  4,  so  we  both  go  in  No.  3.  Do 
you  mean  to  say  then  that  I  can  get  the  right  price  from  the  elevator 
man,  because,  after  all,  it  is  up  to  him  ? 

Mr.  Davis.  I  do  not  say  that.  I  say  the  same  price  difi'erence 
would  obtain.  You  would  each  pay  the  same  amount  to  your  corpo- 
ration to  finance  its  operation  costs  and  losses  per  bushel. 

Senator  Johnson.  I  do  not  know  if  you  get  me.  Take  the  situation 
in  Hvestock,  for  instance.  When  I  came  in  with  a  veal  calf  they  made 
a  Roman  figure  on  the  calf,  showing  that  calf  belonged  to  me.  When 
it  came  to  the  hogs,  did  they  do  that  ?  No.  At  first  they  began  to 
mark  them,  but  then  they  found  out  it  was  too  much  work  to  do  it, 
and  they  put  all  the  pigs  or  hogs  into  the  same  pen  and  then  tried  to 
find  out  miat  the  shrmkage  was.  In  the  end,  wnen  I  got  my  check  I 
probably  got  something  that  would  help  my  neighbor,  or  it  would  be 
vice  versa.  Under  this  credit  scrip  system  would  I  take  the  receipt 
there  or  shall  I  wait  and  get  the  credit  from  St.  Paul?  I  just  want 
information. 

Mr.  Davis.  I  want  these  wheat  points  cleared  up. 

Senator  (jooding.  Let  me  ask  you  a  question. 

Mr.  Davis.  Let  us  take  one  at  a  time. 

Senator  Gooding.  I  understand  you  will  do  exactly  the  same  as 
the  Grain  Corporation  did  during  the  war.  There  will  be  No.  1 
northern  spring  wheat,  and,  as  under  the  Grain  Corporation  methods, 
it  will  be  Dought  on  its  merits  by  the  elevators  and  these  different 
grades  will  bring  what  they  are  worth. 

Mr.  Davis.  There  are  certain  differentials  between  grades  in  each 
subclass,  and  each  one  who  sells  any  of  the  grades  in  the  subclass 
benefits  by  reason  of  the  fact  that  the  whole  general  price  table  has 
been  raised.  I  want  to  answer  Senator  Johnson:  If  you  are  not 
satisfied  with  the  way  your  elevator  handled  the  wheat — this  bill  has 
nothing  to  do  with  that — if  you  are  not  satisfied  I  believe  the  soundest 
method  of  regulation  lies  in  a  cooperative  association.  That  is  the 
place  where  your  local  farmers'  elevator  comes  in,  to  regulate  the 
practice  of  the  existing  grain  trade  out  there  by  their  competition, 
and  that  is  where  the  pool  to-day  is  doing  a  wonderful  work.  It  is 
the  competitive  factor  in  the  grain  field  that  is  making  the  other 
fellows  reduce  their  margin  of  profit.  The  margin  oi  difference 
between  grades  will  still  be  a  matter  of  the  application  of  the  trade 
preferences  for  different  grades  of  wheat.  If  the  farmers  are  not 
satisfied  with  the  operation  of  the  elevators,  the  answer  is  that  they 
should  run  their  own  grain-handling  business. 

Senator  Johnson.  In  every  town  they  have  a  flour  mill  and  where 
they  have  the  flour  mill  it  is  paying  more  than  the  elevator.  Under 
this  bill,  will  that  stop  the  mill  from  paying  over  the   ratio  price? 
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Mr.  Davis.  There  is  nothing  to  stop  them  from  paying  as  high  as 
they  want  to,  and  the  competition  between  the  local  people  wul  be 
just  as  active  under  this  system  as  under  the  present  one,  except 
they  will  all  operate  upon  a  higher  general  table  of  values  than 
exists  at  the  present  time. 

Senator  Johnson.  Supposing  that  this  corporation  is  now  going 
to  function  only  when  we  have  an  emergency.  That  is  the  way 
I  understand  it.  Supposing  there  is  an  emergency  and  this  corpora- 
tion functions.  Of  course,  I  understand,  then,  the  millers  have  a 
right  to  go  over  that.     They  have,  have  they  not  ? 

Mr,  Davis.  Yes;  they  can  go  over  all  they  want  to. 

Senator  Johnson.  Yes. 

Mr.  Davis.  Now,  what  is  it.  Senator,  do  you  understand,  that 
causes  the  emergency  to  cease?  Do  3^ou  understand  unxier  this 
bill  what  it  is  that  causes  the  emergency  to  cease  ? 

Senator  Johnson.  Yes. 

Mr.  Davis.  That  it  is  a  rise  in  the  world  price  level  to  a  suffi- 
cient height  to  permit  the  domestic  price  to  reach  its  normal  or 
pre-war  relationship  with  the  general  price  level? 

The  Chairman.  Suppose  you  put  this  in  dollars  and  cents  and 
assunae  the  price?  That,  I  thmk,  will  make  vSenator  Johnson's 
question  clearer  and  the  answer  clearer.  Take  one  of  the  illustra- 
tions he  gives  and  this  grade  brings  so  many  cents,  what  will  the 
certificate  be  that  that  man  gets?  Let  us  put  it  this  way:  Sup- 
posing one  farmer  brings  in  a  load  of  wheat,  as  Senator  Johnson 
says,  which  is  graded  as  "No.  2,  but  it  is  a  very  low  No.  3,  right  down 
to  the  edoje;  it  is  pretty  near  No.  2,  but  they  put  it  in  No.  2.  His 
neighbor  brings  in  the  same  number  of  bushels  graded  in  No.  3, 
but  it  is  very  hi^h  No.  3,  and  nearly  up  to  the  point  of  No.  2.  The 
value  is  practically  the  same,  one  on  each  side  of  the  arbitrary  line. 
Suppose  No.  2,  under  the  operation  of  this  bill,  is  selling  at  $1.50  a 
bushel,  and  suppose  for  that  grade  the  commission  has  decided  they 
will  take  out  20  cents  a  bushel.  How  much  will  they  take  out  of 
tlie  other  fellow's  ? 

Mr.  Davis.  Just  the  same  amount,  20  cents  in  both  cases. 

The  Chairman.  I  think  that  makes  your  answer  plain.  The 
amount  you  take  out  is  the  same  in  one  case  as  in  the  other.  It  has 
all  been  bought  on  the  market  value  by  the  elevator,  and  when  they 
come  to  get  the  returns,  suppose  at  the  end  of  the  year  the  loss  on 
the  export  part  of  it  has  been  10  cents  a  bushel,  that  means  that  the 
scrip  that  the  man  who  took  out  20  cents  for  a  bushel,  the  owner  of 
the  scrip,  will  get  10  cents  for  it.  The  man  with  the  No.  2  grade, 
scrip  for  the  No.  2,  and  the  man  with  the  No.  3,  wiU  get  the  same 
money  back  ? 

Mr.  Davis.  That  is  right. 

Senator  Gooding.  That  is  fair. 

The  Chairman.  I  understand,  Mr.  Davis,  that  in  this  bill  you  have 
carefully  avoided,  as  far  as  possible,  interfering  with  the  regular 
machinery  for  handling  the  product  of  the  farm,  that  you  do  not 
interfere  with  it,  practically,  at  all  ?     Is  that  true  ? 

Mr.  Davis.  That  is  true. 

Senator  Johnson.  Under  the  Norris-Sinclair  bill,  if  we  can  have 
a  great  corporation  that  would  do  business  just  like  the  other  bie 
corporations  are  doing  it  now,  what  would  happen?     I  know,  and 
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the  chairman  knows  that  you  put  them  in  the  hospital  elevators  and 
draw  the  grade  up,  you  would  be  surprised  how  much  the  farmer 
would  gain  if  they  had  something  to  do  with  the  grain  corporation. 
That  goes  to  the  other  fellow  now.  We  could  have  it  so  that  we 
could  clean  it,  and  doctor  it,  and  pull  it  up.  Under  this  bill,  what 
would  happen  then,  Mr.  Davis?  Would  we  be  put  in  a  position  to 
lease  warehouses  in  which  we  could  take  in  low^  grade  and  run  it 
through  the  elevator  and  send  it  out  as  a  better  grade? 

Mr.  Davis.  T  think  the  language  of  the  section  defining  the  power 
is  similar  in  the  case  of  the  two  bills,  but  may  I  ask  the  Senator  a 
question  ?  Assuming  under  the  Norris  bill  that  vour  corporation  is 
an  operation,  Senator,  how  would  you  affect  prices?  That  is  the 
primary  object  of  this  legislation. 

Senator  Johnson.  We  will  affect  prices  this  way:  We  do  such 
enormous  big  business,  you  understand,  because  when  the  people 
have  the  confidence  in  this  concern  they  will  keep  that  confidence 
because  it  is  under  the  supervision  of  the  United  States  Government. 
That  is  the  reason,  1  think,  if  we  will  have  an  opportunity  to  take 
care  of  our  own  grading  in  the  warehouses,  we  could  get  all  that 
benefit  now  that  goes  to  the  Grain  Corporation. 

The  Chairman.  Let  me  also  answer  your  question  to  Senator 
Johnson,  and  take  as  the  basis  for  it,  first  what  Senator  Johnson 
said  about  doctoring  this  grain  and  raising  it  to  ii  higher  grade.  That 
is  done  now  bv  corporations  and  men  whose  object  is,  and  I  am  not 
complaining  atout  it,  it  is  legitimate,  whose  only  object  is  to  make 
money  for  themselves.  Now,  we  are  going  to  do  this  same  thing  by 
the  corporation  set  up  in  my  bill,  but  the  only  object  that  corpora- 
tion has  is  to  save  money  for  the  producer  and  the  consumer;  they 
are  not  in  there  to  make  money  lor  themselves.  Thev  will  know 
when  they  buv  the  grain  they  can  doctor  it.  ^Vhen  they  pay  the 
farmer  a  higher  price  for  that  they  know  that  they  are  going  to  put 
it  in  on  a  higher  grade.  In  other  words,  they  will  work  for  the 
farmer  instead  of  for  themselves. 

Mr.  Davis.  I  understand,  and  can  see  that  perfectly*  May  I  ask 
you  a  second  (picstion  ^ 

The  Chairman.  Yes. 

Mr.  Davis.  Assuming  by  so -doing  you  raise  all  the  No.  3  to  No.  1, 
for  an  extreme  illustration,  how  many  cents  to  the  bushel  would 
you  save  the  farmer  and  the  consumer  ? 

The  Chairman.  You  would  not  save  very  much,  but  that  is  one  of 
the  Items  that  entei-s  into  the  project  and  that  would  be  one  place 
where  it  would  do  some  good. 

Mr.  DA^'IS.  You  understand  that  the  basic  problem  you  have  here 
and  the  trouble  that  we  aim  to  remove  is  to  restore  farm  prices,  and 
I  am  asking  Senator  Johnson  to  show  me,  and  1  am  sincerely  inter- 
ested to  Icnow,  how  the  Norris  bill  will  accomplish  that. 

Senator  Nokris.  The  Norris  bill  will  do  that,  which  this  other  bill 
would  not  do.     Under  the  other  bill  it  would  not  do  that. 

wSenator  Johnson.  When  Doctor  Braun,  a  fev/  weeks  ago,  was 
before  the  Minnesota  Legislature,  they  had  a  conference  in  Minne- 
apolis, in  the  Cli amber  of  Commerce  Building,  with  many  grain  raen. 
We  asked  (juestions,  because  the  storage  proposition  was  up  for  dis- 
cussion, and  1  asked  Doctor  Braun  to  answer  me  a  few  questions.  I 
said,  "What  is  the  average  price  per  bushel  for  the  last  few  years, 
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the  cost  per  bushel,  to  take  one  grade  up  to  another  grade?*'  He 
says,  ^'The  average  is  three-quarters  of  a  cent  a  bushel.''  "Do  you 
mean,"  I  said,  ''just  to  run  it  through  the  elevator  once  costs  you 
only  that?"  He  said,  "Yes."  Then  I  asked  him  what  was  the  dif- 
ference in  the  price  of  this  grade  when  it  was  turned  out  even  in  one 
fttde  higher  average.  Well,  he  could  not  answer  that  question, 
e  knew  that  at  the  time,  because  we  liave  followeil  this  grain  busi- 
ness all  along. 

Mr.  Davis.  I  think  if  you  will  sit  down  with  a  pencil  and  paper  and 
analyze  these  comparative  features  you  will  see  that  after  you  have 
made  all  these  possible  savings,  and  assuming  all  the  costs  of  opera- 
tion were  borne  by  the  Government,  you  would  then  still  not  have 
raised  the  price  out  in  the  country  to  anything  like  the  degree  that 
the  operation  of  the  McNary  bill  would  have  done,  and  what  I  said 
as  to  the  wishes  of  the  people  in  Montana  is  true;  1  believe  the  farmer 
psychology  is  the  same  in  other  States,  and  what  we  are  interested 
in  is  getting  the  purchasing  power  of  a  bushel  of  wheat  where  it 
belongs. 

The  Chairman.  I  think  that  is  laudable.  Let  us  take  the  same 
illustration  Senator  Johnson  gave  and  I  gave  in  my  prior  question. 
One  farmer  brings  in  wheat  which  grades,  probably,  No.  3,  which  is 
just  below  the  line  of  No.  2.  ^Inother  farmer  at  the  same  time  brings 
m  another  load  of  wheat  and  it  grades  No.  2,  but  it  is  just  above  the 
line  of  No.  2.  The  man  who  buj^s  it  puts  them  together  and  the 
whole  thing  is  No.  2,  then,  is  it  ? 

^ii-.  Davis.  It  could  easily  be. 

The  Chairman.  Yes;  and  that  is  one  of  the  things  that  is  done 
right  along.  That  is,  dumping  them  together  as  they  come  in^  and 
he  can  probably  take  the  third  farmer's  load,  that  came  in  as  No.  4, 
maybe,  and  take  out  some  of  the  stuff  that  is  in  it  and  put  it  with 
the  No.  2,  and  he  can  make  money  with  the  stuff  that  he  takes  out 
of  the  No.  4  oi-iginally. 

Mr.  Davis.  I  am  not  arguing  against  that  at  all.  I  know  that  con- 
dition exists.  My  only  point  is  that  after  you  have  made  that 
saving,  have  you  made  enough  to  affect  this  price  ? 

The  Chairman.  No;  I  do  not  think  so. 

Senator  Goodiug.  I  think  that  is  a  good  point  to  work  out. 
Unless  you  help  him  more  than  3  or  4  cents  a  bushel  I  don't  see  what 
good  you  are  going  to  do  to  the  farmer. 

The  Chairman.  What  is  the  difference  between  No.  2  and  No.  3  ? 

Mr.  Davis.  I  imagine  about  3  cents. 

Senator  Gooding.  I  understand  there  is  only  3  or  4  cents  difference 
between  the  price  of  our  wheat  in  this  country.  There  is  only  a 
profit  cf  about  3  or  4  cents  that  the  exporters  get  out  of  the  wheat. 

The  Chairman.  I  was  confining  it  to  the  mixing  process.  But 
that  is  not  the  only  way  to  raise  grades.  If  a  sample  were  put  in  a 
certain  grade  because  it  had  something  else  in  it,  and  that  something 
else  in  it  was,  of  itself,  very  valuable,  the  farmei's  would  have  the 
wheat  graded  down,  but  the  elevator  man  would  take  that  out  and 
his  increase  would  be  maybe  two  grade,  but  he  would  sell  what  he 
took  out,  so  if  he  sold  it  all  on  the  same  grade,  he  makes  money,  but 
by  that  operation  he  not  only  raises  the  grade  two  or  three  notches, 
but  he  is  making  money  on  the  stuff  that  he  took  out  before  he  raised 
the  grade  of  the  wheat.     There  is  a  difference,  I  think,  between  the 


■i 


tm. 


444 


PIRCHASE   AND  SALE   OF   FARM   PRODUCTS. 


PURCHASE   AND  SALE  OF  FARM   PRODUCTS. 


445 


two  bills.     If  the  Norris  bill  were  operated  properly  the  fanner  would 
get  the  benefit,  and  under  the  McNary  bill  he  would  not. 

Senator  Gooding.  The  Government  would  then  have  to  buy  all 
the  wheat  and  handle  it  and  export  the  wheat,  etc.  ? 

The  Chairman.  That  is  what  the  corporation  is  for  exactly.  The 
■corporation  would  do  exactly  what  any  other  dealer  would  do,  only 
the  difference  would  be  they  would  not  be  there  for  profit. 

Senator  Goodincj.  You  would  have  to  take  over  all  the  machinery 
that  exists  at  the  present  time  'i 

The  Chairman.  No,  not  all  of  it. 

vSenator  Goodlnc;.  But,  to  get  the  benefit  for  the  wheat  grower  they 
would  have  to  do  all  these  things  which  the  wheat  grower  would  do 
for  himself  now  ( 

Senator  Johnson.  What  he  has  been  trving  to  do. 

Senator  Gooding.  The  Government  will  do  all  these  tilings  if  the 
farmer  gets  the  benefit,  and  if  ho  does  get  that  benefit  he  is  only  2 
or  3  cents  a  bushel  per  grade  better  off. 

The  Chairman.  I  does  not  mean  that  this  big  corporation  would 
buy  all  the  wheat.  If  one  big  corporation  were  big  enough  so  that 
it  could  go  into  the  market  and  offer  such  a  price  for  wheat  that  the 
othei-s  would  be  eliminated,  it  would  pay  the  corporation  to  do  the 
business. 

Mr.  Davis.  I  want  you  to  understand  that  I  am  on  your  side  of 
th(^  argument,  Senator,  on  this  saving  in  grading,  cleaning,  and 
handling,  although  [  am  favorable  to  having  the  farmers'  cooperative 
organizations  handle  the  mechanics  back  of  this  operation. 

In  our  State  the  Montana  Wheat  Growers'  Association,  with 
1], 000  members,  is  probably  providing  the  most  effective  wheat- 
marketing  organization  of  farmers  in  the  United  ^States,  and  the 
meclumics  of  handling  wheat  ought  to  be  liandled  by  them  if  we  are 
going  to  get  effective  organization. 

The  ('hairman.  Now,  this  organization  I  h&ve  attempted  to  set 
up  would  not  interfere  \\'ith  that.  In  drawing  the  bill  I  was  par- 
ticular in  setting  forth  the  names  of  cooperative  organizations,  not 
only  of  producers,  but  of  consumers.  We  have  defined  ''person'' 
to  mean  a  cooperative  organization  of  producers  and  consumers,  or 
consumers,  the  idea  being  that  it  would  develop  the  cooperative 
dissociations. 

Senator  Kalston.  I  do  not  know  whether  I  understand  this 
testimony  or  not.  It  is  a  fact  that  the  farmer  who  delivers  a  load 
of  wheat  to  the  inarket,  to  illustrate,  testing  No.  2,  is  entitled  to  a 
better  price  for  his  wheat  than  is  the  farmer  whose  carload  tests 
No.  4  ? 

The  Chairman.  That  is  correct. 

Senator  Ralston.  Suppose  they  are  put  into  the  same  bin,  to 
what  extent  is  the  price  to  the  farmer  who  has  the  good  wheat 
reduced  ? 

The  Chairman.  That  does  not  reduce  liis  price. 

Senator  Gooding.  No:  it  does  not. 

The  (/HAiRMAN.  They  take  out  the  same  amount  for  everyone  for 
all  grades.     There  is  not  much  No.  1  wheat  grown. 

Mr.  Davis.  I  miglit  say  that  out  in  Montana  75  per  cent  of  the 
spring  wheat  grades  No.  1. 


Senator  Gooding.  I  would  like  to  answer  Senator  Norris,  and  I 
agree  with  him  that  if  the  middleman  could  be  eliminated  the  cost 
of  living  would  be  reduced  and  the  farmer  would  receive  a  fair  price, 
the  ratio  price,  or  above  it,  for  his  production,  but  that  would  not 
be  true  as  far  as  grain  is  concerned.  It  is  handled  in  great  volumes, 
and  we  are,  of  course,  all  willing  to  concede  that  these  elevator  men 
make  good  profits.  There  is  no  question  about  that,  yet  the  profit 
on  a  single  bushel  of  wheat  is  so  small  that  if  the  farmers  saved  it, 
it  would  not  help  them  much. 

The  Chairman.  What  is  the  object  of  the  cooperative  organization  ? 

Senator  Gooding.  It  is  the  ideal  thing,  in  my  mind,  but  this  is 
what  I  have  found:  They  have  not  been  able  to  do  business  as  close 
as  the  big  companies  do  it.  I  would  agree  with  you  on  most  any 
other  agricultural  product  that  you  might  bring  up. 

The  Chairman.  Except  wheat  ? 

Senator  Gooding.  Yes. 

The  Chairman.  Let  us  put  wheat  up  to  you:  If  a  corporation  in 
wheat  among  wheat  growers  is  a  good  thing,  then  it  must  follow,  if 
there  is  any  material  profit  made  at  the  present  time  by  dealers  in 
wheat,  your  argument  that  nothing  could  be  gained  by  the  corpora- 
tion is  destroyed.  The  only  thing  the  corporation  can  do  is  to 
eliminate  the  unnecessary  expenses  on  whatever  product  there  is, 
as  it  travels  from  the  producer  to  the  consumer.  That  is  all  there 
is  in  it. 

Senator  Gooding.  It  might  limit  production,  where  there  is  an 
overproduction,  the  same  as  everyone  else  does.  Your  corporation 
must  do  that. 

The  Chairman.  Your  cooperative  organization  does  not  limit 
production  ? 

Senator  Gooding.  Thev  will  have  to.  That  is  the  reason  why 
your  bill  does  not  help  the  wheat  grower  very  much.  There  is  an 
overproduction  of  wheat  in  the  world.  We  have  200,000,000  bushels 
of  overproduction,  more  than  was  produced  during  the  war.  There 
is  an  imderconsumption  of  wheat;  France  is  far  below  her  normal 
consumption  of  wheat;  England  is  below,  and  we  are  not  far  off. 
So  we  have  an  overproduction.  What  are  you  going  to  do  with  it, 
unless  you  raise  the  price  ?  The  McNary  bill  raises  the  price  75  cents 
to  the  American  people.  There  is  where  the  McNary  bill  will  give  the 
wheat  grower  immediate  rehef . 

The  Chairman.  That  is  plain  enough. 

Senator  Gooding.  The  point  I  am  making  is  that  it  won't  help 
the  wheat  grower.  The  wheat  grower  is  the  man  who  suffers.  lie 
is  the  individual  that  the  Government  is  destroying  by  protecting 
the  men  in  the  shipyards  and  on  the  railroads  and  the  other  lines  of 
activity.  That  is  the  condition  we  have  confronting  us.  It  is  an 
emergency  in  my  mind,  to  the  wheat  grower.  He  can  not  go  on  with 
the  present  cost  of  production;  he  has  to  have  help  and  must  have 
it,  or  else  you  will  have  more  bank  failures  all  over  the  country. 

The  Chairman.  My  own  idea  is  that  this  corporation  I  am  attempt- 
ing to  set  up  would  increase  consumption  of  everything  the  farmer 
grows,  because  the  corporation  would  nave  the  power  to  sell,  particu- 
larly in  Europe,  where  they  are  not  getting  enough  to  eat  now,  because 
they  can  not  buy  it,  and  you  can  not  sell  it  to  them  unless  you  sell 
it  to  them  on  time.    There,  for  example,  would  be  another  place 
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where  the  consumption  of  all  this  product  would  be  greatly  increased, 
by  feeding  the  people  in  Europe,  who  can  not  now  get  it. 

Senator  Gooding.  When  I  look  at  Canada,  I  am  amazed.  There  is 
an  increase  there  from  somewhere  around  100,000,000  bushels,  from 
more  than  150,000,000  bushels  before  the  war,  up  to  470,000,000 
bushels  this  year,  and  with  their  opportunities  for  development  of 
the  wheat-growing  industry  in  Canada,  why  I  would  not  be  a  bit 
surprised  if  Canada  would  not  be  able  to  grow  all  the  wheat  we  need. 
I  do  not  know,  for  the  life  of  me,  how  you  are  going  to  help  the  wheat 
grower  in  the  foreign  market  very  much.  The  Argentine  situation  is 
not  unlike  the  Canadian  situation,  either. 

The  Chairman.  But,  you  must  remember  the  people  who  are  not 
now  eating  bread,  because  they  simply  can  not  get  it. 

Senator  Gooding.  That  is  true,  and  it  has  been  true  since  the  dawn 
of  civilization.  We  liave  given  $1,000,000  in  charity  in  Europe,  and 
all  over  the  world  billions  of  dollars  since  the  beginning  of  the  war, 
to  {>eople  who  were  starving.  It  seems  to  me  now  that  charity  should 
begin  at  home. 

The  Chairman.  If  all  the  people  who  are  now  not  eating  bread 
were  to  eat  it,  there  would  be  a  vast  market  created  for  wheat;  but 
we  can  not  expect  them  to  eat  our  products  unless  we  supply  them 
with  our  products. 

Senator  Gooding.  I  think  that  under  the  Norris  bill  you  can  save 
three  or  four  cents  a  bushel,  but  that  is  not  enough  to  help  the  wheat 
growers  any  at  all.    I  say  again  that  charity  should  begin  at  home. 

Mr.  Davis.  I  would  like  to  return  to  the  point  concerning  the 
question  of  the  effect  of  this  on  production. 

I  want  to  make  this  clear  for  the  record  in  view  of  a  letter  which 
Senator  Ralston  read  yesterday  morning  before  the  committee  hear- 
ing was  opened.  That  raises  the  question,  and  it  is  an  economic  one, 
of  the  proper  utilization  of  our  lands  in  the  United  States  that  have 
been  brought  under  cultivation.  And  it  is  apparent  to  anyone  who 
studies  the  problem  that  the  land  phase  is  one  of  the  basic  underly- 
ing difficulties  in  our  agricultural  readjustment.  The  McNary  bill 
merely  aims  at  the  restoring  of  prices  to  the  pre-war  normal  rela- 
tionship to  the  general  price  level,  and  it  is  not  intended,  in  any  re- 
spect, to  keep  the  marginal  farmer  on  the  land.  It  was  not  intended, 
in  its  operations,  to  keep  on  the  land  the  man  whose  operations 
would  only  be  prolitable  during  the  period  of  extraordinary  high 
price  levels.  I  think  any  movement  of  that  sort  woiUd  be  an  inevit- 
able stimulus  to  production,  and  would  bring  into  play  forces  that 
would  destroy  any  system  in  time. 

Now,  I  have  a  chart  prepared  that  I  would  like  to  call  the  com- 
mittee's attention  to,  illustrating  the  matter  you  and  I  were  discuss- 
ing when  adjournment  took  place  the  day  before  yesterday.  Senator 
Norris,  and  that  was  the  present  relationship  between  wages,  the 
general  commodity  level  and  the  price  of  wheat.  That  chart  hanging 
on  the  wall  is  based  upon  these  factors:  We  start  from  a  point  in 
1913  on  the  100  basis,  and  the  solid  black  line  shows  the  wheat  move- 
ment; the  broken  line  refers  to  the  Department  of  Labor  commodity 
index,  which  is  mentioned  in  the  bill  and  which  has  been  referred  to 
in  the  testimony.  The  broken  line  represents  the  study  of  the  New 
York  factory  wages,  and  here  is  the  period  we  are  in  at  the  present 
time. 


§■ 


r        ^ 


4 


4) 


The  operation  of  this  measure  would  tend  to  bring  the  wheat  price 
represented  in  the  solid  line  into  conformity  with  the  other  com- 
modity costs  represented  by  this  line  [indicating].  The  point  I  wish 
to  make  is  that  labor  with  an  index  above  200  is  in  a  very  favorable 
strategic  position  to  absorb  that  fair  exchange  price  of  farm  products 
which  you  see  would  be  raised  to  about  160.  The  whole  consuming 
power  of  the  United  States  is  in  a  strategic  and  favorable  position 
to  absorb  that  fair  exchange  price  without  giving  impetus  to  the 
vicious  circle.  Following  this  line  out  just  a  little  further,  I  think 
it  is  recognized  by  the  students  of  labor  who  are  in  sympathy  vri\h 
labor's  problems  that  the  biggest  menace  labor  faces  at  the  present 
moment  lies  in  the  movement  of  farmers  from  the  farm  to  the  city 
where  they  are  bringing  about  intensified  competition  that  will  in- 
evitably result  in  lowering  labor's  wage  level.  It  seems  to  me  the 
econoniic  interest  of  labor  will  be  advanced  by  seeing  a  fair  exchange 
price  of  farm  products  restored  on  the  farm  so  that  a  check  will  be 
placed  on  this  movement  of  the  farmer  to  the  city.  The  bars  are 
put  up  at  the  front  door  through  restrictive  immigration  legislation 
favorable  to  labor,  but  the  bars  are  down  at  the  back  door,  and  over 
1,200,000  people,  in  1922,  moved  from  the  farms  to  the  cities,  and 
this  condition  will  be  hard  for  labor  to  face. 

These  are  the  points  that  I  wished  to  make  and,  unless  there  are 
further  questions,  that  concludes  my  testimony. 

Senator  Gooding.  I  think  I  can  show  you  that  that  line,  where 
wheat  is  concerned,  is  entirely  too  high,  except  in  1917,  and  maybe 
at  that  point  it  is  also  too  high.  In  1917  we  commenced  to  increase 
wages  and  the  prices  of  commodities  commenced  to  increase  and  went 
steadily  up  in  1918,  1919,  and  1920.  I  believe  I  will  have  to  differ 
very  much,  according  to  my  figures,  %\4th  your  figures  there;  for, 
according  to  my  figures,  1920  is  when  the  farmer  reached  the  peak 
in  production  and  then  came  the  crash. 

STATEMENT  OF  F.  W.  MURPHY,  WHEATOlf,  MIISfK. 

Mr.  Murphy.  Gentlemen,  I  do  not  wish  to  take  up  very  much  of 
your  time.  I  would  not  be  in  a  position  to  answer  very  technical 
questions  about  this  bill,  but  I  have  a  very  general  idea  of  what  I 
think  would  be  the  results  of  the  enactment  of  this  bill  into  law. 

I  have  operated  a  great  deal  of  land  at  the  lower  end  of  the  Red 
River  Valley  for  a  great  many  years.  I  come  from  a  diversified 
farming  section.  I  do  not  think  that  the  situation  of  the  wheat 
farmer,  on  the  whole  in  America,  is  any  more  acute  than  the  situation 
of  the  general  farmer. 

The  Chairman.  Are  you  engaged  in  farming  now  ? 

Mr.  Murphy.  Yes;  very  extensivelv. 

The  Chairman.  Is  your  home  in  Minneapolis  ? 

Mr.  Murphy.  No;  my  hoi.ne  is  in  the  western  part  of  the  State. 
I  appreciate  very  keenly  the  fact  that  I  am  engaged  in  farming. 

The  Chairman.  In  what  line  of  farming  are  you  engaged  ? 

Mr.  Murphy.  My  experiences  have  not  been  very  pleasant  during 
the  last  four  or  five  years.  I  produce  wheat,  oats,  corn,  barley,  rye, 
hogs,  and  cattle. 

Senator  McNary.  You  are  not  in  the  dairy  field  ? 

Mr.  AiuRPHY.  Some  of  my  tenants  are  in  the  dairy  business.  I 
have  to  haul  into  my  market  to-day  substantially  twice  as  much  of 
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these  various  products  that  I  have  mentioned  or  that  I  grow  on  my 
farm  as  I  did  m  1913  in  exchange  for  the  things  that  are  used  on  the 
farms  m  my  community  and,  unfortunately,  I  do  not  have  the  extra 
load  of  each  of  these  things  to  make  this  exchange. 

My  market  town  is  a  typical  agricultural  town  in  the  United  States 
We  are  200  miles  from  the  Minneapolis  grain  market  and  215  miles 
from  the  South  St.  Paul  livestock  market.     We  have  an  excellent 
country. 

I  think  the  problem  of  the  American  farmer  is  directly  fundamental. 
In  common  with  the  other  farmers  of  America  I  feel  I  am  a  victim 
of  a  bad  economic  situation;  I  feel  that  I  am  the  victim  of  an  economic 
situation  that  I  am  not  at  all  responsible  for  and,  as  a  farmer  of  the 
country,  I  am  chafing  under  it;  I  am  resentful  of  being  required  to  go 
on  purchasing  at  prices  ranging  at  75  per  cent  to  150  per  cent  above 
the  1913  levels  of  everything  that  I  require  on  my  farm  in  a  strictly 
domestic  market,  once  stabilized  and  maintained  by  national  legisla- 
tion, and  at  the  same  time,  because  I  produce  a  little  more  in  common 
with  the  other  farmers  in  America  than  is  consumed  in  America,  I  am 
required  to  sell  the  products  of  my  farm  strictly  on  the  basis  of  a 
world  market. 

The  tenants  on  my  farm  are  paying  taxes  and  are  required  to  send 
their  children  to  school  and  to  maintain  churches  and  build  good 
roads,  and  to  generally  take  their  place  in  the  social  and  business  life 
of  the  country  and  bear,  in  common,  the  burdens  borne  by  other  men 
and  women  in  other  industries.  Manifestly,  the  situation  of  the 
American  farmer  is  unjustifiable  and  indefensible,  and  it  has  been 
so  for  four  years.  The  situation  was  acute  four  years  ago  and  to-day 
It  is  chronic.  The  farmers  of  America  have  produced  food  for  four 
years  and  the  agricultural  structure  has  not  broken  down  completely 
because  of  these  two  things:  First,  the  farmer  has  worked  longer 
hours  and  he  has  worked  his  children  harder  and  has  made  a  more 
vigorous  effort  than  ever  to  make  both  ends  meet;  and,  second,  he 
has  conducted  his  business  on  money  he  borrowed  by  mortgaging  his 
lands  and  chattels,  and  to-day,  on  this  great  Nation  there *rests  a 
treinendous  burden  of  the  debts  of  the  American  farmers,  the  result 
of  this  bad  economic  situation.  It  seems  to  me  as  though  nothing 
can  be  said  in  defense  of  this  condition. 

We  do  not  have  classes  in  America.  We  have  prided  ourselves 
as  a  nation,  that  we  have  no  classes.  I  hope  that  down  through 
the  years  we  will  be  able  to  say  that  the  American  farmer  has  not 
beconae  a  peasant,  but  he  is  heading  straight  toward  peasantry  and  he 
has  almost  arrived. 

Now,  gentlemen,  manifestly  we  can  not  in  this  country  where 
we  have  no  classes  and  where  all  of  us  are  entitled  under  the  law  to 
the  same  consideration  and,  as  a  great  Republic  we  have  prided  our- 
selves on  that,  manifestly  we  can  not  go  on  on  two  price  levels,  one 
for  me  on  the  farm  below  the  mists  of  the  valley,  close  to  the  ground, 
*^^^    J  ?i^*^^^  P^^^®  ^^^^^  ^P  above  the  mists,  glowing  in  the  sunshine. 

My  dollar  in  Wheaton  to-day  is  worth  55  cents.  I  know  it.  lam 
handling  that  dollar  and  I  know  what  I  can  get  with  all  the  products 
of  the  farm.  It  is  not  a  case  of  over  production  of  wheat.  There  is 
a  great  deal  of  diasgreement  with  me  on  that  point.  In  the  Minnesota 
rermmal  Market  to-day  wheat  is  $1.15.  In  1913  it  was  84  cents. 
It  IS  higher  now.     In  the  South  St.  Paul  market  in  1913  feed  cattle 
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were  $7.25  a  hundred  and  to-day,  in  the  same  market,  they  are  $7  a 
hundred;  hogs  were,  in  1913,  25  cents  to  40  cents  a  hundred  higher 
in  the  South  St.  Paul  market  than  they  are  to-day.  The  hog  men 
and  the  cattlemen  are  worse  off  than  the  wheat  farmer  is.  It  does 
not  make  any  difference  what  the  farmer  is  engaged  in  in  this  country, 
he  is  under  a  handicap.  I  know,  because  I  am,  as  I  have  said,  engaged 
in  a  diversified  fanning.  The  farmer  is  laboring  under  a  handicap 
which  he  is  not  responsible  for.  and  he  can  not  help  himself. 

Here  is  the  point  I  wish  to  stress:  The  price  of  agricultural  products 
has  not  depressed.  They  are  not  low,  if  you  will  consider  the  normal 
times  and  the  normal  conditions.  The  present  level  of  agricultural 
prices,  taking  everything  that  is  grown  on  our  farms,  is  substantially 
what  it  was  in  1913.  If  the  advantage,  either  way,  is  in  these 
Northwestern  States,  the  advantage  would  be  with  the  1913  prices, 
so  that  our  prices  have  not  depressed.  What  has  happened  to  the 
American  fanner^  Why  are  hundreds  of  thousands  of  our  farmers 
bankrupt?  Why  are  hundreds  and  thousands  of  our  banks  in  the 
Northwestern  States  closed  to-day  (  If  you  will  find  the  reason  why 
the  farmer  is  bankrupt,  you  will  immediately  answer  the  question 
why  the  banks  are  closed. 

Why  are  the  merchants  in  bad  financial  situations  in  all  the  rural 
towTis  of  the  West  ?  Find  the  answer  to  the  farmer's  problem  and 
you  answer  all  the  other  questions  at  the  same  time:  Disparity  in 
prices. 

Does  the  future  hold  any  hope  that  other  prices  are  coming  down  ? 
I  do  not  see  any.  For  four  3' ears  I  have  waited  for  it,  all  of  us  have. 
It  has  not  come.  There  is  a  tendency  upward.  We  can  not  go  on 
on  two  levels  unless  we  reduce,  to  my  mind.  America's  most  wonderful 
people,  the  men  and  women  on  the  farm,  reduce  them  to  peasantry, 
and  that  this  country  is  never  going  to  do,  understanding  the  question. 

I  have  often  wondered  if  ever  there  was  a  great  question  concerning 
the  American  people  that  was  so  little  understood  as  the  status  of 
the  naen  on  the  farm.  I  have  often  wondered  if  any  stupendous 
C[uestion  that  has  affected  the  very  life  of  the  Nation  has  had  so  little 
intelligent  address  to  its  solution  as  has  this  question  of  the  farmer. 
How  difficult  it  seems  to  be  to  get  over  our  story  to  the  East.  People, 
I  ani  sure,  want  to  understand  us,  but  we  are  having  difficulty  in 
making  them  understand  us.  I  think  it  is  the  finest  work  of  men  like 
you  to-day  to  answer  this  f|uestion.  For  a  year  I  have  addressed 
myself  to  a  consideration  of  it  because,  gentlemen,  I  am  a  victim  of  it. 
I  am  a  very  unwilling  victim  of  it.  I  am  not  in  favor  of  tearing  down 
and  I  never  was  in  favor  of  tearing  dov^Ti  anything.  This  country 
probably  can  go  on  for  a  while  on  a  high-price  level.  It  is  of  little 
consequence  if  I  get  $4  for  a  job  when  I  have  to  pay  $4  for  something 
I  want  to  buy  that  otherwise  I  paid  $2  for  had  it  not  been  for  this 
high-price  level.  If  we  can  all  get  up  on  that  level,  and  if  the  farmer 
is  the  onl}^  one  outside  of  the  country's  business  equation,  everything 
would  be  adjusted.  But  the  farmer  can  not  go  on,  can  he?  He  is 
shackled.  He  is  laboring  under  a  handicap.  He  can  not  remove 
that  handicap  even  by  cooperative  marketing.  He  can  not  remove 
that  handicap  by  diversified  farming.  I  am  a  diversified  farmer  and 
I  can  not  get  away  from  it.  He  can  not  remove  his  handicap  by 
reducing  his  production  and,  suppose  we  did  reduce  the  production 
of  wheat  to  the  exact  amount  required  in  America  ?   Well,  I  am  in  com 
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petition  with  the  world  and  I  have  no  way  of  raising  my  price.  I 
can  not  compete  with  anybody. 

Cooperative  marketing  to  oe  genuinely  successful  for  America's 
whole  agriculture  must  have  millions  of  dollars  in  capital.  We  have 
to  control  the  world,  and  I  am  in  favor  of  a  tariff  bill,  in  favor  of  the 
McNary  bill,  because,  as  I  understand  this  bill,  it  will  meet  this  situa- 
tion better  than  any  plan  that  I  have  understood  to  be  here  for  the 
consideration  of  this  Congress. 

Senator  Ralston.  I  have  listened  with  gi-eat  interest  to  a  great 
many  of  you  gentlemen  who  have  discussed  earnestly  the  farmer's 
situation.  Everybody  seems  to  understand  that  the  one  thing,  at 
least,  the  farmer  needs  is  additional  markets.  1  have  never  heard 
any  of  you  discuss  how  to  proceed  to  get  additional  markets  for  the 
farmer.  You  won't  produce  wheat  in  a  greater  amount  than  is  con- 
sumed at  home,  and  yet  you  say  you  are  for  a  tariff  law  ? 

Mr.  Murphy.  Yes,  sir. 

Senator  Ralston.  I  feel  just  this  way  about  it:  Don't  you  think 
the  tariff  law  keeps  you  farmers  out  of  foreign  markets? 

Mr.  Murphy.  No. 

Senator  Ralston.  Then  we  ought  to  make  it  higher. 

Mr.  Murphy.  No;  the  present  tariff*  law  on  wheat,  in  my  opinion, 
and  perhaps  all  these  other  men  would  disagree  with  me,  does  not 
help  us  any. 

Senator  Ralston.  Does  not  help  you? 

Mr.  Murphy.  No. 

Senator  Ralston.  Why  do  you  want  it,  then  ^ 

Mr.  Murphy.  Let  me  answer  your  first  question.  You  think  we 
ought  to  have  a  wider  market? 

Senator  Ralston.  Absolutely. 

Mr.  Murphy.  Suppose  we  had,  and  somehow  or  other,  Senator,  every 
bit  of  exportable  surplus  of  food  in  America  had  gone  away.  Perhaps 
then  we  do  not  need  a  wider  market.  Suppose  Europe  wanted  more 
of  our  stuff  than  Europe  was  getting,  then  Europe  would  pay  us  the 
peasant  prices  for  it. 

Senator  Ralston.  I  think  so. 

Mr.  Murphy.  Sir,  I  can  not  operate  on  the  standard  of  peasantry 
and  the  American  farmer  can  not  operate  on  the  standard  of  peons 
and  peasants  and  maintain  the  American  standard  of  civilization. 
Either  we  will  have  a  peasantry  and  be  done  with  it,  or  the  farmer 
will  be  put  on  a  level  with  the  other  industries.  Here  is  what  has 
happened,  what  has  given  this  high  level  of  prices  to  the  other  indus- 
tries: The  Adams  law,  the  Escli-Cummins  law,  the  restricted  immi- 
gration law,  the  Federal  reserve  law,  the  coal  board,  the  railroad 
board,  all  these  other  organizations  that  aid  in  one  \vay  or  another  in 
the  maintenance  of  a  high  domestic  level  of  prices.  If  that  is  not 
the  answer  to  it.  Senator,  why  is  it  that  in  1915  I  could  go  into  toAvn 
and  buy  a  ton  of  hard  coal  for  $9  and  to-day  with  the  same  mines, 
brought  over  the  same  railroad,  from  the  same  miners,  I  get  the  same 
coal  and  pay  $20  for  the  same  ton.  Where  do  I  gel  the  extra  $11  ^ 
The  answer  is  I  do  not  have  it.  in  1913  I  bought  a  grain  drill  for 
$115  and  to-day  i  liave  to  pay  $235  for  it.  Wliere  do  I  get  the  extra 
$120^  1  don't  get  it.  Manifestly,  something  has  happened  in  the 
market  since  1913.  What  has  happened^  The  Government  has 
gone  into  business  in  an  extensive  way  and  I  am  not  asking  that  the 
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Government  should  go  out  of  business  because,  manifestly,  it  is  easier 
to  raise  the  farmer  up  with  the  same  sort  of  machinery  that  raised 
the  other  fellows  up  tnan  it  would  be  to  tear  everybody  else  down. 

Senator  Ralston.  Why  should  not  the  Government  take  charge 
of  all  the  business  and  employ  the  farmer  ? 

Mr.  Murphy.  I  don't  want  to  be  hired,  Senator.  I  want  to  work 
out  my  own  salvation  in  this  great  Government  that  invited  a  lot 
of  people  to  come  over,  in  this  free  country  under  this  Government 
which  invited  people  to  work  amid  freedom  and  wear  no  man's 
collar.  Here  is  a  new  idea,  perhaps:  Take  this  $120  extra  for  the 
drill.  The  iron  that  went  into  my  drill  was  dug  in  the  northern 
end  of  my  State.  It  cost  a  little  more  to  dig  the  iron  than  it  did  in 
1913;  it  cost  a  little  more  to  ship  it  than  it  did  in  1913;  it  cost  a 
little  more  to  handle  it  to  the  mill  and  it  cost  a  little  more  to  send 
it  to  Moline  in  sheet  steel  and  put  it  in  the  manufacturing  plant, 
and  it  cost  a  little  more  to  make  it  up  and  every  additional  cent  of 
cost  on  that  machine  was  added  on  as  the  machine  progressed,  and 
when  it  reached  me  I  paid  $120  more  for  it  than  I  did  in  1913.  Can 
I  pass  the  buck?  No.  This  condition  of  the  economic  laws  has 
put  a  burden  on  the  producers  and  so,  as  a  consequence,  America's 
agriculture  to-day  is  down  on  its  knees  because  of  all  the  blunders 
committed  in  the  other  industries  and  we  are  the  goats. 

Senator  Ralston.  What  was  that  machine  selling  for  in  compe- 
tition in  foreign  markets  ? 

Mr.  Murphy.  They  do  not  make  them  in  foreign  markets. 

Senator  Ralston.  They  send  them  from  here  ? 

Mr.  Murphy.  I  do  not  think  I  can  speak  with  authority  on  that 
question.     What  has  the  farmer  been  doing  these  last  four  years  ? 

He  has  been  absorbing  the  results  of  this  bad  system  out  of  his 
capital.  I  do  not  get  this  $120  from  my  farm;  I  had  to  put  a  mort- 
gage on  my  land.  There  is  the  situation  in  America.  1  think  that 
this  McNar}^  bill  meets  the  situation  and  meets  it  squarely.  You 
know  that  in  any  agency,  whether  it  is  the  governmental  or  even  the 
running  of  your  own  business,  whatever  the  agency,  the  human  ele- 
ment enters  into  it.  This  bill  must  be  administered  with  intelligence, 
with  discretion,  and  judgment  to  meet  each  new  situation.  These 
minor  matters  that  would  arise  in  your  mind  and  in  my  mind  have 
to  be  worked  out  and  that  is  the  business  of  the  board.  I  think. 
Senator,  this  bill  has  to  be  broadly  interpreted  for  the  American 
farmer.  You  understand  that  I  am  for  relief .  legislation  in  this  Con- 
gress. I  thinJv  that  if  the  iVmerican  farmer  and  the  American  busi- 
ness man  who  deal  in  farm  products  go  on  and  handle  the  products 
of  the  country  we  are  going  to  get  better  results,  and  I  am  speaking 
broadly  of  both  bills,  than  if  the  Government  sets  up  a  Government 
agency  to  operate  alongside  of  a  private  business  agency  engaged  in 
this  same  business.  If  the  Government  sets  up  its  business  either 
one  of  two  things  will  happen.  Either  the  private  enterprise  is  going 
to  be  unable  to  compete  with  the  governmental  agency  and  be 
absorbed  and  go  out  of  business  entirely,  or  the  Government  will  find 
it  can  not  handle  this  business  as  cheaply  as  the  private  enterprise 
can.  I  do  not  know  what  will  be  the  result.  I  do  not  think  it  is  a 
good  plan  for  the  Government  to  engage  in  the  merchandising  of 
farm  products  of  the  American  farmer.  I  can  not  see,  even  if  the 
middlemen  were  all  eliminated — and,  by  the  wa}",  if  you  eliminate 
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middlemen  you  have  to  put  in  Government  employees  to  take  their 
places,  you  can  not  get  along  without  some  of  them— you  can  not 
get  along  without  all  of  them,  even  if  the  middlemen  were  eliminated. 
1  do  not  see  how  the  Government  can  properly  engage  in  the  mer- 
chandising of  these  products.     The  Government  could  not  operate 
them  as  efficiently  and  as  satisfactorily  as  competitive  private  enter- 
prises would.     You  can  answer  that  question  yourselves.     But,  even 
if  they  should  all  work  out  well,  I  can  not  see  how  the  domestic  price 
of  farm  production  or  farm  products  is  going  to  be  raised  materially. 
1  would  not  come  seven  or  eight  hundred  miles  to  Washington  to 
urge  the  creation  by  my  Government  of  an  agency  that  would  raise 
the  price  of  my  wheat  3  or  4  cents  a  bushel,  for  as  h)ng  as  I  lose  money 
I  might  just  as  well  have  the  agony  over  with  soon  rather  than  to  let 
it  string  along  for  a  perod  of  years.     I  have  to  have  50  cents  a  bushel 
and  a  great  deal  more  for  the  things  I  grow  on  the  farm,  or  I  am  done. 
This  bill  provides  a  means  whereby  we  will  create  that  which,  ever 
since  I  was  a  boy,  I  thought  the  American  farmer  should  have,  and 
that  is  a  domestic  market.     It  alwavs  seemed  to  me  an  injustice 
when  I  thought  of  trading  directly  up  here  where  I  had  to  buy 
directly  and  then  sell  in  competition  with  the  world  on  a  world  price 
basis.     I  thought  it  was  a  bad  idea  for  the  tail  to  wag  the  dog.     I 
figured  that  d  I  raised  1,000  bushels  of  wheat  on  my  farm  and  sold 
200  bushels  in  Liverpool  1  would  have  to  take  for  the  800  bushels  I 
sold  in  America  the  same  Liverpool  price  that  I  got  for  my  200 
bushels.     Now,  1  know  it  is  wrong  in  view  of  the  economic  situation 
m  America  to-day,  and  the  only  way  to  relieve  the  farmer  is  to  give 
him  a  domestic  market  to  operate  just  the  same  as  other  industries 
have,  and  if  the  farmer  is  not  entitled  to  an  even  break  in  America 
with  the  laboring  man.  the  manufacturing  man,  or  with  any  other 
industry,  then  1  can  not  understand  our  principles  of  Government. 
An  even  break  is  all  we  are  asking  for  and  an  even  break  is  that  which 
we  have  not  got  now. 

I  embrace  this  opportunity  of  letting  you  know  how  I  feel  about  it 
and  of  saying  that  we  can  never  get  a  price  comparable  with  the 
price  we  have  to  pay  unless  we  get  it  in  a  domestic  market.  This 
bill  IS  broad  in  its  powers,  and  is  subject,  and  ought  to  be  subject,  to 
a  liberal  interpretation.  If  you  sat  as  a  member  of  that  board  with 
a  single  thought  in  your  mind  of  executing  your  trust  in  the  interest 
of  the  farmer,  you  would  look  well  to  his  interests. 
u-^"iiT^f  matter  of  grades.  Senator,  grain  grades,  I  suppose  under 
this  McNary  bill  this  board  would  be  authorized  to  change  these 

trades.  I  do  not  hke  them  any  more  than  you  do.  They  are  fixed 
y  the  Government  and  this  is  a  Government  agency  to  handle  the 
wheat,  the  surplus  wheat,  of  America.  But  all  that  can  be  taken 
care  of  here  m  the  bill.  But,  if  I  raise  a  low  grade  and  you  raise  a 
high  grade  you  ought  to  get  more  for  the  wheat  than  I  do.  The 
equahzations  of  grades  of  wheat,  and  the  glutens  and  other  elements 
contained,  and  the  determining  of  these  elements  are  matters  of 
authority  that  should  be  vested  in  the  board. 

Senator  Johnson.  I  agree  with  you  on  that,  but  when  it  comes  to 
this  scrip  business,  that  is  another  question.  That  is  the  reason 
I  brought  it  out  and  brought  up  the  question  of  grades.  What  do 
you  think  about  the  measure  now  set  up  for  handhng  that  little 
difference  ? 
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Mr.  Murphy.  When  you  consider.  Senator,  that  this  is  going  to 
be  America's  big  board,  you  are  going  to  operate  in  a  business  that 
affects  the  destiny  of  not  only  men  and  women  in  the  farm  but  men 
and  women  who  live  in  rural  America,  in  the  small  towns  and  cities, 
there  is  bound  to  be  some  complexity.  There  are  bound  to  be 
questions  arise  that  will  need  refinement.  I  think  this  matter  of 
Handling  the  sm*plus  by  a  process  of  scrip  is  a  simple  one.  It  elimi- 
nates bookkeeping.  If  I  sell  1,000  bushels  in  my  market  to-day  it 
would  bring  me  $1,000.  Under  the  operation  of  the  bill  we  will  say  it 
will  bring  $1,500.  I  will  put  in  my  pocket  $400  above  the  $1,000 
and  get  $100  in  scrip.  That  is  my  contribution.  Senator,  to  the 
maintenance  of  a  market  that  I  have  contended  for  all  along  we 
ought  to  have.  I  have  contended  that  we  should  have  a  domestic 
market,  whether  the  Government  ought  to  take  up  the  shock  of  the 
losses  is  the  subject  of  another  discussion. 

Gentlemen,  I  want  to  pass  a  bill.  I  doubt,  in  the  first  place,  that 
you  will  be  able  to  pass  a  bill  in  this  Congress  that  will  put  this 
Government  in  the  Dusiness  of  merchandising  farm  products.  I 
believe  I  would  be  a  little  reluctant  of  committing  the  handling  of 
my  products  to  this  Government  because,  does  not  experience  teach 
us,  that  private  enterprises  can  handle  the  great  business  cheaper  and 
better  than  the  Government  can  do  it  ?  I  do  not  believe  we  ought  to 
put  the  Government  into  our  business.  I  would  gladly  make  a 
contribution  out  of  $500  net  to  me  on  the  sale  of  a  thousand  bushels, 
of  wheat  of  $100  to  credit.  I  would  pay  $100  out  and  I  would  get 
$400  back;  that  would  enable  me  to  begin  paying  my  debts  off. 

Senator  Johnson.  Now,  by  paying  you  that  $500  more  on  the 
grain,  is  there  not  some  other  produce  on  the  farm,  I  am  sure  there  is, 
that  would  bring  you  in  more  money?  If  it  does,  that  increases  the 
living  of  somebody  that  is  working  on  the  railroads  or  in  the  factories, 
so  will  not  that  bring  on  another  rise  in  the  cost  of  living  ? 

Mr.  Murphy.  In  the  first  place,  Senator,  I  do  not  believe  it  will 
bring  on  an  increase  in  the  cost  of  living.  There  are  many  reasons 
that  could  be  advanced  why  this  McNary  bill  will  not  increase  the 
cost  of  living  in  America.  The  farmer  only  wants  an  even  break. 
Let  me  answer  your  question  a  little  further.  Senator  Johnson.  I 
hired  a  man  on  the  farm  in  1913  for  $3,  and  it  takes  twice  that  much 
to  get  the  same  labor  done  now.  Don't  you  think  he  should  make  a 
little  contribution  to  the  price  of  food  to  me  ?  Wages  have  gone  up 
substantially.  Don't  you  think  he  ought  to  make  a  little  contribu- 
tion to  the  farmer  rather  than  have  all  these  soup  kitchens,  bread 
lines,  etc.,  all  over  the  country? 

Senator  Ralston.  You  said  it  would  not  raise  the  prices. 

Mr.  Murphy.  I  said  ''if  it  did." 

The  Chairman.  Would  you  get  him  cheaper  or  pay  him  the  same 
wages  with  that  lower  price  of  labor  ? 

Mr.  Murphy.  No;  I  don't  suppose  I  would  get  him  cheaper. 

The  Chairman.  Then,  your  man  on  the  farm  won't  make  any 
contribution  ? 

Mr.  Murphy.  Yes,  he  is  getting  more  wages  and  will  pay  more 
for  food.  The  man  on  the  Minnesota  farm,  and  you  know  it.  Senator 
Johnson,  feeds  them  and  he  feeds  them  weU,  but  the  man  in  the  fac- 
tory, the  man  who  works  in  the  factory  and  on  the  railroad,  has  to 
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make  a  contribution  to  the  cost  of  the  farmer  who  feeds  him.  Is  not 
that  just  ? 

Senator  Johnson.  I  am  afraid,  Mr.  Murphy,  we  probably  will  run 
up  against  a  lot  of  trouble,  but  if  everything  works  out  the  way  you 
tnink  it  will,  it  will  be  a  good  thing  to  enact  the  bill.  I  could  compare 
prices  of  1913  with  prices  to-day.  My  neighbor  bought  a  Ford  car 
and  paid  over  $700  for  the  car  and,  if  I  am  not  mistaken,  now  he  can 
buy  the  car  for  S298,  Detroit,  and  there  will  probably  be  less  than 
$400  difference  from  the  price  of  the  first  one.  What  you  mean  about 
the  grain  bill  of  yours  is  one  thing,  but  I  paid  for  a  binder,  7-foot  cut, 
over  $200  last  August  and  I  understand  m  1913  it  was 

Mr.  Murphy  (interposing).     It  was  about  $135? 

Senator  Johnson.  No;  $135  was  for  the  6-foot  cut.  Of  Course, 
that  binder  is  down  some  now,  because  three  years  ago  when  I  got 
the  com  binder,  I  paid  $235  and  they  are  down  to  $200  and  things 
are  going  down  a  little  because  they  can  not  sell  at  these  high  prices. 

The  Chairman.  Is  there  anything  further  you  would  liKe  to  say 
to  the  committee,  Mr.  Murphy? 

Mr.  Murphy.  No;  I  think  not;  I  have  covered  my  subject  fairly 
well  and  I  thank  the  committee  for  this  opportunity  of  being  per- 
mitted to  lay  my  views  before  it. 

STATEMENT   OF   THOMAS   E.    CASHMAN,    OWATOMNA,    MINN. 

Mr.  Cashman.  Mr.  Chairman  and  gentlemen,  I  am  a  farmer,  en- 
g  aged  in  the  nursery  business.  I  find  that  I  am  up  against  the  same 
condition  as  Mr.  Murphy  is. 

Senator  McNary.  What  products  do  you  raise  on  the  farm  ? 

Mr.  Cashman.  We  raise  corn,  oats,  grain,  and  barley.  We  have  milk- 
ing cows  and  raise  pure-bred  Hereford  cattle  and  we  operate  about 
1,700  acres  of  land.  We  live  in  an  intensely  dairy  section.  It  has 
been  said  dairymen  are  prosperous.  I  can  testify  that  is  not  true. 
We  have  good  dairy  heras,  operated  efficiently,  belonging  to  cooper- 
ative creameries  and  are  getting  a  high  price  for  the  products,  but 
when  we  go  to  exchange  that  butter  dollar  for  other  commodities  we 
find  it  is  not  very  close  to  par.  However,  it  is  much  better  than  the 
dollar  we  get  from  other  products;  we  get  a  better  return  on  the 
butter  dollar  than  we  do  on  any  of  the  other  dollars;  but  if  everybody 
started  in  to  raise  butter,  of  course  the  price  soon  would  be  down  to 
the  level  of  other  things. 

I  agree  fully  with  what  Mr.  Murphy  has  stated.  I  will  not  reiterate 
anything  he  said.  The  protective  tariff  has,  in  a  measure,  placed 
the  American  farmer  in  the  condition  he  finds  himself.  I  am  not 
here  asking  that  any  of  the  schedules  be  changed. 

The  Chairman.  This  question  arises  both  from  what  you  and  Mr. 
Murphy  said:  If  the  protective  tariff  has  brought  this  situation  on, 
would  not  the  removal  of  the  tariff  put  you  back  on  your  feet  ? 

Mr.  Cashman.  The  protective  tariff  is  one  of  the  reasons;  another 
reason  is  that  governmental  help  in  the  way  of  national  law  has 
assisted  practically  every  class  oi  activity  save  the  farmer;  there  is 
the  restricted  immigration  act,  the  Adamson  Act,  the  Esch-Cummins 
Act,  the  Railroad  Board,  the  Labor  Board,  the  transportation  act, 
and,  under  State  laws,  public  utiUty  companies  have  been  regulated, 
giving  them  a  fair  return  based  on  the  high  price  of  labor,  tne  high 
price  of  transportation,  and  the  high  price  of  coal. 
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WTien  I  buy  commodities  I  buy  from  a  man  who  pays  for  his  goods 
and  buys  them  from  a  protected  manufacturer  with,  in  some  cases, 
150  per  cent  ad  valorem  added.  I  buy  goods  from  a  man  who  has  a 
clerk  who  is  aided  by  a  law,  the  immigration  law. 

The  Chairman.  In  your  judgment,  as  I  understand  it,  the  farmer 
is  brought  into  this  unfair  condition  by  the  passage  of  the  Adamson 
Act,  the  restricted  immigration  act,  the  Esch-Cummins  law,  the 
Labor  Board,  and  all  these  other  boards  ? 

Mr.  Cashman.  That  is  some  of  the  things  that  affect  us. 

The  Chairman.  Now,  then,  if  these  laws  or  other  laws  you  could 
add  to  them  constitute  the  reasons  why  farmers  are  put  in  this 
position,  would  the  repeal  of  all  those  laws  put  him  back  on  a  fair 
conipetitive  basis  with  other  people,  with  everyone  else  ? 

Mr.  Cashman.  Yes;  but  as  Mr.  Murphy  stated,  it  would  probably 
bring  about  a  panic  and  throw  labor  out  of  employment. 

The  Chairman.  It  did  not  do  that  before,  did  it?  I  do  not  want 
to  be  understood  as  favoring  the  repeal  of  all  these  laws  or  of  some 
of  them.  I  would  like  to  modify  some  of  them,  because  they  needed 
modifying,  particularly  the  tariff  law  and  I  would  modify  that  if  I 
could.  I  am  not  a  free  trader  by  any  means,  but  it  seems  to  me  that 
if  these  laws  are  the  cause  of  your  trouble,  and  you  were  all  right 
before  the  laws  were  passed,  the  simple  remedy  would  be  to  wipe 
the  laws  off  the  books. 

Mr.  Cashman.  We  realize  how  impossible  that  is  and  what  we 
are  seeking  is  some  sort  of  relief,  the  same  sort  of  relief  Congress  has 
given  to  other  classes. 

The  American  Farm  Bureau,  in  a  survey  they  conducted  a  year 
ago,  found  the  protective  tariff  cost  $426,000,000,  and  in  return  they 
receive  benefits  of  $125,000,000.  These  benefits  have  come  to  the 
wool  grower,  the  sheep  grower,  and  a  few  others,  but  little  or  nothing 
to  the  wheat  grower,  the  small  grain  grower,  the  corn  grower,  the 
pork  and  cattle  producer,  and  such  other  people  as  you  will  find  on 
every  American  farm. 

Now,  we  are  not  asking  to  take  away  the  good  things  that  have 
been  granted  to  other  classes.  We  want  labor  to  be  well  paid;  we 
want  labor  to  be  in  the  position  to  use  the  products  of  our  ^rm;  we 
want  the  wheels  of  industry  to  continue  running,  and  we  see  in  this 
McNary  bill  an  opportunity  to  enjoy  the  same  benefits  and  pros- 
perity as  is  now  enjoyed  by  others.  It  may  raise  the  cost  of  loods 
a  httle,  but  when  you  come  to  compare  the  cost  of  foods  the  farmer 
receives  at  the  present  time  and  the  selhng  price,  you  will  find  50 
cents  increase  on  wheat,  $2  on  barley,  would  add  very  little  to  the 
cost  of  food,  and  you  will  have  a  stabilized  market  and  the  distributor 
can  sell  on  a  closer  market.  It  is  not  fair  to  compel  the  farmers  of 
America  to  sell  their  small  surplus  in  competition  with  European 
peasants,  raise  our  own  food  in  competition  with  the  lowest  paid 
people  of  the  world,  and  buy  the  products  we  need,  and  which  are 
manufactured  by  the  highest  priced  labor  in  the  world,  at  these  high 
prices.  That  is  the  situation  we  find  ourselves  in  to-day.  I  beheve 
the  McNary  bill  will  take  care  of  our  case.  It  will  only  give  us  what 
you  have  practically  granted  to  others  and,  in  so  doing,  it  will  not 
destroy  any  existing  machinery;  business  will  go  on  the  same  as  here- 
tofore, all  will  enjoy  the  same  measure  of  prosperity,  all  will  be 
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raised  to  this  high  prosperitv  level,  and  prosperity  and  good  times 
will  be  enjoyed  by  everybody.  If,  on  the  otner  hand,  we  were  to 
repeal  the  laws  already  on  the  statute  books  and  under  which  these 
benefits  are  derived  by  labor  and  by  the  other  industries  of  the 
country,  we  would  create  a  great  deal  of  trouble  and  we  would  put 
people  out  of  employment  and  the  wheels  of  industries  would  be 
stopped  for  a  time  at  least;  perhaps  the  farmer  would  enjoy  some- 
thing, but  it  would  cause  great  destruction  to  others.  If  the  tariff 
principle  is  right  we  are  entitled  to  enjoy  its  benefits.  We  are  not 
enjoying  the  benefits  at  the  present  time. 

I  thank  you  gentlemen  for  this  opportunity. 

The  Chairman.  This  is  the  last  witness  we  have  this  morning. 
We  will  adjourn  now  until  10  o'clock  Tuesday  morning,  February 

(Thereupon,  at  12.10  p.  m.,  an  adjournment  was  taken  until 
10  o'clock  a.  m.,  Tuesday,  February  5,  1924.) 
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TUESDAY,  FEBRUARY  6,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

WdshingtoTij  D.  C, 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m.. 
benator  George  W.  Norris  presiding. 

T  ^^esent:  Senators  Norris  (chairman),  McNary,  Capper,  Gooding, 
Ladd,  Norbeck,  McKmley,  Smith,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  The  first 
witness,  I  understand,  is  Mr.  Warner. 

STATEMENT  OF  MR.  J.  W.  WARNER,  PRESIDENT  NORTH  AMER- 
ICAN EXPORT  GRAIN  ASSOCIATION,  NEW  YOEK  CITY.  . 

The  Chairman.  First  give  your  name  and  business. 

AT  Jil  r^»^^^-  .¥^  ^^^^  ^^  ^'  ^'  Warner.  I  am  president  of  the 
JNorth  American  Export  Grain  Association  and  am  here  to-day  as  one 
of  their  representatives. 

Gentlemen,  I  understand  the  bill  to  be  considered  this  morninff 
is  what  is  known  as  the  McNary-Haugen  bill.  At  all  events,  that  is 
tne  one  that  1  wish  to  comment  upon. 

The  Chairman.  Where  do  vou  live,  Mr.  Warner  ? 

Mr.  Warner.  New  York. 

I  might  state  that  this  association  comprises  in  its  membership 
every  exporting  organization  in  the  United  States;  at  all  events  every 
export  association  whose  principal  business  is  the  exportation  of  grain 
east  of  the  Rocky  Mountains. 

We  appear  here  t5)-day,  I  might  say  at  the  beginning,  not  to  pro- 
test  against  any  legislation  that  the  Government  sees  fit  to  enact  in 
behalf  of  the  distressed  situation,  and  the  distressed  farmers  of  the 
JNorthwest  or  any  other  community,  or  the  farmers  engaged  in  raising 
any  other  product  than  wheat,  if  they  are  deserving  and  if  this  situa- 
tion has  been  brought  about  through  no  fault  of  their  own ;  but  we  do 
come  down  here  to-day  to  protest  against  certain  features  of  this  bill 
because  we  believe  if  it  is  enacted  into  law  it  will  not  accomplish  what 
it  sets  out  to  accomplish,  and  that  it  would  do  great  injury  to  other 
branches  of  trade.  For  example,  it  does  not  confine  its  benefits  to 
the  ones  in  distress,  but  distributes  them  indiscriminately  to  aU 
interests,  including  those  agriculturists  who  are  prosperous,  or,  if  they 
are  not  prosperous,  are  not  in  need,  and  they  never  would  have  asked 
for  this  help  except  they  have  been  practically  invited  to  come  down 
and  get  m  line  by  the  Secretary  of  Agriculture.  If  they  were  to  be 
benehted  equally  it  would  simply  mean  that  an  injury  would  be  done 
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to  the  great  consuming  interests,  whose  back  is  pretty  well  burdened 
already. 

Furthermore,  if  the  legislation  should  be  of  such  a  nature  as  to 
encourage  or  increase  production  of  wheat,  and  therefore  increase  the 
surplus,  that  would  not  benefit  the  country  at  the  present  time,  be- 
cause the  surplus  is  the  one  thing  that  everybody  seems  to  think  is 
burdensome.  I  do  not  agree  with  them  entirely,  but  at  this  moment  it 
certainly  is  true. 

And  again,  such  legislation  would  be  defective  if  it  did  not  bring 
about  a  permanent  cure  but  simply  would  grant  relief  to  carry  on 
those  operations  in  the  Northwest  and  other  places.  If  it  did  not 
bring  about  permanent  cure,  we  would  be  simply  left  in  a  state  that 
perhaps  would  be  worse  than  when  we  started.  For  example,  if 
lands  in  certain  sections  have  been  cidtivated  for  a  period  of  several 
years  and  only  produce  about  5,  6,  or  7  bushels  of  wheat  to 
the  acre,  it  would  seem  to  me  that  that  is  conclusive  evidence  that 
that  particular  land  was  not  adapted  to  the  growth  of  wheat  and 
that  the  farmer,  if  he  is  going  to  exercise  any  intelligence  at  all,  must 
change  his  methods  by  putting  in  other  cereals  or  by  carrying  on 
diversification  in  the  form  of  raising  stock  or  othei'wise.  If  he  will 
not  do  that,  if  it  seems  that  is  what  has  brought  about  his  distress, 
then  he  should  not  benefit  under  this  bill  or  any  other  bill. 

And  then  another  feature,  it  seems  to  me,  that  is  embodied  here, 
and  \yould  make  the  bill  defective  if  it  is  embodied,  is  that  it  would 
do  injury  to  other  interests  that  are  quite  as  entitled  to  consideration 
at  the  hands  of  the  Government  as  perhaps  these  interests  that  we 
have  under  consideration. 

As  to  this  particular  bill 

The  Chairman.  Now,  just  before  you  leave  that,  what  interests 
would  be  injured  i     Tell  is  in  detail  about  that. 

Mr.  Warner.  Senator,  if  you  will  allowed  me  to  continue  in  my 
own  way  I  will  come  to  that  as  I  comment  on  this  bill. 

The  Chairman.  All  ri^ht. 

Mr.  Warner.  This  bill — it  is  not  a  short  bill  by  any  means:  it  is 
some  30  pages  long.  The  purpose  of  it,  as  I  understand ,  is,  of  course 
to  raise  the  price  of  any  article;  and  if  this  is  enacted  into  law 
and  works  out  as  it  is  intended  to,  it  would  give  the  corporation  a 
purchasing  power  equivalent  to  what  it  had  before  the  war.  It 
would  set  up  a  machine  that  would  provide  two  commissions,  or  a 
commission  and  an  export  corporation,  the  commission  to  exercise 
supervisory  powers  and  to  be  in  some  nature  a  fact-finding  commis- 
sion; it  would  determine  the  amount  of  surplus  that  existed  at  certain 
times ;  and  it  would  fix  a  price  called  here  a  ratio  price  at  which  this 
export  corporation  should  buy  the  surplus  wheat.  And  then  it  pro- 
viaes  that  the  corporation  should  merchandise  this  surplus  either 
here  or  abroad,  presumably  abroad,  and  tliat  any  loss  in  that  opera- 
tion should  be  pro  rated  in  a  very  ingenious  wu}'  among  the  sellers, 
among  the  producers  of  this  wheat  when  thev  sold  their  wheat. 

Then  another  provision  is,  although  I  will  not  say  it  is  in  here, 
but  it  ought  to  be  in  here,  that  one  of  tlu^  pin^poses  or  effects  would  be 
to  extinguish  the  exporting  interest  that  has  been  in  business  so  long 
and  that  we  think  is  a  deserving  interest.  In  fact,  it  has  been  so 
determined  by  the  Government,  that  the  exporting  interest  was  a 
valuable  interest  in  the  United  States  and  should  be  fostered. 
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I  do  not  think  there  will  be  any  doubt  in  the  committee's  mind 
that  if  this  bill  is  enacted  into  law  the  effect  of  it  would  be  to  give  to  all 
agriculturists,  not  only  those  who  are  in  distress  but  to  all,  equal 
benefits. 

Senator  Norbeck.  I  am  not  so  sure  I  understand  what  you  mean 
by  that. 

Mr.  Warner.  I  mean  to  say  that  if  this  bill  goes  into  effect  any 
enhancement  in  value  of  any  article  that  is  declared  to  be  an  emer- 
gency, or  any  article  with  regard  to  which  an  emergency  exists,  those 
who  are  not  in  need  would  benefit  per  bushel  just  as  much  as  those 
who  are  in  need. 

Senator  Norbeck.  Speaking  as  between  individual  farmers  ? 

Mr.  Warner.  Individual  farmers:  yes,  sir.  I  have  already  stated 
that  it  seems  to  me  that  should  be  confined  to  th(^S6  only  who  are  in 
distress. 

The  Chairman.  How  could  you  confine  it? 

Mr.  Warner.  I  believe  the  proposed  legislation  is  defective  in  that 
respect. 

The  Chairman.  How  would  you  remedy  that  ? 

Mr.  Warner.  I  would  not  remedy  it,  because  it  is  impossible  to 
do  it. 

The  ('HAiRMAN.  That  is  what  I  think. 

Mr.  Warner.  Except  in  one  way.  If  you  have  am  money  to  set 
aside  for  the  benefit  of  those  who  are  in  distress,  then  take  the  money 
out  and  give  them  the  money,  or  loan  them  the  money. 

Senator  Norbeck.  Are  you  speaking  of  the  McNarv  bill « 

Mr.  Warner.  Yes. 

Senator  Norbeck.  If  I  understand  the  bill,  the  purpose  of  it  is  to 
create  a  ratio  price,  so  that  the  farmers  mav  get  as  much  for  their 
wheat  in  other  commodities  as  they  did  10  years  ago.  There  was  no 
intention  to  say  that  the  farmer  in  distress  should  have  the  same 
wages  as  he  had  10  ye&rs  ago.  The  purpose  of  the  bill  was  to  put 
them  all  back  on  the  same  basis  they  were  10  years  a,'^.}. 

Mr.  Warner.  I  know  it  is.  ^ 

vSenator  Norbeck.  Is  that  wrong,  that  a  farmer,  even  though  he 
IS  prosperous,  should  be  put  on  a  basis  as  good  as  before,  so  that  he 
could  exchange  the  products  of  his  labor  and  investment  on  the  same 
basis  as  he  did  before  the  war  ? 

Mr.  Warner.  Absolutely  it  would  be;  because  a  farmer,  if  he  intel- 
igently  operates  his  farm,  will  do  it  in  a  diversified  way  and  what  he 
loses  on  one  product  he  will  make  on  the  other,  and  the  averat'e  will 
show  a  piofit.  ° 

rru^^'i^ii ^^^^^^-  ^^  ^^^^^  *^  ^^  y^^  ^^  ^^^  ge^  ^^e  idea  of  the  bill. 
Ihe  biJl  does  not  pretend  to  say  if  you  are  raising  wheat  and  I  am 

raising  wheat,  and  I  lose  money  and  you  are  rich  and  making  monev 
that  you  should  not  get  the  same  benefit.     It  admits  that  that  is 
true.     Ihe  idea  is  to  put  the  purchasing  power  of  the  farmer's  dollar 
or  the  wheat  man  s  dollar  on  the  same  basis  now  proportionatelv  as 
it  was  before  the  war. 

Mr.  Warner.  That  is  what  it  is. 

The  Chairman.  You  could  not  do  that  and  differentiate  between 
one  man  who  is  poor  and  another  who  is  rich. 

Mr.  Warner.  But  back  of  all  this  purpose  that  you  speak  of  is  one 
tiling,  and  that  is  to  benefit  certain  agricultural  sections  that  are  in 
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distress,  and  we  would  never  have  heard  of  this  legislation  if  it  had 
not  been  for  that. 

The  Chairman.  There  would  not  have  been  any  occasion  for  legis- 
lation if  the  condition  had  not  been  brought  about  where  the  farmer's 
dollar  was  below  par. 

Mr.  Warner.  Everybody's  dollar  is  below  par,  for  that  matter. 

The  Chairman.  You  do  not  seem  to  get  the  idea  yet.  It  is  per- 
haps not  quite  right  to  say  below  par,  but  the  farmer's  dollar  in 
purchasing  power  is  below  what  everybody  else's  dollar  is. 

Senator  Norbeck.  Except  salaried  people,  Senator,  whose  salaries 
have  not  been  increased.  Their  dollar  is  also  below  par.  But  take 
labor,  for  instance,  they  are  getting  about  50  per  cent  more  than 
they  did  before  the  war.  They  can  buv  as  much  clothes  and  food 
with  a  day's  labor  as  they  did  before,  but  the  farmer  can  not  buy 
as  much  provisions  with  his  day's  labor  as  he  did  before. 

Mr.  Warner.  It  depends  on  what  farmer  you  refer  to. 

Senator  Norbeck.  Take  the  average,  if  you  please,  including  the 
highest  and  lowest. 

Senator  Johnson.  Why  didn't  you  include  Senators  and  Con- 
gressmen?    They  didn't  Have  any  raise. 

Senator  Norbeck.  We  are  going  to  strike  after  a  while,  Senator. 

Mr.  Warner.  And  I  will  support  you  in  it  if  I  can. 

Well,  we  will  pass  that  point.  The  next  is  that  this  legislation, 
instead  of  reducing  the  acreage  in  wheat  and  therefore  the  surplus, 
which  is  a  hard  thing  to  handle,  apparently,  now,  would  tend  to 
increase  the  acreage  and  therefore  mcrease  the  surplus  and  leave 
us  in  worse  shape  than  we  were  before. 

Senator  Norbeck.  I  think  that  point  is  well  taken,  and  I  think 
there  should  be  some  protection  in  this  bill  against  that  very  thing 

The  Chairman.  Those  who  back  the  bill  claim,  it  seems  to  me  with 
reason,  that  there  is  that  in  the  bill  which  would  do  this:  If  the  sur- 
plus is  greater  this  year,  then  this  scrip  will  be  worth  less,  and  there 
will  be  a  greater  amount  of  loss  that  thev  will  have  to  suffer  and 
everybody  will  know  that.  I  think  that"^  ought  to  be  said.  If  it 
works  Hke  the  proponents  of  the  bill  claim  it  will  work,  it  will  be 
automatic  in  that  respect. 

Mr.  Warner.  Of  course  it  would  be  to  the  benefit  of  the  raisers  of 
that  special  commodity. 

The  Chairman.  Yes;  that  is  right. 

Mr.  Warner.  If  they  could  get,  say,  25  cents  a  bushel  more  for 
their  wheat  by  paying  7  or  8  cents  tax,  they  could  keep  that  up  for  a 
long  while. 

The  Chairman.  It  is  intended  to  keep  it  up.  Personally  it  seems 
to  me  it  has  some  objectionable  features  in  it,  but  the  farmer  has 
found  himself,  as  one  witnesses  has  put  it,  surrounded  by  business 
men  and  industries  that  are  protected,  for  instance,  and  he  has  to  sell 
on  a  market  that  is  not  protected.  Now,  it  is  the  purpose  of  this  bill 
to  raise  him  up  to  a  level  with  the  other  people  that  he  has  to  buy 
from  or  sell  to.     It  is  the  purpose  to  put  them  on  the  same  basis. 

Mr.  Warnp:r.  And  the  great  consuming  public  is  getting  pinched 
from  both  sides.  He  has  to  buy  the  imported  article  and  manu- 
factured article  at  the  higher  price,  and  if  this  legislation  passes  he  has 
got  to  buy  his  breadstuff s  at  an  enhanced  price,  so  that  the  two  of 
them  are  dividing  the  hide  of  the  consumer  between  them. 
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The  Chairman.  The  fact  is,  Mr.  Warner,  and  I  do  not  think  it  can 
be  disputed,  that  as  compared  with  all  other  lines  of  business  and  other 
classes  of  citizens,  the  farmer  is  not  on  the  same  level. 
Mr.  Warner.  I  agree  with  you. 

The  Chairman.  Now,  this  is  to  put  him  on  the  same  level.  We 
have  either  got  to  lift  him  up  or  puU  the  other  fellows  down.  This  is  a 
plan  to  take  him  up.  It  may  be  wrong.  May  be  we  ought  to  devote 
our  energies  entirely  to  putting  the  other  fellows  down  onto  his  level. 
But  that  is  not  the  object  of  the  McNary  bill.  The  McNary  biU  is 
to  lift  the  farmer  up  and  put  him  on  another  level,  more  or  less  arti- 
ficially, it  seems  to  me;  but  it  seems  to  me  if  you  are  going  to  leave 
the  other  fellows  where  they  are  it  is  perfectly  right  to  say,  on  behalf 
of  the  farmer,  you  have  everybody  else  on  an  artificial  basis,  and  you 
have  to  put  him  up  there  too,  and  then  they  will  all  be  on  the  same 
level.  Right  or  wrong,  that  seems  to  me  to  be  the  object  of  the  bill, 
and  everybody  concedes  that  the  farmer  ought  to  be  on  the  same  level 
as  everybody  else. 

Mr.  Warner.  We  agree  on  that  one  point,  but  it  would  tend  to 
increase  the  production  of  the  article  in  question. 

The  Chairman.  Well,  I  don't  know  whether  it  would  or  not.  I 
rather  agree  with  the  advocates  of  the  bill  that  it  is  automatic;  if  it 
increases  it  one  year  it  would  decrease  it  the  next,  because  the  farmer 
himself  has  to  stand  all  that  loss.  The  burden  is  all  put  on  the 
farmer,  and  if  in  wheat,  for  instance,  they  would  expand  and  put  out 
more,  there  would  be  a  greater  export  of  the  wheat,  and  that  means 
that  he  has  got  to  stand  a  greater  loss,  and  they  would  know  that. 
They  would  know  if  they  went  too  far  they  would  have  more  of  a 
loss  to  stand. 

Mr.  Warner.  As  long  as  he  gets  an  additional  amount  for  his 
wheat  and  pays  only  about  a  quarter  as  much  in  tax  he  could  stand 
that. 

The  Chairman.  What  he  will  have  to  pay  as  tax  will  depend  on 
how  much  he  produces.  If  he  produces  too  much  he  will  have  to 
pay  more  tax. 
Mr.  Warner.  You  will  agree  that  the  tendency  is  that  way,  then  ? 
The  Chairman.  I  rather  think  so  myself,  and  I  have  said  so  to 
the  other  members  of  the  committee,  but  I  am  rather  advocating 
the  bill  here  when  its  advocates  are  not  here.  I  think  it  has  a  good 
many  objectionable  features  in  it  myself. 

Ml'.  Warner.  I  should  have  judged  from  the  remarks  I  have  heard 
you  make  that  you  are  a  pretty  good  advocate  of  the  bill  yourself. 

Now,  what  is  back  of  this  bill,  and  what  has  suggested  the  legisla- 
tion— and  it  seems  to  me  that  some  Senators  are  trying  to  sidetrack 
that — is  the  desperate  situation  in  the  Northwest.  Now,  I  claim  for 
this  association  that  this  legislation  would  not  help  his  situation  a  bit. 
There  is  not  anything  in  this  bill  that  invests  either  the  commission 
or  the  corporation  with  any  control  over  these  men  in  the  Northwest, 
provided  it  is  determined  that  they  are  not  farming  in  a  proper  way, 
and  the  benefits  they  get  here  from  this  small  amount  that  tney  pro- 
pose to  raise  would  not  amount  to  anything  at  all. 

The  Chairman.  I  think  you  are  in  erroi ,  Mr.  Warner,  in  saying 
that  this  bill  is  just  to  help  the  Northwest. 

Mr.  Warner.  I  don't  say  that.  I  did  not  say  that.  I  don't  think 
the  record  will  show  that. 
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The  CuAiiiMAN.  I  understood  you  to  say  that  in  substance. 

Mr.  Warner.  I  said  what  has  initiated  this  whole  thing  has  been 
the  situation  in  the  Northwest. 

Senator  Norbeck.  Is  it  altogether  wrong  for  the  Northwest  to 
ask  for  relief  if  they  are  getting  the  worst  of  it  in  the  econcnnic  situ- 
ation 'i 

Mr.  Warner.  No;  but  if  you  want  to  give  them  relief  at  all,  I 
suggest  that  you  do  it  in  such  form  as  wiJl  cure  the  situation. 

Senator  Norbkck.  We  would  be  pleased  to  have  some  construc- 
tive suggestions  from  you  people  that  would  help  the  farmers  to  get 
back  to  a  normal  basis. 

Senator  McKinley.  Don't  you  think  that  the  Norbeck  bill  will 
do  that  ? 

Mr.  Warner.  I  am  very  much  in  favor  of  the  Norbeck  bill.  I 
believe  it  would  work  out. 

The  Chairman.  The  Norbeck  bill,  while  it  is  a  good  thing,  I  think, 
in  certain  localities,  is  not  intended  to  cover  the  whole  country. 
You  must  not  get  away  from  the  fact  that  the  farmer  in  Kansas  and 
Oklahoma  and  Nebraska  and  Missouri  and  Iowa  will  not  be  benefited 
at  all  by  the  Norbeck  bill,  because  it  was  the  intention  of  the  Norbeck 
bill  to  cover  a  section  of  the  country  where  the  farmers  were  even 
in  worse  condition  than  in  those  States  I  have  named,  and  it  is  the 
intention  of  that  bill  to  relieve  them  somewhat.  But  farmers  in  all 
those  localities  are  way  down  below  everybody  else  and  are  not  get- 
ting a  square  deal  and  we  want  to  help  them.  The  Norbeck  bill 
would  not  do  that. 

Mr.  Warner.  You  say  we  should  not  get  away  from  it.  That  is 
just  the  situation  I  want  to  get  away  from,  with  farmers  who  are 
doing  pretty  well. 

The  Chairman.  Well,  where  do  you  find  them  ?  I  have  not  seen 
any  of  them. 

Mr.  Warner.  The  farmers  of  the  Southwest  are  not  calling  for 
help,  or  would  not  be  calling  for  help  if  they  had  not  been  really 
invited  to  call  for  it,  and  legislation  should  not  at  this  time  be  enacted 
that  would  cover  them. 

The  Chairman.  You  think  there  ought  to  be  nothing  done,  then, 
for  general  farming  conditions  by  national  legislation  i 

Mr.  Warner.  Legislation  to  cover  a  crisis,  give  relief  in  case  of  a 
crisis,  or  a  calamity  or  a  catastrophe  is  a  function  of  government, 
I  believe,  and  if  there  is  a  crisis,  a  calamity,  or  a  catastrophe,  then  it 
is  perfectly  proper  for  the  Government  to  give  relief  in  some  form, 
but  there  is  not  anything  of  that  sort  in  the  Southwest.  There  are 
farmers  who  are  not  getting  as  much  as  they  would  like,  and  it  is 
admitted  that  their  wheat  does  not  bring  a  pre-war  purchasing  price, 
but  they  are  not  in  distress. 

Senator  Norbeck.  Now,  just  take  that  one  crop,  for  example  ? 
You  have  just  said  that  wheat  is  not  bringing  its  pre-war  purchasing 
price,  and  that  apphes  to  the  Kansas  farmer  as  much  as  it  does  to 
the  Minnesota  farmer.  If  the  wheat  is  not  bringing  in  purchasing 
power  what  it  did  before  the  war,  and  everything  else  is,  should  he 
not  get  relief  if  it  is  possible  to  give  it  to  him  ? 

Ml".  Warner.  No.     The  rehef  will  come  in  a  natural  way. 
Senator  Norbeck.  That  will  finally  come,  you  think,  without  any 
legislation  ? 
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Mr.  Warner.  Yes,  sir. 

Senator  Norbeck.  When  will  that  come  ? 

Mr.  Warner.  It  will  be  a  pretty  slow  process  now.  If  you  can 
tell  me  when  the  situation  will  be  straightened  out  on  the  other 
side,  I  will  tell  you  when  he  will  get  relief. 

Senator  Norbeck.  The  farmer  will  be  dead  b}^  that  time.  Would 
it  not  have  been  just  as  fair  for  us  to  have  said  that  to  the  manu- 
facturers of  New  England  two  years  ago  ? 

Mr.  Warnet.  Yes;  it  would. 

Senator  Norbeck.  Would  it  not  have  been  just  as  fair  to  say  that 
to  the  laboring  men  when  we  passed  the  Adamson  bill  ? 

Mr.  Warner.  Yes;  it  would. 

Senator  Norbeck.  But  we  didn't  say  it;  did  we? 

Mr.  Warner.  No;  but  three  wrongs  won't  make  a  right. 

Senator  Norbeck.  But  we  should  stand  on  the  two  and  let  the 
farmer  alone  ? 

Mr.  Warner.  I  don't  sa}^  you  should  stand  on  the  two. 

Senator  Norbeck.  What  do  you  suggest  ? 

Senator  Norbeck.  I  don't  want  to  bring  up  the  question  of  tariff 
or  unionism  here,  because  it  is  a  long  subject  and  I  could  talk  on  it 
until  the  end  of  the  week  if  anybody  would  listen  to  me. 

The  Chairman.  It  seems  to  me  you  ought  to,  if  there  is  one,  sug- 
gest the  remedy  to  us.  You  may  be  entirely  right  and  we  may  be 
entirely  A\Tong,  but  if,  as  Senator  Norbeck  has  said,  we  did  pass  a  law 
that  protected  the  manufacturers  and  laboring  men,  protected  the 
producers  of  other  things  besides  as^ricultural  products,  and  efi'ec- 
tively  put  them  on  a  higher  basis,  should  we  repeal  those  laws,  and 
would  that  bring  labor  and  everybody  else  cm  the  same  level  with  the 
farmer  ?     Would  that  be  right  ? 

Mr.  Warner.  Certainly  it  would  be  effective,  but  whether  it  would 
bring  the  desired  relief 

The  Chairman.  Suppose  we  repealed  the  tariff  law  entirely,  or 
the  Adamson  law  and  the  Esch-Cummins  law  to  help  the  railroads, 
just  repealed  all  those  laws.  Would  that  bring  about  a  situation  of 
equalit}^  ? 

Mr.  Warner.  I  don't  think  it  would  bring  about  satisfactory 
results,  but  it  would  bring  about  equality. 

The  Chairman.  That  would  put  everybod}^  on  an  equal  basis? 

Mr.  Warner.  Yes;  it  would.  If  one  was  in  distress  they  would 
all  be  in  distress. 

The  Chairman.  I  just  want  to  get  your  idea.  I  am  not  criticizing 
you. 

Mr.  Warner.  You  asked  me  for  constructive  ideas.  Senator  Nor- 
beck's  bill  comes  the  nearest  to  an  idea  of  a  constructive  plan,  but 
that  does  not  give  any  relief  to-morrow,  for  instance.  I  understand 
this  bill  would  come  nearer  to  it.  I  question  whether  it  would  or 
not,  but  the  purpose  of  it  is  to  do  it. 

Another  thing  I  would  like  to  comment  on  is  that  it  does  aot  effect 
a  cure  of  the  very  situation  which  has  given  rise  to  this  whole  con- 
troversy; that  it  does  not  cure  the  situation  in  the  Northwest.  The 
little  help  it  would  give  on  the  small  amount  of  products  raised  would 
not  benefit  them  to  any  ^reat  extent.  It  would  not  induce  them  to 
change  their  methods.  If  they  are  in  debt  now  it  would  not  help 
them  to  get  out  of  debt.     If  we  had  any  money  to  allocate  to  those 
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in  distress,  then  do  it  to  them  only.  The  fact  that  a  farmer  does  not 
make  the  cost  of  his  produce,  does  not  get  enough  to  cover  the  cost 
of  his  produce  this  year,  does  not  mean  that  it  necessarily  follows  he 
is  in  oistress.  Business  men  all  over  the  country  are  in  the  same 
situation.  There  have  been  years  in  my  own  experience  when  we 
have  made  losses  and  heavy  losses. 

The  Chairman.  Some  time  before  you  quit  I  want  to  ask  you  some 
questions.     You  are  an  exporter  of  grain  ? 

Mr.  Warner.  No.  I  was  in  the  export  business  for  30  years  and 
I  retired  a  year  and  a  half  ago. 

Senator  Norbeck.  Grain  export  ? 

Mr.  Warner.  Yes,  sir;  30  years'  experience  in  the  grain  export 
business. 

Another  point  is  that  this  bill  would  serve  pretty  effectually  to 
extinguish  all  wheat  exporters.  There  is  no  question  about  it. 
Wheat  is  the  biggest  item 

Senator  McNary.  Are  you  speaking  of  Senate  bill  2012  ? 

Mr.  Warner.  I  am  speaking  of  the  McNary-Haugen  bill. 

The  Chairman.  Now,  suppose  it  would  do  that,  which  we  do  not 
believe,  of  course.  Just  for  the  sake  of  argument,  assume  that  it 
would  do  what  those  who  are  behind  it  think  it  would,  namely,  put 
the  farmer  on  an  equal  purchasing  level  that  he  occupied  before  the 
war,  but  that  in  order  to  bring  that  about  it  was  necessary  to  put  the 
exporters  out  of  business,  should  not  that  be  done  ? 

Mr.  Warner.  Absolutely  not. 

The  Chairman.  Why  ?  Why  should  we,  if  a  more  economical  way 
can  be  found,  preserve  the  exporters  in  business  ? 

Mr.  Warner.  You  don't  preserve  them.  The  exporters  have  not 
asked  a  thing  of  the  Government. 

The  Chairman.  You  say  this  will  put  them  out  of  business? 

Mr.  Warner.  Yes;  I  do. 

The  Chairman.  By  putting  somebody  else  in  the  business,  I 
suppose. 

Mr.  Warner.  By  putting  the  Government  in  the  business.  I  say 
the  function  of  Government  is  not  to  do  business,  but  is  to  give  indi- 
viduals an  opportunity  to  do  business,  and  to  prevent  any  other 
person  from  interfering  with  him,  provided  his  business  is  lawful  and 
necessary. 

The  Chairman.  As  between  the  exporter  and  the  agriculturist, 
those  men  who  produce  on  the  farms,  if  we  can  not  put  the  farmer  on 
the  basis  that  he  was  before  the  war  without  putting  the  exporter 
out  of  business,  you  think  we  ought  to  leave  the  exporter  in  business 
and  let  the  farmer  stay  down  where  he  is  now  ? 

Mr.  Warner.  I  don't  assume  that  the  farmer  is  down  where  he  is 
now.  The  farmer  is  doing  pretty  well,  except  in  certain  sections,  and 
perhaps  it  is  due  to  the  farmer's  own  fault  that  he  is  not  doing  well 
in  those  sections. 

Senator  Norbeck.  If  you  will  pardon,  me  Mr.  Chairman,  I  just 
want  to  call  attention  to  one  thing,  and  I  think  this  is  a  good  place 
to  do  it. 

I  took  up  with  the  Census  Bureau  about  a  year  ago  the  question  of 
the  f  armer  s  earnings.  The  reply  to  that  was  that  they  did  not  have 
so  very  much  on  that,  but  the  Agriculturel  Department  has  investi- 
gated very  carefully  for  one  year,  the  year  1910;  they  have  gone  to 
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gone  to  great  length  to  detremine  the  farmer's  gross  and  net  income, 
and  they  reported  that  the  average  income  of  the  farmer  for  the  year 
1916,  which  was  a  very  prosperous  year,  as  you  mil  recall,  because 
Europe  was  at  war,  was  about  $612,  of  which  $212  was  in  cash  and 
$400  was  charged  up  against  them  for  the  privilege  of  living  on  a  farm ; 
that  is,  free  house  rent,  free  garden  stuffs,  and  \diat  was  raised  on  the 
farm. 

I  want  to  ask  you  if  there  is  any  other  class  of  people  anywhere  in 
the  United  States  on  as  low  an  earning  basis  as  that  ? 

Mr.  Warner.  Now,  Senator,  I  am  in  great  sympathy  with  the 
farmer.  I  was  bom  in  the  country.  I  have  worked  on  the  farm  and 
I  know  perfectly  well  what  it  means  to  stand  in  the  barley  field  day 
in  and  day  out  when  the  burrs  are  going  down  your  shirt,  and  if  I  have 
any  prejudice  at  all  it  is  with  the  farmer.  I  know  their  lot  is  pretty 
hard.  But  I  say  this:  It  is  not  the  business  of  the  Government  to 
make  the  farmer  prosperous. 

Senator  Norbeck.  No;  but  I  contend  the  Government  has 
unmade  the  farmer.  They  have  brought  depression  on  him;  there- 
fore the  farmer  has  a  right  to  look  to  the  Government  for  some  kind 
of  relief. 

Mr.  Warner.  Not  by  doing  two  wrongs. 

Senator  Norbeck.  They  are  going  bankrupt  or  are  going  forward  to 
a  normal  basis  of  exchange,  one  or  the  other.  You  may  have  some 
other  plan  that  would  bring  the  same  result.  If  you  have,  I  would  be 
interested. 

Mr.  Warner.  The  only  plan  I  have  is  to  let  this  thing  work  out  of 
its  own  accord.  The  farmer  will  stop  raising  wheat  when  he  can  not 
make  a  living  out  of  it.  I  never  saw  the  farm  that  was  properly 
cultivated  and  worked  but  that  the  farmer  made  a  good  living  for 
himself  and  family  and  had  a  surplus  to  sell.  There  are  farmers  and 
there  are  farmers. 

Senator  Norbeck.  Up  to  a  few  years  ago  I  think  that  was  true.  I 
think  you  are  right. 

Mr.  Warner.  It  is  true  now.  It  is  true  in  the  East.  I  am  not 
familiar  with  the  situation  in  the  West.  I  know  it  is  true  in  the  East: 
I  know  it  is  in  my  own  section  of  New  York,  that  these  farmers  who 
are  farming  intelligently  are  contented  and  prosperous.  Those  who 
are  farming  unintelligently,  who  are  simply  confining  their  efforts  to 
one  crop,  for  instance,  are  in  distress  all  the  time,  and  their  mortgages 
are  getting  larger,  until  they  finally  give  up  and  somebody  else  takes 
their  place.  But  the  old  farmers  who  are  farming  in  an  intelligent 
Avay  are  prosperous  to-day  and  they  are  prosperous  to-morrow,  and 
they  always  will  be  prosperous,  because  there  is  always  going  to  be  a 
demand  for  any  quantity  of  agricultural  products  raised  in  this 
country. 

Senator  Smith.  Does  your  corporation  engage  in  anything  else 
but  grain  export  ? 

Mr.  Warner.  My  corporation  was  engaged  in  grain  export  only. 

Senator  Smith.  You  did  not  diversify  then  ? 

Mr.  Warner.  What  do  you  mean.  Senator? 

Senator  Smith.  You  said  the  farmer,  if  he  found  one  line  of  busi- 
ness was  not  prosperous,  could  go  into  something  else. 

Mr.  Warner.  No;  I  didn't  say  that  the  farmer  could  go  into 
something  else.     Ho  would  stay  in  the  farming  business,  but  would 
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not  stick  to  one  articio  like  wheat,  and  farm  it  yeai*  in  ixnd  year 
Wheat  is  a  lazy  farmer's  product. 

Senator  Smith.  Wliat? 

Mr.  Warner.  It  is  a  lazy  farmer's  product.  You  can  put  it  in  in 
the  spring  and  sit  on  the  fence,  if  vou  are  doing  nothin<^  else  or  use 
your  fliver  until  it  matures  in  the  fall,  »ind  then  it  is  mown  and 
threshed,  and  the  thing  is  all  over  with. 

Senator  Capper.  You  know,  of  course,  that  less  than  10  per  cent 
of  the  total  agricultural  products  of  the  country  consist  of  wheats 

Mr.  Warner.  Yes. 

Senator  Capper.  So  that  the  farmer  is  doing  somethin<r  else 
basides  raising  wheat  year  in  and  year  out.  ^^ 

In  my  State  I  will  say  that  at  least  one-third  of  the  fjirmers  to-day 
are  broke.  That  is,  they  are  holding  on  just  by  sufference  of  the 
bank  and  the  merchants  who  are  their  creditoi-s,  and  thev  are  t^etting 
m  deeper  every  year,  and  that  applies  to  a  lot  of  them  who  are  doine 
something  else  besides  raising  wheat. 

Mr.  W^ARNER.  Diversified  farmers  ? 

Senator  Capper.  Yes.  They  raise  com  and  hogs.  Thev  are  not 
making  any  money  on  hogs  to-dav. 

Mr.  Warner.  May  I  ask  the  "Senator  one  Question  right  here? 
Your  acquaintance  is  pretty  large  among  the  farmers  in  the  West. 
May  I  ask  you  if  a  farmer  is  in  good  health  and  he  farms  continuously 
and  intelligently  and  diversifies,  is  it  a  fact  in  an\'  section  of  which 
you  know  that  the  farmer  is  not  fairly  prosperous  ?  I  mean  if  he 
makes  a  living  he  is  prosperous,  but  if  be  runs  behind  every  year  he 
IS  not  prosperous. 

Senator  Capper.  There  are  a  few  out  in  my  section  of  the  country 
making  a  living.  They  got  land  at  a  very  low  price,  and  thev  have 
been  able  to  hold  on.  Fortunately  they  did  not  load  up,  as  some 
others  did,  with  high-priced  land  and  involve  themselves  in  debt  and 
all  that  sort  of  thing.  But  the  majority  of  the  farmers  in  the  State 
of  Kansas  to-day  have  not  made  a  dollar  in  the  last  few  years  I 
will  say  since  the  war,  since  1920. 

The  Chairman.  That  is  true  of  all  of  them. 

Now,  Mr.  Warner,  you  do  not  contend,  do  you,  as  your  recent 
statement  would  indicate,  that  a  farmer  who  just  makes  a  living  is 
prosperous  ?  Would  you  have  been  satisfied  in  your  export  business 
to  just  make  a  living,  and  didn't  you  make  a  lot  of  money  while  you 
were  in  the  export  business  ? 

Mr.  Warner.  No,  I  didn't  make  a  lot  of  money  and  I  haven't 
got  a  lot  of  money  now. 

The  Chairman.  Well,  you  made  more  than  a  living,  didn't  you« 
Mr.  Warner.  Yes;  I  did. 

The  Chairman.  Well,  don't  you  want  to  make  more  than  a  living'^ 
Mr.  Warner.  Sure  I  do.  ^  * 

The  Chairman.  When  you  say  that  do  you  mean  to  say  that  a 
man  engaged  in  farming  operations,  which  everybody  admits,  not- 
withstanding your  statement  to  the  contrary,  means  working  16 
hours  a  day,  if  he  only  makes  a  living  he  is  prosperous  ? 

Mr.  Warner.  In  the  first  place.  Senator,  I  came  from  a  farming 
community,  and  I  know  the  hard  lot  that  the  farmers  have.  During 
certain  times  of  the  year  they  do  work  16  hours  a  day,  but  not  all  the 
year  round. 
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The  Chairmax.  The  diversified  farmer  does  it  nearly  all  the  year 
around. 

Mr.  WvRNER.  I  know  that  farmers  are  accumulating  something 
all  the  time.  Well,  not  all  the  time  any  more  than  anyone  that  is  in 
industry  does,  but  they  are  getting  ahead  every  four  or  five  years. 
A  good  farmer  will  do  that  and  a  good  business  man  does  not  always 
make  money. 

There  is  not  any  industry  tliat  I  know  of,  certainly  none  that  I 
have  over  been  engaged  in — the  only  one  tliat  I  have  ever  been 
engaged  in,  and  that  was  the  grain  business — where  profits  were  made 
every  year.  I  have  been  so  sick  of  the  export  business  sometimes, 
20  years  ago,  that  I  would  have  given  anything  if  I  was  out  of  it  in- 
stead of  in  it,  and  ]>ccause  my  capital  did  not  return  anything  at  all. 

S<>nator  McNaky.  How  many  concerns  in  the  country  are  engaged 
in  the  grain  expoi-t  business  I 

Mr.  Warxer.  In  the  North  American  Export  Grain  Association — 
that  is  the  association  1  am  representing  here  to-day  -we  had  52  a 
year  ago.     There  are  now,  I  think,  about  seven  less. 

Senator  Ladd.  Fifty-tvv'o  firms  i 

Senator  McNary.  Firms  or  individuals. 

Mr.  Warner.  Firms  or  corporations.  I  think  there  are  about  45 
now.  Business  has  not  been  sufficiently  attractive,  and  some  of  them 
got  out  of  it.  I  think  there  are  about  45  export  associations,  export 
corporations  or  firms  or  individuals,  in  the  association. 

Senator  M(  Nary.  How  many  outside  that  are  engaged  in  the  same 
line  of  work '( 

Mr.  Warner.  I  don't  think  there  are  any  that  are  whoUy  engaged 
in  the  export  })usiness. 

Senator  McNary'.  Then  you  think  that  the  enactment  of  this  bill 
would  put  45  export  firms  or  corporations  out  of  business  % 

Mr.  Warner.  I  would  not  want  to  say  that:  but  so  far  as  export 
concerns  who  are  mainly  iiandling  American  grain,  it  certainly  would. 
Our  exporters  here  are  handling  all  the  wheat  in  North  America.  If 
you  were  to  ask  me  the  question,  if  the  enactment  of  this  bill  would 
put  American  exporters  out  of  business  who  handle  only  American 
wheat,  I  should  sav  yes. 

Senator  McNary.  How  many  are  engaged  in  that  line  of  work  ? 

Mr.  Warner.  I  could  not  answ^er  that  question. 

Senator  McNary.  Well,  less  than  45  ? 

Mr.  Warner.  Less  than  45. 

Senator  McNary.  Yes;  you  say  there  are  45  concerns  which  are 
handling  export  grain  \ 
.  Mr.  W^ARNER.  Yes. 

Senator  McNary.  But  there  are  only  a  few  of  them  that  are  han- 
dling exclusively  American  grain  ? 

Mr.  Warner.  Yes,  sir. 

Senator  McNary.  And  those  would  be  crippled,  in  your  opinion  ? 

Mr.  Warner.  Unquestionably. 

Senator  McNary.  Well,  how  many  are  there?  That  is  what  I 
want  to  know. 

Mr.  Warner.  I  could  not  answer  that  question. 

Senator  McNary.  Take  all  the  45  concerns.  How  many  people 
are  engaged  in  that  activity,  including  those  interested  financially 
and  those  in  the  capacity  of  employees  ? 
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Mr.  Warner.  How  many  ? 

Senator  McNary.  How  many  people  are  employed  by  those  45 
concerns?  ^    '^         j^o^ix 

Mr.  Warner.  You  mean  how  many  men  get  their  living  out  of  the 
export  busmess? 

Senator  McNary.  Yes. 

Mr.  Warner.  I  could  not  answer  that  question,  but  I  am  willing 
to  admit,  because  I  thmk  your  question  is  leading  up  to  that,  that  the 
number  of  people  engaged  in  the  export  business  directly  is  much 
smaller  than  m  the  farming  industry. 

Senator  Norbeck.  I  think  the  witness  would  be  glad  to  help  the 
conmuttee  here  on  some  information.  For  my  part  I  am  quite 
anxious  to  know  how  many  people  would  be  affected  by  this  matter 
Ui  course  we  do  not  expect  that  anyone  can  come  in  here  and  say  just 
now  many  people  get  their  living  out  of  the  export  business,  but  you 
could  give  us  a  much  better  idea,  I  am  sure,  than  any  member  of  the 
committee  has.     Could  you  give  us  some  idea  of  the  average  number 

tS^^?x/  employed  by  these  exporting  concerns  ? 

Mr.  Warner.  It  is  pretty  difficult  to  answer  that  question,  Senator 

Senator  Norbeck.  Would  there  be  a  hundred  people  or  a  dozen 

people  f  ir       r 

Mr.  Warner  All  the  people  that  are  engaged  in  the  handling  of 
gram  between  the  time  it  is  produced  and  the  time  it  is  consumed  are 
connected  with  one  or  the  other  of  those  interests.  They  may  be 
transportation  people.     You  can  not  tell  where 

Senator  Norbeck.  There  will  be  just  as  much  transportation  and 
just  as  much  consumption,  and  of  course  there  will  be  just  as  much 
exportmg,  as  I  understand  it.  The  only  work  the  Government  would 
consider  taking  over  would  be  the  exporting,  and  I  am  not  so  sure 

\J  ^w     ^^^       ^^^  through  the  existing  agencies. 

Mr.  Warner.  I  am  sure  it  would  have  the  same  effect  whether 
they  did  or  not.     The^  would  control  it. 

The  Chairman.  So  far  as  the  employees  are  concerned,  unless  they 
are  employing  too  many,  if  this  bill  were  enacted  into  law,  confining 
It  to  wheat  for  illustration,  wheat  would  have  to  be  transported  just 
the  same  as  it  is  now;  it  would  have  to  be  sent  across  the  water  just 
the  same  as  it  is  now;  there  would  have  to  be  enough  men  engat^ed  in 

lu^  ?^m1^^^^  ^^?  ^^^^^  ^^^  ^^^^  ^i^^g  out  of  it,  no  matter  whether 
this  bill  IS  passed  or  is  not.  It  seems  to  me  for  practical  purposes  if  it 
would  put  anybody  out  of  business  it  would  be  only  those  at  the  heads 
of  hrms,  the  firms  themselves.  The  employees  would  still  be  working 
in  the  business,  but  perhaps  for  somebody  else.  So  that  the  number 
of  people  It  would  put  out  of  business  would  be,  as  I  understand  youi- 
testimony,  less  than  45  concerns. 

Mr.  Warner.  Concerns,  yes. 

The  Chairman.  And  their  emplovees  would  still  be  working  for 
somebody  else  that  would  be  doing  the  same  business. 

Mr.  Warner.  You  do  not  measure  the  responsibility  of  Govern- 
°^  T?u  ^^"^^^"^^^^als  or  corporations  or  associations  by  their  numbers  « 

The  Chairman.  Oh,  no.  We  are  only  trying  to  get  the  facts  As 
a  principle,  we  are  not  backing  that  at  all.  You  have  a  perfect 
right  to  say  if  there  is  one  man  doing  business  here  he  lias  a  perfect 
right  to  believe  that  the  Government  will  protect  him  in  his  business 
no  matter  if  it  beats  a  million  other  people  down  to  the  ground  You 
can  advocate  that  if  the  principle  is  wrong. 
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Mr.  Warner.  I  don't  ask  you  to  do  anything  of  that  sort. 

Senator  Norbeck.  Being  anxious  to  get  at  something  definite, 
may  I  ask  the  witness — he  has  evidently  been  a  successful  man — 
30  years  in  the  business — something  about  the  number  of  people  that 
he  employed  and  the  line  of  goods  that  he  handled.  Maybe  that 
would  give  us  a  basis. 

Mr.  Warner.  The  export  business  direct,  if  one  is  in  the  export 
business  only  and  is  not  at  the  same  time  receiving — more  and  more 
exporters  are  becoming  receivers  and  accumulators  from  the  west. 
They  bring  it  forward  themselves  and  accumulate  it  at  the  seaboard 
and  then  from  there  export  it.  They  are  at  both  ends,  receiving  and 
exporting.     Previously  the  exporter  did  only  the  exporting  end. 

Senator  Norbeck.  Previously  ?  About  how  many  years  back, 
for  instance  ? 

Mr.  Warner.  I  should  say  ten  years. 

Senator  Norbeck.  Would  it  be  fair  now — and  1  don't  want  to  ask 
you  a  question  that  is  not  fair — ^would  it  be  fair  to  ask  you  how  many 
people  you  employed  ten  years  ago  in  your  business  ? 

Mr.  Warner.  From  six  to  eight  in  the  export  business  alone,  and 
ours  was  a  very  small  concern,  Senator.  Those  houses  who  receive 
grain  employ  a  great  many  more.  I  will  admit,  for  the  sake  of 
argument,  that  the  number  of  employees  in  the  employ  of  exporting 
houses,  the  whole  number,  is  comparatively  small.  But  what  I  am 
driving  at  is  this— what  I  am  trying  to  put  before  you  is  this.  That 
this  legislation,  if  it  was  ever  enacted,  would  not  accomplish  what 
it  sets  out  to  do.  It  would  not  improve  the  situation  where  you,  I 
take  it,  wish  to  have  the  situation  improved.  It  would  not  reduce 
the  growing  of  wheat,  and  therefore  it  would  not  reduce  the  amount 
of  the  surplus,  which  is  an  awkward  thing  to  handle  now,  or  at 
least  some  people  seem  to  think  it  is  awkward,  and  it  would  effec- 
tively drive  out  the  export  interests. 

Senator  Norbeck.  But  you  are  suggesting  now  that  the  trouble 
with  the  farmer  is  that  he  does  not  farm  intelligently.  In  other 
words,  he  produces  a  surplus. 

Mr.  Warner.  I  know  that  most  farmers  do  farm  intelligently,  and 
that  is  why  they  are  getting  along  over  a  term  of  years. 

Senator  Norbeck.  Are  not  those  in  distress  ? 

Mr.  Warner.  They  are,  some  of  them,  unquestionably. 

Senator  Norbeck.  Do  vou  consider  it  is  sensible  for  a  farmer  to 
produce  wheat  that  is  to  be  sold  at  a  loss  on  the  foreign  market  'i 

Mr.  Warner.  No. 

Senator  Norbeck.  You  think  he  ought  to  quit  that,  don't  you? 

Mr.  Warner.  He  ought  to  so  conduct  his  operations  on  the  farm 
as  to  make  farming  profitable.  I  don't  care  where  he  sells  the 
products  of  his  farm;  he  ought  to  operate  on  that  basis. 

Senator  Norbeck.  In  other  words,  with  the  present  tariff  we  are 
all  agreed,  I  think,  that  the  price  of  wheat  would  be  much  better  if 
It  was  not  for  the  exportable  surplus  ?  If  we  had  no  surplus  to  export 
our  prevaihng  price  would  be  higher,  would  it  not? 

Mr.  Warner.  It  would  tend  that  way.  I  don't  know  whether  it 
would  or  not. 

Senator  Norbeck.  Then  it  would  be  a  matter  of  intelligent  action 
on  the  part  of  the  farmer  to  diversify  in  such  a  way  that  we  would  not 
have  that  surplus  to  export  ? 
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Mr.  Warner.  Decidedly. 

Senator  Norbeck.  But  that  would  also  put  the  exporter  out  of 
business,  and  that  is  the  thing  you  object  to. 

Mr.  Warner.  I  don't  believe  that  the  farmer  would  ever  do  that. 

Senator  Norbeck.  No.     That  is  what  I  think. 

Mr.  Warner.  When  I  am  speaking  of  farmers,  I  speak  of  all 
farmers.  There  are  farmers  in  the  Northwest  who  are  confining  their 
agricultural  operations  to  one  product,  and  that  is  wheat,  and  they 
raise  only  five  to  six  bushels  to  the  acre,  and  that  is  conclusive  evi- 
dence that  they  should  go  out  of  that  business.  But  that  would  not 
take  away  the  surplus.  There  are  other  parts  of  the  country  that 
would  raise  a  larger  surplus  or  would  raise  a  surplus  that  would  cover 
that.  There  would  be  a  surplus.  Just  as  long  as  a  surplus  is  profit- 
able it  will  be  raised,  and  just  as  soon  as  the  surplus  is  not  profitable 
by  inteUigent  farmers  it  will  not  be  raised. 

The  Chairman.  If  the  surplus  is  what  is  causing  the  trouble  in 
the  wheat  bu^inesy— and  I  think  that  is  conceded  -if  intelligent 
farming  it^:elf  in  the  wheat  business  would  prevent  the  surplus,  that 
would  mean  that  the  remedy  for  the  farmer  is  that  he  must  not 
produce  so  much  wheat  and'  produce  somethmg  else.  That  would 
be  mteiligent  farming,  and  that  would  put  the  exporters  out  of  busi- 
ness just  the  sixme. 

Mr.  Warner.  I  don't  say  that  uitelligent  farming  would  prevent 
a  surplus.  I  don't  think  tliat  the  records  will  show  that.  I  sav  that 
intelligent  farming  in  those  places  where  wheat  does  not  pay  and  in 
the  production  of  which  they  make  a  loss,  wheat  should  be  cut  out 
from  the  operations  of  that  farm,  but  there  are  farmers  in  other 
sections  of  the  country  where  wheat  is  the  profitable  product,  and 
there  would  always  be  a  surplus  as  long  as  it  is  profitable  to  raise 
wheat. 

The  Chairman.  W^ill  you  tell  us  where,  last  year,  they  produced 
wheat  at  a  profit  ?  Wliat  sections  of  the  country  have  produced  it 
this  ye&r  at  a  profit  ? 

Mr.  Warner.  The  sections  in  the  Southwest  have  not  been  com- 
plaining, or  did  not  until  recently  complain  of  the  trouble  as  to  their 
farm  products. 

The  Chairman.  Then  the  testimony  before  this  committee  is  all 
vrrong,  because  they  have  complained  here  from  all  over  the  country. 

Mr.  Warner.  It  is  true  your  conunittee  has  only  been  sitting,  I 
think,  since  the  first  of  the  year. 

Senator  McNary.  May  I  ask  do  you  mean  by  the  Southwest- 
Texas,  New  Mexico,  and  Arizona  ?      ' 

Mr.  Warner.  I  refer  to  the  great  cereal  growing  States  like 
Missouri  and  Kansas  and  Illinois  and  Indiana. 

The  Chairman.  They  have  not  produced  wheat  this  year  at  a 
profit  in  those  States. 

Mr.  Warner.  But  they  were  not  callmg  for  help  until  they  were 
invited  to  come  up  and  fall  in  line. 

The  Chairman.  I  don't  know  how  they  were  invited,  but  the 
testimony  given  before  us  here  all  indicates  that  they  have  been 
producing  at  a  loss. 

Mr.  Warner.  That  happens.  I  have  seen  times  in  the  central 
part  of  this  country  when  they  didn't  raise  enough  wheat  to  pay  to 
harvest  it  at  all. 
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The  Chairman.  Oh,  yes;  I  think  that  is  true. 

Mr.  W.UINER.  But  they  made  enough  ofl^  of  other  things  on  the  farm 
to  offset  that.  They  did  not  cry  for  any  help,  did  they  ?  They  did 
not  say  they  were  in  distress,  because  they  knew  next  year  Providence 
would  show  more  bounty  and  they  would  even  up  in  the  long  run. 

I  am  in  sympathy  with  the  people  of  the  Northwest;  that  is  to  say, 
the  deserving  pe(jple.  If  there  are  farmei*s  up  there  in  distress,  not 
througli  their  own  fault,  I  am  in  sympathy  with  them,  and  that  is  the 
reason  I  have  not  made  any  protest  against  an}'  legitimate  relief  that 
could  be  given  to  that  class  of  farmers,  hut  those  fellows  that  go  in 
there  and  take  up  land,  not  adapted  to  farming,  perhaps  druggists 
or  merchants  or  anything  else  except  fanners,  don't  make  a  success  of 
farming,  and  no  legislation  can  make  farmers  out  of  them. 

Senator  Norbeck.  That  class  of  farmers  only  lasted  two  seasons, 
and  they  are  all  gone  now. 

Senator  Ladd.  Are  you  familiar  with  the  farmers  in  the  Northwest  i 

Mr.  Warner.  No.     I  have  read  a  good  bit  about  them. 

Senator  Laud.  You  have  never  been  there? 

Mr.  Warner.  I  have  been  in  the  Northwest. 

Senator  Ladd.  How  much  studying  have  you  done  in  the  North- 
west about  farming? 

Mr.  Warner.  None  about  farming.  Don't  miscontrue  my  state- 
ment. What  I  say  is — and  I  have  read  this  from  a  report  made  I 
think  from  the  Federal  reserve  ])ank  at  Minneapolis  by  one  of  its 
vice  presidents 

Senator  Ladd.  1  would  not  accept  it. 

Mr.  Warner.  You  would  not  accept  it? 

Senator  Ladd.  No;  for  I  know  them  too  well. 

Mr.  Warner.  Well,  I  accepted  it,  and  until  I  know  to  the  con- 
trary I  will  accept  it. 

Senator  Ladd.  There  is  a  lot  of  propaganda  sent  out  through  the 
country. 

Mr.  Warner.  I  don't  see  any  reason  for  the  Federal  reserve  banks 
to  send  out  propaganda. 

Senator  Ladd.  They  don't  send  out  men  always  who  are  familiar 
with  the  conditions. 

Mr.  Warner.  If  you  will  tell  me  that  there  are  no  farmers  in  the 
Northwest  that  show  an  income  I  shall  believe  it  until  I  can  prove 
to  the  contrary. 

Senator  Ladd.  I  will  admit  there  are  individuals  in  your  State,  in 
New  York.  I  have  lived  in  New  York.  I  have  worked  with  the 
farmers  of  New  York  State.  I  have  been  your  State  chemist  in  New^ 
York  State.  I  have  been  on  your  State  work.  I  know  something 
of  the  farmers  there  and  know  what  they  have  been  doing. 

Mr.  Warner.  You  asked  me  the  question  if  I  knew  individuals  up 
there  who  were  such  people  as  I  have  outlined,  and  1  told  you  I  did 
not,  but  I  told  you  where  I  got  my  information. 

Senator  Ladd.  And  you  were  emphasizing  it  as  though  there  were 
not  many  of  them  who  were  not  that  way. 

Mr.  Warner.  I  did  not  mean  it  that  way.  If  you  got  that  im- 
pression, it  is  wrong. 

My  sympathy  is  with  the  farmers.  I  have  got  more  relatives,  and 
they  date  back  to  before  the  Revolution,  who  are  in  the  funning  in- 
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dustry  than  in  anything  else.  Of  coui*se  there  was  a  time  here  when 
you  could  not  get  into  any  other  kind  of  industry.  But  if  my  sym- 
pathies are  with  anyhody  they  are  with  the  farmmg  industry.  I  get 
up  into  the  country  as  often  as  I  can.  I  hobnob  with  people  living 
on  farms.  I  was  at  the  house,  within  six  months,  of  the  time  I  was 
born.  I  have  got  it  yet.  There  is  nothing  I  enjoy  more  than  to  go 
up  and  talk  to  those  farmers,  and  I  can  see  how  the  drift  is  there. 
There  are  farmers  and  farmers.  There  are  farmers  who  do  not  want 
any  help  to  get  along,  who  make  a  profit  not  every  year  but  every 
two  or  three  years.  Their  profits  are  continually  accumulating. 
There  are  other  farmers  who  go  to  pieces  in  one  year.  They  are  going 
to  pieces  all  the  time.  Their  fences  are  going  down,  their  buildings 
going  to  rack  and  ruin,  and  their  farms  and  their  stock  and  crops 
are  mortgaged.  You  could  not  help  that  kind  of  people  by  legisla- 
tion. If  you  did  legislate  to  help  them,  they  would  simply  lie  down 
and  take  what  they  got  and  would  not  give  anything  in  return.  1 
think  the  effect  of  this  bill  would  be  to  help  those  who  are  not  in  need. 
The  people  up  in  the  Northwest  you  say  are  in  need,  but  they  would 
not  get  much  benefit  under  this  oill. 

Senator  Norbeck.  Let  me  ask  you  this:  You  will  admit  that  many 
farm  products,  like  pork,  beef,  and  wheat,  that  are  staples  in  the 
Northwest,  are  below  the  pre-war  prices  in  their  exchange  value.  It 
takes  more  bushels  of  wheat  to  buy  a  wagon  or  a  suit  of  clothes  than 
it  did  before  the  war,  etc.  You  will  admit  that  ? 
Mr.  Warner.  Yes;  certainly. 

Senator  Norbeck.  Would  it  be  charity  or  relief  to  put  them  back 
on  the  same  basis  as  they  were  before  ?     Would  that  oe  too  high  ? 

Mr.  Warner.  If  I  only  had  this  whole  industrial  situation  to  solve 
myself  I  would  do  it  by  putting  everybody  on  the  same  basis.     I  would 
put  labor  on  the  same  basis  and  I  would  put  manufacturers  on  the 
same  basis,  but  that  is  not  the  question  that  comes  up  here. 
The  Chairman.  If  that  will  solve  it,  that  is  what  we  want. 
Senator  Norbeck.  That  is  all  we  want. 

The  Chairman.  We  want  to  get  your  idea  as  to  how  to  solve  it. 
It  comes  back  to  the  question  I  asked  you  a  while  ago,  and  I  was 
just  trying  to  get  your  idea.  If  that  is  the  solution  of  it,  then  what 
we  ought  to  do  is,  instead  of  passing  a  law  to  get  the  farmer  up  on  a 
higher  basis,  to  repeal  a  whole  lot  of  Taws  that  would  put  the  railroads 
and  manufacturers  and  business  men  and  laboring  men  all  down  on 
the  fanner's  basis? 

Mr.  Warner.  I  don't  know  whether  they  would  have  to  be  down 
or  not  ? 

The  Chairman.  That  is  the  remedy  you  would  suggest? 
Mr.  Warner.  That  would  be  the  ultimate  remedy;  yes.     I  am  an 
absolute  free  trader,  but  I  don't  believe  free  trade  could  be  estab- 
lished to-morrow,  next  week,  or  next  year. 

The  Chairman.  Tell  us  how  you  would  establish  it.  Which  would 
you  repeal  first  of  those  laws,  u  you  were  going  to  commence  to  put 
other  people  down  on  the  basis  of  the  farmer.  Where  would  you 
start?     Give  us  a  constructive  idea. 

Mr.  Warner.  We  will  say  that  the  farmer  is  in  a  very  low  con- 
dition now.  I  would  not  put  everj^body  down,  but  I  would  remove 
all  artificial  stimulus. 
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The  Chairman.  Exactly.  A  lot  of  other  people  have  that  idea. 
I  am  not  criticizing  you  for  having  it,  but  if  that  is  to  be  our  remedy, 
and  we  could  not  do  it  all  at  once,  tell  us  how  we  ought  to  do  it,  which 
we  ought  to  do  first  ? 

Mr.  Warner.  To  reduce  from  a  high  tariff  schedule  to  a  free  trade 
schedule  is  a  matter  of  some  study  and  it  would  take  some  time  to 
put  into  effect. 

The  Chairman.  Would  you  first  commence  by  reducing  the  tariff, 
and  would  you  do  it  by  piecemeal,  or  w^ould  you  do  it  all  at  once  if 
you  tackled  the  tariff? 

Mr.  Warner.  I  would  do  it  by  piecemeal.  It  would  shock  things 
too  much  to  do  it  otherwise. 

Senator  Norbeck.  We  have  shoes  on  the  free  list.  They  are  very 
high  priced  still.  It  takes  more  wheat  to  buy  shoes  than  it  did 
before  ? 

Mr.  Warner.  But  you  have  not  got  labor  on  the  free  list. 
Senator  Norbeck.  No;  we  are  speaking  of  the  tariff  now.     There- 
fore, the  tariff  does  not  seem  to  affect  the  price  of  shoes,  for  instance. 
Mr.  Warner.  I  am  not  familiar  with  the  tariff'  on  all  imported 
articles,  })ut  if  there  is  no  tariff  on  shoes  there  is  a  tariff  on  hides,  is 
there  not.  Senator  ? 

Senator  Norbeck.  No;  there  is  no  tariff  on  hides. 
Senator  McNary.  Yes. 

Senator  Norbeck.  Is  there?     I  don't  think  so. 
The  Chairman.  Let  us  get  to  a  concrete  proposition.     W^ould  you 
advise  the  repeal  of  the  law  restricting  immigration  i 

Mr.  Warner.  I  would  advise  you  to  change  it  to  let  every  able- 
bodied  man  on  the  other  side  who  wanted  to  come  in  come  in — not 
the  old  and  decrepit  and  unhealthy,  but  evervbody  who  can  con- 
tribute something  to  the  upbuilding  of  this  country,  1  should  say  let 
him  come  in.  Every  such  man  is  an  asset.  Every  able-bodied  man 
is  an  asset  and  not  a  liability. 

The  Chairman.  Now,  let  us  allow  this  witness  to  conclude,  if  he 
can,  because  there  are  a  lot  of  witnesses  here,  and  we  are  taking  up 
too  much  of  his  time. 

Mr.  Warner.  I  am  taking  up  too  much  time  myself. 
wSenator  Norbeck.  You  are  doing  fine. 

Mr.  Warner.  Here  is  something  that  came  to  me  from  another  part 
of  the  Capitol.  It  is  a  pamphlet  that  has  been  put  out  by  the  Amer- 
ican Wheat  Growers  Associated.  It  supports  this  bill.  That  organi- 
zation has  headquarters  at  Minneapolis,  Minn.,  and  it  has  a  temporary 
ofTice  down  here  in  Washington.  I  don't  know  what  they  do  down 
here  m  Washington.  I  am  sure  there  is  not  much  of  a  market  here 
for  gram,  nor  is  there  much  of  an  export  market  here  for  grain,  but 
their  temporary  offices  are  at  Franklin  Square,  Washington.  Here 
are  some  questions  answered.  I  take  it  that  perhaps  they  have  been 
here  already,  and  maybe  this  has  gone  in  the  record. 

Senator  McNary.  Yes.  I  had  it  inserted  in  the  record  two  or  three 
weeks  ago. 

Mr.  Warner.  I  just  wanted  to  comment  on  the  questions  and  the 
answers  thereto. 

Is  this  Government  price-fixing? 

Not  in  any  respect.     It  is  merely  a  reverse  application  of  the"  tariff  principle 
making  that  principle  apply  to  what  the  farmer  has  to  sell  as  well  as  what  he 
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luiitst  buy.  His  export  business  would  be  handled  exactly  as  is  that  of  the  organ- 
ized manufacturing  interest  which  disposes  of  its  surplus  production  on  export 
markets  at  prices  below  those  obtaining  in  this  country  in  order  to  maintam 
production  and  protect  the  domestic  market  from  a  surplus. 

Now.  I  do  not  want  to  say  tluit  there  is  anybody  that  is  deliberately 
misiepresentin*;  there,  but  they  are  not  parallel  cases  at  all.  In  the 
manufacturing  interests  no  manufacturer  for  any  length  of  time  ships 
anything  out  of  the  country  upon  which  there  is  no  profit.  There 
would  be  no  sense  in  it,  because  he  could  simply  stop  his  factory  from 
manufacturing.  But  he  does  make  a  lower  price  for  export  than  he 
(loes  for  domestic  purposes,  but  all  of  it  shows  a  profit  to  him. 

Now,  so  far  as  grain  is  concerned,  it  is  sent  out  of  the  country,  and 
there  is  a  deliberate  loss  on  it.  That  loss  is  made  up  in  a  very  ingenious 
way  by  tt^xing  the  farmer  who  has  previously  sold  it  at  an  enhanced 
price.    It  is  not  a  parallel  case. 

The  Chairman.  Before  you  leave  that,  you  made  a  very  interest- 
ing statement  there,  and  I  want  to  see  if  it  is  true. 

The  manufacturer  sells  his  export  product  at  a  much  lower  rate 
than  he  does  the  domestic  product,  but  still  he  sells  it  in  export  trade 
at  a  sufficiently  high  price  to  make  a  profit  on  it  ( 

Mr.  Warner.  Yes,  sir. 

The  Chairman.  Do  you  think  that  is  true  of  all  manufacturmg 
business  when  they  follow  that  kind  of  a  policy  i 

Mr.  Warner.  I  do. 

The  Chairman.  Now,  then,  it  becomes  interesting  at  once  to  know 
whether  the\  made  a  sufficient  profit  on  what  they  export  that  if  the 
same  profit*  were  appHed  to  that  which  they  sell  in  the  domestic 
market,  thev  would  still  have  a  sufficient  profit  on  which  to  do  busi- 
ness ?  Do  thev  make  enough  profit  on  the  export  part  of  their  trade 
so  that  if  that  were  applied  to  their  entire  business  they  would  make 
a  profits     Do  vou  get  the  idea 'if 

Air.  Warner.  Yes.  ()f  course  you  know,  vSenator,  I  could  not 
answer  your  question  very  inteUigently,  because  the  liigh  price  that 
is  obtained  in  America  unquestionably  has  to  do  with  the  high  wages 
paid  in  America.  I  do  not  know  what  the  relation  of  the  wage  to  the 
domestic  price  is,  but  I  do  know  that  that  is  the  situation,  that  the 
domestic  price  is  higher  than  the  export  price,  but  both  are  profitable 
to  the  manufacturer.  .  . 

The  Chairman.  Is  there  any  doubt  of  this  proposition^  this 
statement  vou  make  I  am  not  so  much  interested  in  on  this  bill  as  1 
am  on  the  general  subject  of  tariff.  Is  tliere  any  doubt  that  the 
manufacturer  in  his  export  business,  although  he  sells  at  a  lower 
price,  still  sells  it  at  a  profits  ,  i         i 

Mr.  Warner.  There  would  be  no  object  in  liis  sending  it  abroad 
at  a  loss,  i  le  can  curtail  manufacture,  and  you  can  not  curtail  the 
raising  of  crops.  He  would  be  a  subject  for  a  lunatic  asylum  if  he 
sent  anything  abroad  at  a  dehberate  loss. 

Senator  Norbeck.  Is  it  not  sometimes  done  to  get  rid  ol  a  small 
accumulation,  to  clean  up  for  the  coming  year's  business^ 

Mr.  Warner.  It  might  be,  but  that  wouhl  be  simply  tor  a  special 

reason.  ,       ,  ,       ,.  t 

The  C^hairman.  Yes:  but  that  would  not  be  the  general  policy.     I 

am  not  speaking  of  those  instances  that  might  happen  on  the  doinestic 

market,  that  he  would  sell  at  a  price  to  get  rid  of  it.     That  is  not 
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the  general  policy,  and  it  is  the  general  policy  that  you  are  speaking 
of  now. 

Mr.  Warner.  Exactly.  Of  course,  an  exporter  would  not  keep 
on  manufacturing  an  article  any  length  of  time  at  a  loss.  He  can 
shut  down.     The  farmer  can  not  do  that. 

The  Chairman.  Manufacturei-s  as  a  permanent  policy  sell  for  less 
abroad  than  they  do  at  home.     They  do  that  right  akmg. 

Mr.  Warner.  Surely. 

The  ('hairman.  That  is  what  1  wanted  to  get  at. 

Mr.  Warner.  I  was  reading  an  article— I  don't  know  whether  it 
was  in  a  paper  or  a  book-  showing  that  you  could  ship  stuff  abroad 
and  bring  it  back  here,  lay  it  down  on  the  dock  here  cheaper  than 
you  could  buy  it  in  this  country.  It  was  Mr.  Bryan  who  made  the 
statement  that  an  article  sold  in  tliis  country  that  had  gone  abroad 
to  the  other  side  could  be  brought  back  here  and  sold  for  in  this 
country  for  $17  less  than  it  could  be  bought  in  this  country.  I  don't 
know  what  the  article  was.  but  he  could  })uy  it  that  much  cheaoer 
abroad  than  he  could  buy  that  same  article  at  retail  here  in  tnis 
market. 

The  Chairman.  I  beheve  that  has  actually  taken  place  sometimes. 

Mr.  Warner.  Now,  here  is  another  question  which  is  so  self- 
apparent  that  I  wonder  that  they  ever  allowed  it  to  get  into  print: 

Will  it  increase  production? 

It  will  not  increase  production  because  the  tax  will  be  an  ever  present  argument 
to  all  farmers  of  the  evil  of  growing  an  excessive  surplus.  And  it  is  obvious  that 
the  greater  the  exportable  surplus,  the  higher  the  tax,  and  the  less  the  net  result. 

Now,  1  don't  know,  but  I  tried  to  develop  the  question  a  moment 
ago  that  they  woukl  raise  so  much  that  the  additional  amount  gained 
from  the  ratio  price  as  it  is  called  in  the  bill  would  exceed  the  tax. 
I  don't  know  whether  you  got  me  or  not. 

Senator  Norbeck.  Yes;  I  think  we  understand. 

The  Chairman.  I  think  we  got  it. 

Mr.  Warner.  As  long  as  the  farmers  can  produce  at  a  price  that 
is  more  than  they  will  have  to  rebate  back  to  cover  the  loss  they  will 
produce.  It  would  seem  to  me  so  simple  that  one  could  hardly  have 
the  nerve  to  put  that  in  print. 

Senator  McNary.  Assuming  that  to  be  true,  would  that  materially 
increase  the  acreage  of  wheat  production  throughout  the  country  ? 

Mr.  Warner.  Would  it  increase  the  acreage  if   • 

Senator  McNary.  Yes. 

Mr.  Warner.  It  would  tend  to  do  it.  They  increase  their  wheat 
acreage  only  when  they  can  make  more  profit  by  raising  wheat  than 
they  could  other  articles,  on  stock  juid  other  things  they  raise  on  the 
farm. 

The  Chairman.  It  seems  to  me  that  would  be  true,  although  I 
do  not  think  it  would  proabably  be  very  miiterial  After  all,  the  total 
increase  could  not  exceed  the  tariff  level.  They  ccmld  not  go  anv 
higher  than  that.     That  you  would  concede,  would  you  not  ( 

Mr.  Warner.  Yes,  sir. 

Senator  Smith.  Then  the  excess  or  surplus,  if  they  increased  it  s<» 
greatly  that  the  amount  exported  woulof  tend  to  lower  the  foreign 
price,  in  proportion  as  it  lowered  that  price,  that  difference  would  be 
reflected  in  the  domestic  price,  and  as  he  increased  production  he 
would  decrease  his  profits  to  where  one  just  about  offset  the  other,  so 
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that  in  order  to  got  a  greater  amount  of  profit  lie  would  decrease, 
because  he  is  guaranteed  under  this  bill  tnat  what  he  sold  domes- 
tically would  receive  the  tariff-level  price,  and  that  would  all  be 
profitable. 

Senator  Norbeck.  I  beg  your  pardon,  Senator.  Maybe  I  do  not 
understand  the  bill  correctly,  but  I  don't  think  there  is  any  implied 
iguaranty  here  of  the  tariff-level  price.  The  basis  of  price  is  the 
pre-war  exchange  value. 

Senator  Smith.  Yes,  but  what  I  was  driving  at  was  developed 
here  the  other  day.  What  we  are  attempting  to  do  in  this  bill  is  to 
bring  farm  products  up  on  a  parity  with  other  commodities  so  as  to 
get  the  ratio  level;  that  is,  to  get  the  wheat  dollar  on  a  purchasing 
parity  with  the  dollar  of  the  manufactured  goods,  and  I  take  it  for 
granted  that  the  dollar  of  manufactured  goods  is  up  as  high  as  the 
tariff  would  allow  it  to  go. 

Senator  Norbeck.  "Hiere  was  one  other  matter.  I  don't  know 
that  it  is  important,  but  the  witness  spoke  about  the  two  lines  of 
business,  the  exporting  and  the  receiving  lines.  I  don't  understand 
the  plan.     I  just  wanted  to  be  informed. 

Tiie  Chairman.  He  means  buying  here  in  the  domestic  market. 

Mr.  Warner.  Senator,  some  years  ago  there  used  to  be  two  classes 
of  people  here  at  the  seaboard.  There  was  a  class  who  received 
wheat  from  the  West,  accumulated  it  at  the  seaboard,  and  nothing 
else. 

Senator  Norbeck.  What  we  might  commonly  call  wholesalers. 

Mr.  Warner.  Exactly.  They  in  turn  sold  to  the  exporters.  The 
exporters,  on  the  other  nand,  did  not  do  the  receiving  business;  but 
as  the  thing  developed,  when  there  was  not  enough  margin  between 
the  two  to  continue  the  two  interests,  those  acting  as  receivers 
either  gave  up  the  bifsiness  or  became  exporters,  so  that  now  the 
exporting  end  of  it  does  both  the  receiving  and  exporting. 

The  Chairman.  When  that  change  took  place,  when  you  went 
into  both  business  it  drove  out  of  business  the  fellows  that  were  just 
in  the  receiving  business,  did  it  not  ? 

Mr.  Warner.  No.  There  was  no  driving  out  of  business.  One 
interest  wouhl  be  starved  out. 

The  Chairman.  I  don't  care  whether  you  call  it  driving  out  or 
starving  out;  they  went  out  of  business? 

Mr.  Warner.  They  went  out  of  business;  yes. 

The  Chairman.  Nobody  suffered  verv  much.  Even  the  fellows 
who  went  o\it  of  business  probably  di(l  not  suffer;  they  went  into 
some  other  business  and  got  along  all  right? 

Mr.  Warner.  They  perhaps  went  into  the  export  business. 

The  Chairman.  If  we  took  another  step  and  put  the  exporters 
out  of  business,  why  would  not  that  be  the  same  proposition  involved, 
if  you  can  do  it  more  economically  in  some  other  way? 

Mr.  Warner.  The  Government  has  already  passed  on  the  ques- 
tion that  the  exporters  are  necessary  as  long  as  they  obey  the  laws; 
that  they  are  necessary  in  distributing  the  products  of  the  farm. 
There  is  no  question  about  it;  if  there  are  any  two  people  whose 
sympathies  should  be  together  it  is  the  exporter  and  the  farmer. 
When  the  farmer  is  not  prosperous  the  exporter  is  not  prosperous, 
and  when  he  has  good  crops  and  is  prosperous  then  the  exporter  is 
prosperous.     Their  two  interests  harmonize.     There  should  be  no 
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enmity  between  them.  It  seems  to  me  that  the  distributer  is  an 
arm  of  the  farmer.  If  it  was  not  so,  the  farmer  would  do  his  own 
distributing.  The  distributers  are  not  there  because  they  butted 
in  on  this  business;  they  are  there  because  there  is  a  real  demand  for 
them,  and  the  farmer  does  not  do  the  distributing  because  he  can 
employ  his  services  better  in  the  raising  of  ^rain,  about  which  he 
knows  something,  instead  of  trying  to  distribute,  as  to  which  he 
knows  nothing. 

Senator  McNary.  Comparing  the  prosperity  of  the  two,  I  think 
in  the  last  four  years  the  wheat  growers  of  the  country  have  not 
been  prosperous.  Does  that  same  condition  obtain  with  respect  to 
the  exporters  ? 

Mr.  Warner.  Exactly,  as  is  borne  out  by  what  I  tell  you  of  the 
number  of  members  of  this  association  of  which  I  am  president. 
They  have  gone  down  from  53  to  45.  That  is  an  indication,  anyway, 
and  it  is  a  fact  that  some  of  the  exporters  have  given  up  business. 
There  has  been  one  failure,  and  there  have  been  o there  that  have 
gone  into  the  business  and  given  it  up. 

Senator  McNary.  Do  your  commissions  for  services  depend  on  the 
price  the  farmer  gets  for  his  wheat,  or  do  they  depend  upon  the  price 
you  receive  for  it  abroad  ? 

Mr.  Warner.  It  depends  upon  the  margin  you  can  get  between 
the  purchase  and  the  sale. 

Senator  McNary.  That  is  what  I  assumed  to  be  true.  How^  is  that 
in  any  way  affected  by  the  prosperity  or  want  of  prosperity  of  the 
farmer  ? 

Mr.  Warner.  I  take  it  the  farmer  is  prosperous  when  he  has  got 
good  crops  and  good  prices,  and  the  fact  that  he  has  good  prices  is 
an  indication  that  it  is  moving  for  export,  and  if  he  has  a  surplus  to 
handle,  the  exportei*s  are  bound  to  handle  it  sooner  or  later. 

The  Chairman.  Let  me  get  the  method  of  doing  business.  These 
exporters  in  this  organization  of  which  you  are  president  actually 
buy  the  wheat  ? 

Mr.  Warner.  Yes. 

The  Chairman.  And  the}"  own  it  and  their  profit  comes  in  export- 
ing it  and  selling  it  abroad  lor  a  higher  price,  of  course  ? 

Mr.  Warner.  Yes. 

The  Chairman.  Now,  what  is  the  object  of  your  organization  ? 
Why  have  these  45  concerns  organized,  and  why  are  you  president  of 
that  kind  of  an  organization  ? 

Mr.  Warner.  The  45  members  have  been  organized  not  for  smy 
price  purpose,  but  to  harmonize  interests,  to  harmonize  organizations 
on  the  otner  side,  to  adopt  uniform  methods  of  handling  grain. 

The  Chairman.  By  your  organization  you  are  enabled  to  get  more 
profit,  are  you  not  ? 

Mr.  Warner.  Oh,  not  the  slightest. 

The  Chairman.  Then  your  organization  costs  something  to  keep 
up  ? 

Mr.  Warner.  Not  a  great  deal. 

The  Chairman.  Well,  it  costs  something,  does  it  not? 

Mr.  Warner.  The  income  of  our  organization  last  year  was,  I 
think,  $10,000. 

The  Chairman.  Well,  now,  if  your  organization  is  not  of  any 
benefit  and  does  not  enhance  your  profits  any,  why  do  you  spend  that 
$10,000  for  nothing? 
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Mr.  Warner.  The  most  of  the  business  of  the  export  organization, 
ever  since  it  has  been  organized  has  been  in  respect  to  bills  of  lading 
and  contract  terms,  and  there  is  nothing  else  but  free  competition 
in  the  grain  business  itself.  Almost  the  \^mole  attention  of  the  export 
corporation  has  been  in  regard  to  bill  of  lading  terms  and  in  regard 
to  contract  terms  with  buyers  on  the  other  side,  trying  to  get  them 
uniform. 

The  Chairman.  If  you  did  not  liave  any  organization  about  these 
contracts  abroad,  would  there  not  be  some  competition  between  your 
members  about  that  ? 

Mr.  Warner.  There  is  competition  now. 

The  Chairman.  Exactly;  but  would  there  not  be  more  competition 
if  you  did  not  have  a  settled  poHcy — I  mean  a  settled  contract,  for 
instance?  You  are  all  using  the  same  one.  It  would  be  uniform. 
What  is  the  object  of  that  unless  you  profit  by  it  ? 

Mr.  Warner.  The  contract  is  supposed  to  contain  about  all  the 
rights  the  shipper  ou^ht  to  have  and  about  all  the  rights  the  buyer 
should  have.  There  is  not  a  long  argument  every  time  you  open  up 
negotiations  with  a  buver  as  to  the  conditions  of  the  contract. 

The  Chairman.  Could  you  not  do  that  without  having  an  organiza- 
tion with  the  other  men  in  the  business? 

Mr.  Warner.  Why,  certainly.  Nobody  is  bound  to  accept  that 
contract.  There  is  no  pressure  involved  there  at  all.  No  member  of 
the  association  is  bound  to  accept  it.  Any  member  can  use  any  kind 
of  a  contract  he  wants  to  with  his  buyer. 

The  Chairman.  Do  they  all  use  the  same  contract  ? 

Mr.  Warner.  No.     Most  of  them  use  this  standard  contract. 

The  Chairman.  The  most  of  them  t 

Mr.  Warner.  Yes. 

The  Chairman.  And  others  use  other  contracts? 

Mr.  Warner.  There  is  nothing  to  prevent  them  using  any  contract 
they  want  to. 

The  Chairman.  If  the  object  of  your  organization  is  to  have  them  use 
the  same  contract,  or  that  is  one  of  the  objects,  then  at  least  to  that 
extent  the  organization  has  failed,  and  you  have  not  accomplished 
what  you  have  tried  to  do  by  organization? 

Mr.  Warner.  P^very thing  is  done  by  persuasion,  and  nothing  by 
force.  Sooner  or  later  all  mterests  will  know  that  to  work  on  one 
contract  will  be  to  their  benefit.  They  know  all  the  time  what  they 
are  doing. 

Senator  Smith.  Let  me  ask  you  this  question.  You  say  the  export 
corporation  buys  tlie  wheat  and  sells  it.  It  is  manifest,  then,  that  the 
cheaper  you  can  get  the  wheat  from  the  farmer  and  the  higher  you 
can  sell  it  abroad,  the  wider  your  margin  of  profit  is  ? 

Mr.  Warner.  Yes,  that  is  true. 

Senator  Smith.  Therefore  these  export  corporations  necessarily 
get  more  profit  the  lower  the  wheat  is  in  this  country  as  compared  with 
the  price  abroad  ? 

Mr.  Warner.  Senator,  the  competition  is  so  keen  in  this  country 
that  that  situation  you  speak  of  never  could  possibly  happen. 

vSenator  Smith.  I  don't  care  what  happens.  I  say  that  is  the 
fundamental  principle  upon  which  you  work;  it  is  the  persistent 
object  you  have  in  view,  to  make  profit  out  of  your  business? 

Mr.  Warner.  Certainly. 
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Senator  Smith.  And  you  make  profit  out  of  your  business  and 
what  you  do,  and  the  profit  is  represented  by  the  difference  between 
the  price  you  pay  and  what  you  sell  it  for  ? 

Mr.  Warner.  Yes. 

Senator  Smith.  So  in  general  you  are  trying  to  get  it  as  cheap  as 
possible  and  sell  it  as  higli  as  possible  ? 

Mr.  Warner.  I  will  not  deny  that.  That  is  common  sense,  is  it 
not? 

wSenator  Smith.  Sure.  But  we  have  fcmnd  that  that  procedure 
has  brought  about  a  hopeless  condition  of  the  farmer,  the  disorganized 
farmer  as  against  the  organized  purchaser. 

Mr.  Warner.  No,  Senator.  I  dispute  you  there.  That  has  not 
come  about  at  all.  There  is  no  organized  action  at  all  on  the  part 
of  the  exporters  to  buy  at  fixed  prices.  Absolutely  there  is  as  much 
competition  between  exporters  as  there  is  between  any  other  class 
of  people  on  earth,  and  that  is  why  the  margin  of  profit  between  the 
prices  at  which  they  buy  and  the  prices  at  which  they  sell  is  prob- 
ably lower  than  on  any  other  article  that  is  handled  in  this  country. 

The  Chairman.  Is  therfe  anything  more  you  want  to  say? 

Mr.  Warner.  No.     I  am  ready  for  questions  now. 

The  Chairman.  I  guess  we  are  through. 

STATEMENT  OF  MR.  ALBERT  C.  LORING,  PRESIDENT  PILLS- 
BURY- WASHBURN     FLOUR     MILLING     CO.,     MINNEAPOLIS, 

MINN. 

The  Chairman.  First  state  your  name,  \our  occupatitm,  and 
residence. 

Mr.  LoRiNG.  Albert  C.  Loring,  president  of  the  Pillsbur}' -Wash- 
burn Flour  Milling  Co.,  Minneapolis,  Minn. 

I  might  preface  my  remarks  by  saying  that  I  am  entirel}^  in  sym- 
pathy with  the  purposes  that  the  bill  attempts  to  accomplish,  and  in 
discussing  this  question  I  think  also  those  who  are  endeavoring  to 
find  the  solution  of  the  problem  are  as  sincere  as  I  am  in  making  my 
own  statement  regarding  it. 

I  believe  that  what  you  attempt  to  accomplish,  however,  would 
prove  a  failure  and  a  great  disaster  to  the  country.  The  purpose  of 
the  bill  is  to  stabilize  farm  products  and  raise  them  up  to  the  price 
level  of  other  manufactured  goods.  While  we  must  admit,  those  of 
us  who  are  acquainted  with  the  situation,  that  the  farmer  is  in  a  very 
unfortunate  condition,  and  it  is  unquestionably  true  that  his  pur- 
chasing power  is  not  adequate  as  compared'  with  conditions  or  with 
the  things  he  has  to  buy,  the  question  is  how  to  properly  correct  this 
difficultj',  and  that  is  the  cjuestion  that  you  gentlemen  are  trying  to 
solve. 

To  my  mind,  the  fundamental  cause  of  our  liigh  prices  is  due  to 
labor.  Labor  is  the  large  percentage  of  the  cost  of  most  manufac- 
tured articles,  and  it  enters  into  not  only  manufacturing  but  also  into 
transportation  and  has  been  protected  and  has  had  a  large  percent- 
age of  the  reward  or  profit  that  has  come  the  past  four  or  five  years, 
or  since  the  war — a  larger  percentage  of  profit  than  either  industr\\ 
manufacturing,  or  farming.  It  is  a  condition  that  we  would  all,  of 
course,  like  to  see  maintained.  There  is  no  one,  I  assume,  that  is 
anxious  or  desirous  of  seeing  any  body  of  our  citizenship  made  less 
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prosperous;  but  in  dealing  with  this  problem  it  is  not  one  of  any  one 
clas^  of  people;  it  is  a  question  of  the  people  as  a  whole.  In  dealing 
with  It  I  can  see  how  you  would  meet  with  most  unfortunate  results. 
The  purpose  of  the  bill  is  to  empower  this  corporation  to  take  all 
farm  commodities  (and  I  am  not  dealing  with  wheat  alone),  and  where 
there  is  a  surplus,  dispose  of  them  for  export  in  the  hope  that  the  farm- 
ers commodities  may  be  raised  to  the  price  level  that  is  established 
by  the  bureau  that  is  to  accomplish  this  purpose,  and  announcement 
made. 

This  country  is  a  protected  country.  We  have  for  generations 
been  working  on  the  protective  theory,  and  whether  we  are  right  now 
in  our  theory  or  not  right  is  a  matter  of  pohtical  discussion  and  always 
has  been  and  always  will  be;  but  take  the  industries  that  are  pro- 
tected, and  to  take  away  from  them  their  raw  material  and  send  them 
into  other  countries  would  nullify  the  purpose  of  your  protection  and 
destroy  to  a  very  large  degree  the  prosperity  of  the  manufacturer, 
and  the  manufacturer  is  an  essential  interest  *to  every  community  in 
which  he  is. 

Senator  McNary.  You  mean  the  manufacturer  of 

Mr.  LoRiNG.  Of  all  raw  material. 

It  does  seem  to  me  that  with  the  productive  power  of  the  United 
States,  it  IS  very  essential  that  we  build  up  markets  for  our  manufac- 
tured materials  and  not  destroy  them.  I  believe  it  is  possible  that 
It  may  be  done.  I  think  that  the  creation  of  the  Shipping  Board 
was  along  proper  lines.  I  think  that  the  losses  that  are  incurred  in 
that  respect  are  along  the  right  lines,  because  I  believe  we  must  build 
up  our  industry  in  order  to  maintain  and  keep  our  labor  employed 

Senator  McNary.  You  are  in  favor  of  a  ship  subsidy? 

Mr.  LoRiNO.  I  am,  in  some  form,  because  I  think  that  the  United 
States  Government  is  no  different  from  any  other  industrial  enter- 
prise. It  must  be  built  up  to  the  extent  of  absorbing  the  material 
that  we  have  for  sale,  and  we  have  for  sale  a  great  many  commodities, 
and  they  should  not  be  restricted  in  their  sale. 

I  think  that  you  are  deceiving  yourselves  in  this  bill  in  believing 
that  It  would  correct  the  difficulties,  in  assuming  that  labor  would 
be  satisfied  and  the  consumer  would  be  satisfied.  My  reasoning 
may  be  wrong,  but  I  think  it  would  work  something  like  this :  To-day 
we  see  common  labor  in  a  large  part  of  the  United  States  receivincr 
$5,  let  us  say,  which  is  not  more  than  adequate.  The  farmer  is  not 
receiving  over  $2.55,  or  whatever  the  market  may  be.  You  are  going 
to  raise  him  up  by  this  process,  or  hope  to  do  so,  until  the  raw  com- 
naodity  brings  a  comparative  price.  I  can  not  reason  to  myself  but 
that  It  is  only  going  to  be  a  short  time  before  the  shoe  must  sell  at  a 
higher  price,  because  leather  will  be  at  a  higher  price,  and  flour  must 
sell  at  a  higher  price,  $2  or  $3  a  barrel,  and  cotton  goods  and  every- 
thing that  is  produced  on  the  farm  will  be  raised  in  price  until  labor 
will  take  the  same  position  the  farmer  does  to-day,  and  he  will  say, 
'  I  was  receiving  $5  some  years  ago,  but  my  purchasing  power  now 
does  not  equal  more  than  $4,  and  I  demand  a  raise  to  $6,^'  and  then 
this  continual  advancement  will  go  on. 

Senator  McNary.  Are  you  familiar  with  the  provision  of  the  bill 
that  says  when  the  purchasing  power  of  the  farmer's  wheat  and  the 
price  of  labor  and  other  commodities  are  on  a  parity  the  bill  ceases 
to  function  ? 
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Mr.  LoRiNG.  When  they  are  on  a  parity? 

Senator  McNary.  Yes. 

The  Chairman.  I  suppose  your  theory  is— and  it  seems  to  me 
right,  too — when  the  farmer's  purchasing  power  has  been  raised  up 
up  to  this  level  somebody  has  got  to  pay,  and  that  must  come  out  of 
the  consumer. 

Mr.  LoRiNG.  Surely. 

The  Chairman.  And  that  means  the  cost  of  living  has  increased, 
h^nce  the  thing  is  out  of  joint  at  once  ? 

Mr.  LoRiNG.  Yes. 

The  Chairman.  And  applying  it  to  the  railroads  now,  the  cost 
of  living  goes  up  and  the  railroad  man  has  a  right  to  say  he  must 
have  his  wages  increased. 

Mr.  LoRiNG.  Yes. 

The  Chairman.  Then  the  railroads  will  say,  ''We  have  to  pay 
more  wages,  and  we  have  to  have  more  freight,"  and  we  have  got 
around  the  circle  ? 

Mr.  LoRiNG.  You  have  gone  right  around  the  circle  again. 
The  Chairman.  It  seems  to  me  that  is  a  just  criticism  of  the  bill. 
Senator  McNary.  I  think  there  is  a  little  in  that,  but  I  don't  think 
it  goes  to  the  extent  that  is  indicated. 

Mr.  Loring.  If  I  am  wrong  in  my  reasoning  I  am  only  dad  to  be 
corrected.  '  ^  ^ 

The  ChairxMan.  As  to  just  how  much  that  would  increase  it  of 
^^oprse  is  a  question.  I  think  it  is  admitted  by  sincere  students  of 
this  bill  that  it  would  have  that  tendency.  We  will  disagree  radi- 
cally probably  as  to  how  much  that  increase  will  be,  and  I  admit 
myself  that  necessarily  it  is  nothing  more  nor  less  than  a  guess.  If 
the  tendency  is  there— and  it  seems  to  me  it  must  be  there— I  can 
not  see  but  what  you  are  working  in  a  circle. 

Senator  Smith.  Is  not  that  tantamount  to  saying  that  in  this 
country  somebody  has  got  to  be  the  goat,  and  leave  tremendous 
profits  to  a  certain  crowd  and  leave  another  vast  element  to  absorb 
that  at  their  expense  ?  Is  it  not  tantamount  to  saying  that  ?  Is  there 
not  a  point  at  which  all  business  can  have  a  parity  and  thereby 
stabilize,  and  not  leave  one  to  absorb  it  all  ? 

The  Chairman.  I  think.  Senator,  you  may  be  right  entirely,  but  I 
can  not  get  away  from  this  thought,  that  when  you  increase  what  the 

i^^u  ^^  ^^^^^  ^^  ^^^  ^^^  ^^^  products,  somebody  had  got  to  pay  it, 
and  that  means  the  consumer  has  to  pay  it,  and  that  means  the  cost 
of  living  has  gone  up.     I  don't  see  how  you  can  get  away  from  that. 

vSenator  Smith.  VVTiy,  that  follows  as  a  matter  of  course. 

The  Chairman.  The  consumer  now  has  about  all  the  burden  he  can 
bear. 

Senator  Smith.  But  we  don't  justify  that. 

Senator  McNary.  I  think  those  in  favor  of  the  bill  go  on  the  theory 
that  this  cost  to  the  consumer  will  be  so  small  as  compared  with  the 
benefits  to  the  farmer  that  it  will  not  be  appreciable. 

The  Chairman.  It  is  claimed  that  it  will  be  absorbed  in  existing 
conditions,  I  know.  Maybe  it  will,  but  somebody  has  got  to  pay  it* 
There  is  going  to  be  an  increased  cost  that  somebody  must  bear,  and 
it  IS  true  through  the  whole  history  of  the  civilized  world  that  every- 
body can  pass  it  on  except  the  producer,  and  he  will  pass  it  on  to  the 
ultimate  consumer,   but  when   the  farmer  is  confronted  with  an 
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increased  cost  of  production  he  can  not  pass  it  on.  He  is  at  tlie  end 
of  his  leash. 

Senator  vSmith.  And  it  is  the  purpose  of  this  bill  (o  protect  liim 
from  beinjij  the  one  to  whom  it  is  passed  on. 

The  Cii AIRMAN.  Yes;  that  is  the  purpose  of  it. 

Senator  Smith.  That  is  the  purpose  of  this  bill  and  it  seems  to  me 
to  ])<»  a  good  purpose. 

If  I  may,  I  would  like  to  ask  Mr.  Loj'ing  a  question. 

You  made  a  very  interesting  statement  just  now  tlitit  1  think  is  t|u* 
whole  milk  in  this  coconut,  when  you  said  we  are  ori  a  protective 
basis,  and  if  we  now  enter  upon  a  policy  of  not  taking  care  of  the 
sui'plus  of  raw  material,  that  you  woukl  take  away  tlie  incentive  to 
production,  or  the  profits,  which  is  another  way  of  saying  that  the 
unorganized  agricultural  interest  is  furnishing  the  raw  material  at 
such  a  price  as  to  make  production  to  the  organized  fellow  profitable; 
but  if  we  substitute  a  Government  organization  for  the  farmer  and 
thereby  put  him  in  an  organized  way  equal  to  the  other,  anil  raise 
his  price  up  where  he,  through  the  Government,  will  get  the  benefit 
of  the  protection  wo  so  much  boast  of,  then  the  manufactureis  pro- 
tection would  disappear  and  there  would  be  no  incentive  for  it. 
That  means  that  tlie  farmer  gets  protection  and  the  other  fellow 
would  not  get  as  much  as  he  is  now  getting  and  therefore  you  can 
not  afford  it. 

Mr.  LoRiNCi.  May  I  proceed  ? 

The  Chairman.  Yes. 

Mr.  LoRiNG.  The  thought  with  me  is  that  the  bill,  as  1  said,  will 
not  produce  what  you  gentlemen  are  so  exceedingly  desirous  of 
having.  1  will  briefly  refer  to  the  business  adventure  T  engage'd  in, 
as  I  know  little  about  hay  or  cotton  or  other  classes  of  material. 

The  miller  of  this  country  has  been  an  exporter  to  a  greater  or 
less  degree  according  to  his  location  and  the  opportunities  he  has 
for  doing  that  business.  It  is  to  the  essential  interest  of  every  miller 
whether  he  be  a  large  exporter  or  not,  that  the  greatest  amount  of 
export  can  be  accomplished  that  all  may  prosper,  because  the  milling 
business  to-day  in  tne  United  ^States  is  very  much  larger  than  the 
consuming  power  of  the  country.  The  amount  of  flour  that  can 
be  consumed  in  the  United  States  and  exported  from  the  United 
States  can  be  manufactured  in  four  months. 

The  Chairman.  How  is  that  ? 

Mr.  LoRiNG.  The  greatest  amount  of  flour  ever  consunu^.d  in  the 
United  States 

The  Chairman.  In  a  year? 

Mr.  LoRiNG.  In  a  year,  and  the  greatest  amount  of  flour  ever 
exported  from  the  United  States  can  be  made  by  the  capacity  of 
mills  in  the  ITnited  States  in  four  months. 

The  Chairman.  That  is,  if  you  put  the  export  and  domestic  con- 
sumption together,  taking  the  whole  year's  product  there  are  enough 
mills  in  the  country  to  manufacture  the  flour  in  four  months  i 

Mr.  Loring.  Yes,  sir. 

Senator  Norbeck.  That  is  just  the  domestic  consumption  ( 

Mr.  IjORIng.  No,  sir;  export  and  domestic. 

A  very  large  percentage  of  those  smaller  mills  are  exporting  mills, 
particularly  those  that  are  on  the  coasts:  that  is,  the  racitic  coast, 
the  Gulf  coast  and  the  Atlantic  coast.     The  balance  of  the  mills  are 
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to  a  greater  or  less  degree  domestic.  Of  course,  many  of  the  mdls. 
or  alf  of  the  mills  do  more  or  less  exporting.  Now,  if  you  went  to 
work  and  created  a  condition  by  which  the  wheat  of  this  country 
was  going  to  be  sold  at  a  price  that  it  could  be  «lisposed  of  in  Europe, 
it  would  be  sold  way  below  the  market  value  of  that  grain,  and  you 
would  continue  to  depress  the  price  in  that  market. 

One  of  the  troubles  today  is  that  there  is  too  much  grain,  in  the 
world,  and  that  is  one  of  the  causes  for  the  relatively  low  price:  and. 
too.  the  fact  that  our  country  has  a  surplus  not  of  such  grain  as  the 
world  wants  to  a  large  degree,  but  of  such  character  of  grain  as  is 
easily  available.  The  world  wants  high  gluten  wheat,  and  that 
grain  is  raised  in  our  three  northwestern  states  and  in  Canada  and 
in  parts  of  Oklahoma  and  Kansas.  There  is  no  surplus  in  this  country 
of  that  type  of  grain.  To  attempt  to  move  the  grain  in  export  and 
have  it  disposed  of  at  any  price  that  it  could  be  disposed  of  would  only 
tend  to  lower  the  world's  prices  of  grain.  As  a  general  proposition 
the  buyer  of  grain  and  the  merchant  in  Europe  are  very  clever.  I 
think  that  oiie  of  the  things  that  we  are  suffering  from  materially 
this  year,  is  having  too  much  publicity  about  surplus  crops  and  the 
necessity  of  our  farmers  being  compelled  to  dispose  of  it. 

The  papers  and  every  public  organization  have  given  out  that  class 
of  information  until  I  think  the  farmer  has  been  made  to  suffer  to  a 

very  large  degree. 

Senator  Ladd.  Can  you  tell  us  what  is  the  source  of  that  informa- 
tion?    Where  has  it  Vieen  coming  from? 

Mr.  Loring.  It  has  been  coming  from  aU  sources,  has  it  not. 
Senator?  I  think  that  the  Department  of  Agriculture  puts  it  out  in 
a  statement  that  we  had  a  very  large  exportable  surplus. 

Senator  Ladd.  I  have  been  receiving  a  great  deal  of  literature 
during  the  last  few  months  largely  emanating  from  Chicago,  and  I 
wondered  if  that  was  the  principal  source  of  it. 

Mr.  Loring.  I  don't  think  so.  Senator,  the  millers  of  this  country 
have  attempted,  and  without  very  great  success,  to  create  a  better 
(lemand  for  food  products  in  the  hope  that  the  surplus  might  be 
partially  relieved  and  overcome. 

Senator  Ladd.  I  was  not  referring  to  the  millers. 

Mr.  Loring.  That  was  done  by  the  millers.  I  think  possibly  we 
did  as  much  harm  as  good.  We' did  create  some  little  demand,  but 
it  was  not  effectual. 

Senator  Ladd.  May  I  ask  another  question  in  this  connection  '< 

Mr.  Loring.  Surely. 

Senator  Ladd.  If  there  are  so  many  mills  more  than  are  necessary, 
then  how  do  you  account  for  the  fact  that  such  large  mills  are  being 
located  at  the  present  time  at  Buft'alo  ? 

Mr.  Loring.  Because  of  the  geographical  situation  and  the  necessity 
of  taking  advantage  of  it,  and  the  breakdown  of  our  transportation 
system,  and  such  conditions  as  that,  that  have  forced  building  there. 
We,  ourselves,  are  putting  an  800,000-barrel  mill  there. 

The  Chairman.  The  building  of  a  mill  at  Buftalo  is  to  bring  about 
a  cheaper  freight  rate,  is  it  not  ?     Is  not  that  the  secret  ? 

Mr.  Loring.  Yes,  sir;  I  am  not  a  transportation  man,  and  I  have 
not  kept  thoroughly  in  touch  with  transportation  questions,  so  you 
will  pardon  me  if  my  statements  are  not  absolutely  correct,  but  we 
can  oeliver  grain  to  our  Buffalo  mill  at  the  same  price  we  can  deliver 


484 


PURCHASE   AND  SALK   OF    FARM    PRODUCTS. 


grain  in  Minneapolis.     The  freight  from  Minneapolis  to  Buffalo  and 
territory  lying  east  of  that  is  about  42  cents  a  barrel. 

The  Chairman.  You  mean  you  can  deliver  grain  at  Buffalo  aa 
cheap  as  you  can  at  Minneapolis  ? 

Mr.  LoRiNG.  Practically  so. 

The  Chairman.  Where  does  that  grain  come  from? 

Mr.  LoRiNG.  It  comes  from  the  West,  from  Kansas  and  Oklahoma 
drawing  grain  from  8  or  10  States.  ' 

The  Chairman.  For  instance,  can  you  deliver  grain  from  North 
Dakota  and  Montana  as  cheaply  in  Buffalo  as  you  can  in  Minneapolis  ^ 

Mr.  LoRiNG.  Substantially. 

The  Chairman.  Why  is  that? 

Mr.  LoRiNG.  The  freight  is  the  same  to  Duluth,  and  then  we  liave 
to  draw  it  down  to  Minneapolis  by  an  out  of  line  haul. 

The  Chairman.  Suppose  I  was  at  Billings,  Mont.,  with  a  carload 
of  wheat  that  I  could  ship  to  Minneapolis  or  Buffalo.  Would  it  be 
just  as  cheap  ? 

Mr  LoRiNG.  I  could  not  answer  that  question,  Senator.  As  I 
said,  I  am  not  versed  entirely  in  that  situation. 

Senator  McNary.  Is  not  that  situation  due  to  water  competition  ? 

Mr.  LoRiNG.  It  is  due  to  quite  a  number  of  situations.  Senator 
As  I  remember,  yeai-s  ago.  Congress  saw  fit  to  remove  the  owner- 
ship of  steamship  companies  in  railroads.  That  immediately  broke 
the  Cham  of  the  railroad  companies  and  the  steamship  companies, 
and  the  railroad  companies  now  are  no  longer  able  to  make  rates  to 
eastern  points.  Therefore,  the  chain  is  broken  and  we  have  to  pay 
and  we  do  pav  the  local  rates,  practically,  on  open  tonnage  from 
Duluth  to  Buffalo,  and  that  rate,  of  course,  depends  entirely  on  the 

Senatx)r  McNary.  Taking  up  the  question  the  chairman  asked 
you,  where  you  do  not  come  in  contact  with  water-made  rates, 
would  it  cost  more  or  less  from  Kansas  to  Buffalo  than  it  would  to 
Minneapohs  ? 

Mr.  Boring.  It  would  cost  more  to  Minneapolis,  because  after 
you  get  your  wheat  into  Minneapohs  then  you  have  to  pay  your  all 
rail  rate  on  flour  as  against  your  wheat  rate. 

Senator  Norbeck.  Forty-two  cents  a  barrel  ? 

Mr.  Loring.  The  rate  is  42  cents  a  barrel.     The  rate  on  wheat 
varies,  I  think,  from  the  lowest  If  cents  from  Duluth  to  Buffalo 
and  It  runs  from  that  to  4,  5,  and  6  cents. 

Senator  Norbeck.  Per  bushel  or  per  hundred  ? 

Mr.  Lx)RiNG.  Per  bushel. 

So  that  on  all  this  territory  lying  east  of  Buffalo  we  are  so  penalized 
that  if  we  are  to  continue  m  that  business  we  must  get  at  least  as 
far  east  as  Buft'alo. 

Senator  Norbeck.  That  was  a  very  interesting  statement  you  made 
m  reply  to  the  chairman's  question  as  to  from  what  distance  wheat 
could  reach  Buffalo  at  bout  the  same  price  as  Minneapolis. 

Mr.  LoRiNG.  I  think  Kansas  wheat  could,  for  instance.  But  I 
think  some  of  these  grain  men  that  deal  in  grain  from  that  country 
can  answer  that  question  better  than  I  can.  I  would  be  t^lad  to 
answer  it  if  I  had  the  infonnation,  and  if  I  had  known  this  question 
was  coming  up  I  would  have  gotten  the  information  so  that  I  could 
have  given  you  exactly  the  rates. 

But  that  is  the  general  proposition,  as  far  as  I  understand  it. 
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vSenator  Norbeck.  That  is  both  in  the  Southwest,  you  say,  and 
parts  of  the  Northwest. 

Mr.  LoRiNG.  For  instance,  from  Kansas  and  Oklahoma  we  are 
drawing  it  by  out  of  line  haul,  and  we  can  get  it  up  to  Buffalo  at  a 
less  price. 

The  Chairman.  At  a  less  price  ? 

Mr.  LoRiNG.  I  mean  relatively  a  less  price  than  we  can  by  bringing 
it  around  by  Minneapolis. 

Senator  Smith.  Is  not  that  due  to  the  grouping  of  the  roads  and 
uniform  rate  as  applied  within  certain  groups  ? 

Mr.  Ix)RiNG.  I  think  that  is  caused  in  part  by  the  fact  that  all  roads 
have  been  heretofore  constructed  east  and  west  and  every  road  is 
very  loath  to  let  go  of  an  intermediate  tonnage.  They  want  the 
through  haul,  and  as  there  is  no  direct  line  north  and  south,  therefore 
I  have  been  contending  for  A^ears,  and  I  hope  some  of  our  good  friends 
will  see  the  light,  that  Duluth  and  Chicago  should  have  the  same  rate 
conditions.  The  cost  of  hauling  grain  from  Duluth  to  Buffalo  is  less 
than  hauling  from  Chicago  to  Buffalo. 

The  Chairman.  That  is  a  water  rate  ? 

Mr.  IuOring.  That  is  a  water  rate.  Therefore  we  ought  to  have 
the  benefit  of  our  Duluth  market  and  should  have  the  right  to  draw 
our  grain  to  Duluth  in  competition  with  other  sections.  But  that  is 
a  local  milling  question  and  not  one  you  gentlemen  are  interested  in 
at  this  moment. 

Senator  McNary.  Mr.  Loring,  I  would  like  to  have  you  tell  the 
committee  in  what  way  this  bill  would  injuriously  affect  the  milling 
business. 

Mr.  Ix)RiNG.  I  am  coming  to  that.  As  I  said,  the  milling  business 
is  tremendously  overdone.  It  is  meeting  with  the  same  misfortune 
that  any  industry,  whether  it  be  farming  or  any  other  industry,  suffers 
when  it  has  not  a  field.  I  assume  that  the  success  of  the  miller  is 
very  largely  the  success  of  the  farmer,  because  the  ultimate  end  of 
wheat  must  necessarily  be  the  production  of  flour  and  the  by-prod- 
ucts resulting  from  it.  The  same  difficulty  that  the  fanner  is  suffer- 
ing from  is  prevalent  among  the  millers.  They  are  going  to  the  wall 
and  with  great  rapidity,  and  the  cause  of  it  was  overconstruction,  over 
boom  during  the  war  period,  and  the  unfortunate  belief  that  all  you 
had  to  do  was  to  build  a  flour  mill  and  you  had  a  fortune. 

The  Chairman.  Were  there  a  great  many  mills  built  during  the 
war  ? 

Mr.  LoRiNG.  Yes.  There  were  a  great  many  mills  built.  There 
was  more  capacity  built  during  the  war,  and  after  the  war  more  than 
double  the  Capacity  of  Minneapolis,  which  was  not  required,  and  now 
the  effects  are  beginning  to  be  felt.  We  have  the  same  problem  con- 
fronting us  that  every  mill  has,  and  that  is  that  certain  classes  of 
material  must  be  exported  at  a  price,  it  does  not  make  any  difference 
what  that  price  may  be,  because  our  American  public  will  not  con- 
sume it,  and  we  have  to  the  north  of  us  Canada,  against  whom  we 
have  a  protective  tariff,  which,  of  course,  more  naturally  has  a  field 
to  itself,  and  particularly  in  the  dependencies  of  Great  Britain  she  has 
a  protective  tariff,  or  practically  a  wheat  bounty.  She  does  ship  into 
this  countrv  more  or  less,  even  under  the  protective  tariff,  and  the 
reason  she  has  done  so  is  because  of  that  particular  class  of  material 
that  our  American  baker  desires. 
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The  CiiATR.vFAN'.  How  much  wheat  are  your  mills  importino:  now 
from  Canada  ( 

Mr.  LoKiNO.  We  are  importin^j:  nothino;    but  we  would  import  for 
export  at  Buffalo. 

The  Chairman.  You  are  not  buvinoj  (^madian  wheat? 

Mr.  L()RiN<;.  AVe  have  bought  some  Canadian  wheat,  but  to  a  verv 
small  degree.     My  recollection  is  about  250,000  bushels. 

The  CiiAiKMAX.  Give  us  an  idea  of  the  volume  of  business  you  do 
in  your  mills. 

Mr.  LoRiNO.  You  mean  as  compared  to  the  whole? 

The  Chairman.  Give  us  the  output  of  your  mills. 

Mr.  LoRiNC.  The  output  of  our  mills  last  year  was  a  little  over 
7,000,000  barrels. 

The  Chairman.  How  many  mills? 

Mr.  LoRiNG.  We  have  six  mills. 

Senator  NoRBECK.  Located  where  ^ 

Mr.  LoRiNG.  Four  in  Minneapolis,  one  at  Anoka,  Minn.,  and  oue 
at  Atchison,  Kans. 

The  Chairman.  And  vou  are  j^oing  to  build  at  Buffalo? 

Mr.  LoRiNci.  We  are  buildiui^  at  Buffalo. 

The  (^AIRMAN.  What  is  going  to  be  the  capacity  at  Buffalo  ? 

Mr.  LoRiNG.  About  800,000  barrels. 

The  Chairman.  You  find  it  profitable  to  build  at  Buffalo,  notwith- 
standing the  fact  that  the  mills  in  the  country  are  so  much  overbuilt  ? 

Mr.  IjORING.  We  are  compelled  to  do  it  to  meet  competition.  We 
can  not  compete  with  a  mill  located  at  Buffalo.  We  would  lose  our 
business  if  we  had  to  go  on  competing  with  the  conditions  that  we 
have  with  our  mills  at  other  places. 

The  Chairman.  Prior  to  the  increase  of  milling  capacit}^  that  the 
war  brought  about,  in  former  years,  with  the  existing  freight  rates 
vou  were  able  to  do  that  ? 

Mr.  Loring.  We  are  unable  to  do  it  now  because  of  this  condition 
of  breaking  away  of  the  steamship  lines  from  the  railroads,  and  the 
railroads  are  not  making  the  freight  rates. 

Senator  Norbeck.  May  I  ask  a  question  as  to  what  percentage  of 
the  flour  manufactured  in  the  United  States  is  manufactured  by  your 
mUls  ? 

The  Chairman.  I  interrupted  him.     He  was  going  to  answer  that. 

Mr.  Loring.  The  population  of  the  United  States  is  what  ?  About 
one  hundred  and  twelve  or  one  hundred  and  fourteen  million.     The 

E reduction  is  about  118,000,000  barrels,  somewhere  between  one 
undred  and  eighteen  and  one  hundred  and  twenty  million,  and  ours 
is  about  7,000,000. 

Senator  Smith.  About  how  many  bushels  of  wheat  in  a  barrel  of 
flour? 

Mr.  Loring.  That  depends  entirely  upon  the  character  of  the  wheat. 

Senator  Smith.  On  tne  average. 

Mr.  Loring.  It  has  always  been  assumed  to  be  four  bushels  and  a 
half. 

The  Chairman.  What  is  the  milling  capacity  in  Canada? 

Mr.  Loring.  Canada  is  veiy  much  more  overbuilt  than  we  are  in 
proportion  to  her  population. 

The  Chairman.  That  is  what  I  mean. 
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Mr.  Loring.  She  has  four  very  large  concerns  doing  a  heavy  milling 
"business,  and  a  much  more  profitable  one  than  in  the  United  States, 
except  where  they  are  speculating.  It  is  usually  the  case  when  they 
go  into  bankruptcy;  it  is  because  they  have  been  speculating. 

I  might  say  in  that  behalf  I  went  into  the  milling  business  in  1877 
and  I  have  never  known  a  disaster  in  the  milling  or  grain  business 
that  was  not  immediately  accounted  for  or  associated  with  specula- 
tion. Where  they  attended  to  their  business  legitimately  they  have 
prospered. 

Senator  Norbeck.  Would  that  be  true  of  the  smaller  mills  in  the 
Northwest,  too? 

Mr.  Loring.  Yes,  sir. 

The  Chairman.  Is  it  necessary  in  your  business,  in  order  to  keep 
jour  flour  at  the  proper  grade,  so  tliat  it  will  sell  in  the  American 
market,  that  you  have  Canadian  wheat  to  mix  with  it  ? 

Mr.  Loring.  No. 

The  Chairman.  That  is  the  claim  on  a  part  of  a  lot  of  mills. 

Mr.  Loring.  That  is  not  true. 

The  Chairman.  That  is  not  necessar}^  with  your  mills,  and  if  it  is 
not  necessary  in  your  mills  it  is  not  with  others  ? 

Mr.  Loring.  No,  sir.  If  our  good  friends  in  the  Northwest  succeed 
in  raising  the  character  of  wheat  that  they  should  raise,  and  that 
character  of  wheat  is  ample  for  our  needs,  we  do  not  need  Canadian 
wheat. 

The  Chairman.  How  do  you  account,  then,  for  this  importation 
•of  Canadian  wheat  right  along,  notwithstanding  it  costs  more? 

Mr.  Loring.  It  is  not  right  alono;.  Senator. 

The  Chairman.  I  have  on  my  desk  in  the  other  room,  from  the 
Agricultural  Department,  in  answer  to  an  inciuirv  I  made,  a  statement 
-of  the  importations  of  wheat  fiom  Canada. 

Mr.  Loring.  Are  not  those  importations  into  Buftalo  ? 

The  Chairman.  Now,  let  us  take  those  Buffalo  mills,  for  instance. 
When  you  get  your  mill  constructed  in  Buftalo,  will  you  have  to  have 
■Canadian  wheat  to  mix  with  your  American  wheat? 

Mr.  Ix)RiNG.  No;  we  don't  intend  to.  If  we  did  any  exportin«: 
business  it  would  be  under  bond. 

The  CiiAiRMAX.  I  am  not  speaking  of  that. 

Mr.  Ix)RiNG.  No:  we  would  not  find  it  necessary-. 

The  (^HAiRMAN.  Then  it  would  not  be  necessarv  either  in  Minne- 
apolis or  Buffalo  or.  for  that  matter,  any  other  place,  for  the  miller 
to  have  Canadian  wlieat  to  mix  in  order  ti)  keep  the  flour  up  to  grade? 

Mr.  Loring.  No,  sir. 

Senator  Ladd.  Why  are  they  so  insistent,  them,  that  thev  should 
be  permitted  to  bring  it  in  ? 

Mr.  Loring.  Is  it  not  for  export  ( 

The  Chairman.  This  is  a  different  proposition.  Senator.  I  am 
not  asking  him  about  that. 

Senator  Ladd.  But  under  the  tarift*  law,  as  a  inatter  of  fact,  I  re- 
ceived a  letter  yesterday  stating  there  was  a  good  deal  coming  in, 
and  the  price  at  which  it  was  being  sold  in  spite  of  the  tarift"  was  be- 
low the  price  of  domestic. 

Mr.  Loring.  That  is  partly  due,  Senator,  to  the  fact  that,  as  I 
think  I  can  demonstrate,  we  have  had  poor  crops.     The  farmer  is 
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sufferinj^  in  consequence  of  that.  Under  those  circumstances,  the 
demand  for  the  top  wheat  is  such  that  brings  a  very  high  premium 
and  in  consequence  of  that  it  undoubtedly  must  be  drawn  into 
Buffalo  at  a  less  price  than  our  premium  wheat  plus  freight.  Is  that 
not  the  case  ? 

Senator  I^dd.  I  assumed  it  was.    I  wanted  to  get  the  information. 

The  Chairman.  I  have  some  communications  to  the  effect  that 
Canadian  wheat  had  gotten  in  as  far  inland  as  Omaha.  How  would 
you  explain  that  ?     That  was  during  the  last  year. 

Mr.  LoRiNG.  I  should  assmne  that  might  be  the  case  from  the  fact 
that  Omaha  is  in  a  soft-wheat  territory.  Nebraska  is,  as  a  general 
proposition,  a  soft-wheat  State. 

The  Chairman.  Yes. 

Mr.  LoRiNG.  As  a  general  proposition,  and  to  raise  those  flours  up 
to  a  merchantable  condition  to  meet  the  demand  of  our  public,  un- 
questionably they  could  use  a  certain  amount  of  this  exceedinglv 
high-protein  wheat. 

The  Chairman.  Then  this  question  arises  at  once:  If  you  do  not, 
in  your  mill  use  Canadian  wheat  and  pay  that  high  tariff,  and  the 
Omaha  mills  do  pay  that  high  tariff  and  also  the  freight  haul  clear 
down  there,  how  can  they  compete  in  the  market  with  your  product  ? 

Mr.  LoRiNG.  Because  the  amount  they  use  is  very  small. 

The  Chairman.  The  amount  of  wheat  they  use  ? 

Mr.  LoRiNG.  The  amount  of  that  type  ol  wheat  they  use.  It  is 
simply  to  stiffen  up  the  flour. 

The  Chairman.  To  the  extent  that  they  do  use  it  they  are  handi- 
capped in  their  competition,  are  they  not'^ 

Mr.  LoRiNG.  No.  The  world  is  fiill  of  soft  wheat.  It  is  a  drug  on 
the  market,  and  that  is  what  our  friends  in  Washingtcm  and  Oregon 
to  a  degree  are  suffering  frojn. 

Senator  Norbeck.  In  other  words,  they  buy  the  soft  wheat 
enough  cheaper  to  make  up  the  loss  on  the  Canadian  wheat  ? 

Mr.  LoRiNG.  That  is  the  point  exactly.  That  is  one  proposition 
involved  in  this  bill,  because  we  haven't  any  surplus  of  high-protein 
wheats  in  this  country,  and  our  good  friendfs  over  on  the  other  side 
have  a  large  surplus  of  high-protein  wheat. 

Senator  Norbeck.  I  am  not  sure  I  understand  what  you  jnean 
when  you  speak  of  high-protein  wheat?  Is  that  confined  to  the 
northern  States,  or  does  that  include  Oklahoma  and  Kansas  ? 

Mr.  I^RiNG.  Minnesota,  North  Dakota,  South  Dakota,  Montana, 
Oklahoma,  and  Kansas  to  a  degree  and  some  in  Idaho. 

Senator  Norbeck.  But  Nebraska  raises  soft  wheat  ? 

Mr.  LoRiNG.  There  is  very  little  very  hard  wheat  raised  in  Ne- 
braska. 

The  Chairman.  Why  is  it  they  can  raise  hard  wheat  away  down  in 
Oklahoma  ?  I  supposed  the  reason  the  Dakotas,  Montana,  and  Min- 
nesota raised  it  was  because  of  their  altitude,  and  the  same  thing  of 
Canada.  I  had  supposed  that  that  kind  of  hard  wheat  could  only 
be  raised  in  that  north  altitude.  If  they  raise  it  in  Oklahoma, 
couldn't  they  raise  it  in  Kansas,  Nebraska,  and  Iowa  ? 

Mr.  LoRiNG.  They  do  raise  it  in  Kansas  and  they  do  raise  it  in 
Oklahoma,  but  I  know  of  no  large  amount  of  high-protein  wheat 
raised  anywhere  else. 

The  Chairman.  Why  could  they  nor  raise  it  there  ? 
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Mr.  LoRiNG.  It  is  because  of  climatic  conditions,  I  imagine. 

The  Chairman.  What  sort  of  climatic  conditions  does  it  take  i 

Mr.  LoRiNG.  I  think  our  good  friends  at  Manhattan,  Kans.,  have 
been  successful  in  developing  high  varieties  of  wheat,  and  I  have  seen 
a  statement  which  you  gentlemen  probably  can  verify  that  California 
has  now  succeeded  in  getting  a  wheat  that  is  very  much  higher  in 
protein. 

The  Chairman.  I  am  very  much  interested  in  it,  because  it  seems 
from  your  testimony  there  is  a  gap  in  there.  You  come  down  with 
the  high  glu tenons  wheat  into  South  Dakota  and  you  jump  over 
Iowa  and  Nebraska  until  you  get  down  into  Kansas,  and  you  produce 
that  good  wheat  again.     What  is  the  reason  for  that  ? 

Mr.  LoRiNG.  I  think  Senator  Ladd  could  answer  that  better  than  I 
could. 

Senator  Ladd.  I  think  in  North  Dakota  our  farmers  find  it  more 
profitable  to  raise  the  Durum  wheat.     That  has  a  special  use. 

Mr.  LoRiNG.  That  is  another  question  that  comes  in  here.  Durum 
wheat  is  very  heavy,  and  it  has  not  a  great  many  of  the  quaUties  for 
bread  flour,  and  even  if  it  is  blended  it  does  not  make  satisfactory 
flour.     It  had  a  purpose  of  its  own  and  should  be  protected. 

Senator  Norbeck.  What  is  it? 

Mr.   LoRiNG.  Macaroni. 

The  Chairman.  All  right,  Mr.  Lorin^,  you  may  proceed,  now. 

Mr.  LoRiNG.  The  American  miller,  if  Tie  is  to  live  or  to  be  successful 
in  a  large  degree  must  have  an  export  market  in  which  to  dispose  of 
the  flour  that  he  can  not  sell  at  home,  and  it  may  be  wise  or  unwise, 
but  our  consuming  public  are  not  inclined  to  accept  straights.  Thev 
regard  them  a.s  inferior  flours.  You  can  not  sell  it.  We  see  that  in 
the  most  remarkable  degree  in  rye.  After  the  war  we  were  unable  to 
run  our  rye  mill,  and  have  been  unable  to  operate  it  for  any  length  of 
time  since  the  war.  People  seemed,  to  have  gotten  their  fill  of  sub- 
stitutes. Personally,  I  think  rye  flour  is  one  of  the  most  delightful 
things  you  can  put  on  the  table,  but  people  will  not  buy  it.  Conse- 
quently rye  is  very  much  lower  relatively  than  wheat,  and  wheat  is 
bad  enough,  the  Lord  knows. 

Now,  I  have  dealt  with  various  parts  of  the  world  in  my  milling 
business,  from  Turkey  to  Japan,  and  I  am  fairly  well  acquainted  with 
the  temper  of  a  great  many  of  these  countries.  The  American  miller 
is  doing  a  large  part  of  His  exporting  into  countries  that  were  not 
ordinarily  sold  during  the  war.  We  have  gone  down  into  Turkey  and 
Egypt  and  all  the  Balkan  States,  and  I  admit  it  is  in  part  due  to  the 
fact  that  our  materials  are  reasonable  in  price,  and  the  want  of  food 
is  so  great  and  the  want  of  money  equally  great  tliat  they  are  disposeil 
to  buy  them.  Now,  I  can  not  help  feel  that  if  you  destroy  the  export 
milling  which  is  essential  to  the  industry,  and  tfiere  are  something  like 
6,000  or  7,000  mills  in  the  United  States,  as  the  Agricultural  Depart- 
inent  year  book  shows,  you  are  going  to  produce  a  verv  serious  condi- 
tion. Many  of  those  mills  are  going  to  the  wall  because  of  their 
unfortunate  geographical  situation,  many  of  them  are  going  to  the 
wall  because  of  bad  management  and  failure  of  banks  in  certain  sec- 
tions of  our  country,  and  others  will  go  to  the  wall  if  you  produce  a 
condition  where  they  must  only  operate  locallv  in  their  territory. 
Up  to  a  very  few  years  a^o  you  heard  no  talk  in  England  about 
the  protective  tariff.     I  don^t  think  that  up  to  the  time  of  the  war 
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you  would  hear  one  man  in  fifty  that  you  came  in  contact  with  that 
would  talk  about  the  protective  tariff,  and  yet  this  last  election  was 
fought  out  on  three  points,  the  conservatives  for  the  protective  tariff, 
the  liberals  for  free  trade — ^and  the  labor  party  for  capital  assessment. 
Those  were  the  three  things  that  were  uppermost  in  the  minds  of  the 
voters  of  England  at  this  last  election.  The  laborer  quite  naturally 
would  be  for  protection,  but  every  country  is  going  to  try  to  protect 
its  agriculture,  and  if  they  can  nor  protect  it  m  any  other  way  they 
are  going  to  protect  it  by  a  tariff.  We  have  laws  in  this  country  to 
prevent  dumping.  You  propose  under  this  bill,  as  I  read  it,  to  dump 
the  surplus  of  this  country  on  such  countries  as  it  can  be  dumped  on, 
and  we  will  have  a  protective  wall  built  up  such  as  we  never  dreamed 
of,  and  we  will  then  be  just  simply  an  internal  government. 

The  Chairman.  We  will  not  be  dumping  more  than  we  dump  now, 
will  we '( 

Mr.  LoRiNG.  Surely  we  will. 

The  Chairman.  It  can  not  be  unless  we  assume  the  bill  will  in- 
crease production. 

Mr.  LoRiNCi.  T  think  the  effect  would  be  to  increase  production. 

The  Chairman.  That  would  be  the  only  extent  to  which  our 
exportable  surplus  would  be  increased,  would  it  not? 

Mr.  LoRiNG.  No.  I  think  that  the  processes  by  which  the  grain 
is  sold  would  be  a  little  bit  more  logical  than  they  would  be  under 
Government  control,  in  that  those  classes  of  wheat  that  are  exportable 
are  the  ones  that  seek  the  market  rather  than  the  wheat  as  a  com- 
modity. WTiile  I  have  no  criticism  whatsoever  of  my  good  friend 
Barnes,  during  the  war  he  certainly  did  everything  to  bring  about 
the  best  solution  of  the  difficulties  that  this  country  was  confronted 
with,  but  yet  we  poor  people  in  the  Northwest  who  were  exceedingly 
loyal  were  most  beautifully  punished,  and  we  have  not  entirely 
recovered  from  it  yet,  and  it  was  not  because  of  an\'  desire  on  the 
part  of  Mr.  Barnes  to  treat  anyone  improperly  or  to  be  unjust  in 
any  respect,  but  he  took  away  our  wheat  and  gave  us  Oregon,  and 
if  you  can  imagine  the  trade  that  had  been  built  up  on  north- 
western wheat  grinding  Oregon  and  giving  it  to  the  public,  you  can 
imagine  what  our  business  was.  I  am  very  fearful  that  dislocation 
would  take  place  under  an}^  management  by  the  Government,  no 
matter  how  honest  or  desirous  they  were  in  carrying  it  on.  There- 
fore I  feel,  since  it  is  a  fact  that  this  grain  goes  into  milling,  that 
milling  is  essentially  a  large  factor  in  our  industrial  life  and  should 
not  be  entirely  overlooked. 

There  is  another  feature  of  this  bill  which  also  would  be  destructive, 
and  would  tend  to  eliminate  the  miller  and  ultimately  the  grain 
business  itself,  and  that  is  the  provision  in  the  bill  by  which  the 
department  on  the  loth  of  each  month  announces  the  price.  I  can 
not  conceive  of  any])ody  being  engaged  in  the  manufacturing  end  of 
the  grain  business  purchasing  the  raw  material  who  is  going  to  be 
told  what  the  price  of  the  gr^iin  is  or  what  it  is  worth.  Certainly, 
there  is  not  enough  in  the  milling  business  to  justify  any  such  con- 
dition. I  suppose  we  have  on  hand  to-day  5,000.000  bushels  of 
grain.  The  purchase  of  that  grain  certainly  lias  been  an  enormous 
advantage  to  our  northwestern  farmers.  It  has  prevented  the 
breaking  down  of  the  market.     We  have  been  enabled  to  buy  it 
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and  dispose  of  it.     We  certainly  could  not  buy  it  if  we  knew  it 
would  be  10  or  15  cents  less  on  a  certain  date. 

The  Chairman.  That  provision  of  the  bill  is  that  they  shall 
announce  the  price  on  the  fifteenth  of  the  month.  Of  course  that 
price  will  be  based  on  the  calculations  made. 

Mr.  LoRiNG.  And  nobody  knows,  .in  buying  that  grain,  what  is  it 
going  to  be. 

The  C^iairman.  Would  not  this  be  a  safe  conclusion  to  draw  from 
that,  that  since  the}^  would  base  it  on  these  tables  of  the  various 
articles  the  variation  would  be  ver}^  slight  ? 

Mr.  LoRiNG.  My  dear  man,  the  A^ariation  would  be  3  or  4  cents, 
which  would  wipe  out  any  profit  in  the  milling  business. 

The  Chairman.  W^ould  it  be  as  much  as  3  or  4  cents  ? 

Mr.  LoRiNG.  We  have  seen  davs  when  one  commoditv,  because — 
take  cotton,  for  instance.  It  was  not  so  many  years  ago  that  I  think 
we  had  a  bale  of  cotton  in  nearly  every  toAvn  in  the  South,  under 
that  appeal  'Buy  a  bale  of  cotton  for  $50."  I  think  every  place 
we  had  a  customer  in  Florida  and  Georgia  we  had  a  bale  of  cotton. 

The  Chairman.  Yes:  I  know  that,  and  while  I  am  not  responsible 
for  that  at  all,  I  have  thought  about  it  a  good  deal,  and  I  confess  T 
wonder  just  how  it  would  work,  but  I  think  it  is  fair  to  say  that  those 
who  propose  it  honestly  believe  it  would  work.  Now,  you  will 
always  be  basing  it  on  a  lot  of  commodities.  In  other  words,  they 
want  to  keep  the  purchasing  value  of  the  farmer's  dollar  the  same. 

Senator  Norbeck.  Based  on  the  404  commodities  ? 

The  Chairman.  Yes.  They  enter  into  the  cost  of  living  every- 
where. Unless  there  was  a  very  rapid  fluctuation  in  those  com- 
modities, it  does  not  seem  to  me,  taking  them  all  together,  as  a  whole, 
there  ever  would  be  a  time  when  there  would  be  a  wide  fluctuation. 
I  may  be  entirely  wrong,  but  it  seems  to  me  it  would  l)e  practically 
stable.  It  would  seem  to  me  that,  as  a  matter  of  fact,  this  would 
be  a  rather  stabilizing  influence.  I  suppose  your  objection  is  that  in 
your  business  you  have  to  buy  your  wheat  a  good  deal  more  than 
30  days  in  advance,  so  that  you  would  have  to  buy  it  at  a  price  which 
you  coidd  get  it  for  at  a  time  when,  the  price  had  not  yet  been  fixed. 

Mr.  LoRTNO.  As  the  condition  is  now,  Senator.  Our  concern  has 
never  been,  nor  have  I,  in  my  life,  a  speculator  in  grain,  nor  have  i 
ever  owned  any  grain.  1  have  always  been  a  paid  employee  of  the 
company  with  which  1  was  connected,  and  a  stockholder.  I  hav(^ 
always  ielt  very  strongly  that  a  man  occupying  the  position  I  did 
has  no  business  to  have  an  opinion  on  any  thing:  it  is  his  business  to 
attend  to  business.  So  that  the  company  with  which  I  have  hec»n 
ccmnected  has  never  been  directly  or  indirectly  engaged  in  speculation. 
My  predecessor  went  to  the  wall  on  that  speculation  business.  What- 
ever we  have  had  to  sell  we  have  sold  in  the  option  market  and  pro- 
tect ourselves,  or  we  sell  it  in  flour.  I  don't  know  what  the  provision 
of  the  AOTicultural  Department  might  be  as  to  permitting  millers  to 
protect  themselves,  but  certainly  we  would  not  have  any  grain  that 
we  could  not  dispose  of,  and  our  experience  during  the  war  would 
indicate  that  the  flour  buyer,  with  a  change  coming  on  the  15th  day 
of  the  month,  and  it  taking  from  10  to  20  or  30  days  to  reach  the 
consumer,  would  demand  that  the  price  be  made  after  its  arrival. 
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The  Chairman.  There  is  nothing  in  the  hill,  as  I  understand  it,  at 
least,  that  would  prohibit  you  from  engaging  in  any  protective 
measure  that  you  might  want  to  engage  in  or  that  you  now  engage  in. 

Mr.  LoRiNG.  I  realize  that,  but  I  (io  not  know  as  to  how  it  would 
function. 

The  Chairman.  Why  could  you  not  protect  yourself  just  the  same 
after  the  bill  was  passed  as  you  do  now  ? 

Mr.  LoRiNG.  I  do  not  know  whether  the  chambers  of  commerce 
would  function  under  that  bill  or  not. 

wSenator  McNary.  You  mean  the  grain  exchange  ? 

Mr.  LoRiNG.  The  grain  exchange. 

Senator  Norbeck.  That  depends  on  whether  the  speculator  on  the 
board  of  trade  would  be  as  willing  to  gamble  on  what  the  future  price 
would  be  as  they  are  now. 

Mr.  IjORIng.  I  don't  think  either  you  or  I,  my  dear  man,  could 
ever  prevent  gambling.     It  will  always  exist. 

Senator  Norbeck.  Then  you  would  have  the  same  opportunity  to 
protect  yourself  that  you  nave  now.  Are  you  not  selling  to  the 
gambler  now  ? 

Mr.  LoRiNG.  I  am  selling  to  Mr.  Warner  here,  who  wants  to  use  that 
as  protection  against  his  export  market. 

Senator  Norbeck.  I  thought  you  said  you  were  protecting  yourself 
bv  selling  in  the  futures  market.  That  is  seUing  to  the  gambler,  is  it 
not? 

Mr.  LoRiNG.  Not  necessarily.  It  may  be  to  a  man  who  wants  pro- 
tection, just  as  I  do. 

The  Chairman.  You  don't  know.  It  may  be  a  gambler  and  it 
may  not. 

Ht.  Loring.  I  don't  know.     I  have  no  means  of  knowing  that. 

The  Chairman.  Couldn't  you  do  that  just  the  same? 

Mr.  Loring.  I  don't  think  that  the  exchange  would  function  under 

this  bill. 

The  Chairman.  If  they  did,  would  not  that  to  a  great  extent,  at 
least,  drive  the  so-called  gambler  out  of  the  business  ?  That  is  where 
he  goes  to  gamble. 

Mr.  Loring.  I  don't  know  that  j^ou  gentlemen  will  agree  with  me, 
but  I  am  rather  of  the  opinion  that  the  gambler  has  been  an  asset 
rather  than  a  liability. 

The  Chairman.  That  is  not  the  question.  I  don't  think  that 
answers  the  question. 

Mr.  Loring.  No;  I  guess  it  doesn't. 

The  Chairman.  I  have  always  thought  if  we  could,  in  our  food 
products,  prohibit  gambling,  we  ought  to  do  it,  because  I  think  the 
principle  is  entirely  wrong. 

Senator  Norbeck.  You  think  the  larger  purchases  on  the  board 
of  trade  are  actual  transactions,  then  ? 

Mr.  Loring.  Yes.  For  instance,  with  us,  you  take  it  at  this  season 
of  the  year,  we  would  be  undoubtedly  short  on  options.  Why? 
Because  of  the  large  volume  of  wheat  we  have  and  our  inability  to  sell 
flour  rapidly  enough  to  meet  that  situation  and  at  a  price  at  which 
you  can  dispose  of  it  and  pay  your  interest,  and  yet  we  want  that  for 
anv  industry. 

wSenator  Norbeck.  From  the  testimony  before  this  committee  at 
other  long  sessions,  I  have  always  been  led  to  believe  that  there  is 
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about  a  hundred  times  as  much  trading  in  grain  as  there  was  actual 
grain. 

Mr.  LoEiNG.  Like  a  dollar  bill.  How  many  times  does  a  dollar 
bill  pass?  It  goes  around  and  around  and  aroimd.  I  don't  know 
how  many  times  it  passes,  but  a  great  many.  We  sell  wheat  and 
another  man  buvs  it  to-day,  and  we  buy  it  back  to-morrow,  and  the 
other  fellows  sell. 

Senator  Johnson.  May  I  ask  you  a  question  ?  This  was  up  before 
the  committee  the  other  day.  When  you  make  a  big  sale  of  flour, 
have  you  already  bought  tnat  wheat  from  which  to  manufacture 
that  flour,  or  are  you  buying  the  same  day  in  the  market  for  pro- 
tection ? 

Mr.  Loring.  W^e  buy  the  same  day  in  the  market.  We  could  not 
step  in  the  market — let  me  answer  that  question  quite  clearly.  It  is 
not  an  imusual  thing  for  us  to  sell  100,000  barrels  of  flour  a  day. 

Senator  Johnson.  Your  capacity  per  day  is  how  much? 

Mr.  Loring.  We  can  make  30,000  barrels.  The  trade  goes  in 
spells.  It  is  very  marked.  You  see  it  just  as  markedly  as  you 
would  changes  in  weather.  When  one  concern  is  selling,  as  a 
general  proposition  they  all  are  selling.  There  might  be  200  or  1,000 
cars  of  wheat  on  the  market,  but  you  would  appreciate  that  no  mill 
of  large  capacity  could  step  into  that  market  and  buy  the  type  of 
grain  it  wanted  that  day  without  raising  that  market  to  a  point  that 
would  be  fatal.  Therefore  he  must  of  necessity  protect  himself 
by  some  margin.  As  the  grain  arrives  it  is  picked  up  and  it  is  dis- 
posed of,  and  orderly  business  goes  on. 

Senator  Johnson.  Do  you  think  this  bill  will  interfere  with  that 

business  ? 

Mr.  Loring.  Yes;  undoubtedly. 

Senator  Johnson.  It  will? 

Mr.  Loring.  Yes,  sir. 

Senator  Johnson.  By  stabilizing  or  setting  the  price  the  loth  day  of 
every  month,  the  ratio  price  ? 

Mr.  Loring.  It  would  be  very  much  wiser  in  my  judgment,  if  you 
Are  going  to  have  a  price,  to  do  it  the  way  you  did  during  the  war 

period,  have  one  price. 

Senator  Johnson.  Now,  on  another  subject.  Supposing  by  going 
in  after  we  enact  this  bill  into  law,  that  you  business  men  will  follow 
that  so  that  it  would  not  be  necessary  for  this  commission  to  function 
at  all,  if  the  farmer's  price  will  equal  the  things  he  buys;  that  is,  the 
price  of  the  things  that  he  sells  will  equal  or  compare  with  the  price 
of  the  things  he  buys,  then  this  commission  will  not  function.  Is 
that  correct  ? 

Mr.  Loring.  Oh,  yes,  sir;  but  I  can  not  beheve,  with  the  conditions 
in  this  country,  that  all  commodities  will  remain  stable.  It  depends 
upon  climatic  conditions.  Our  trouble  very  largely  in  the  Northwest 
is,  to  my  mind,  due  to  the  fact  that  we  had  12  inches  of  rain  less  than 
normal  last  year,  as  I  understand  it. 

Senator  Johnson.  Would  not  the  big  business  men  in  every  line  in 
this  country  try  then  to  help  out  and  assist  in  every  possible  way, 
because  they  know  that  they  can  do  more  business  if  the  farmer  gets 
a  square  deal  to  put  him  up  to  a  level  with  the  people  that  he  has  to  do 
business  with  ?  What  is  your  idea  about  that  ?  Do  you  think  that 
will  help  to  stabilize,  even  if  this  concern  does  not  function  at  all? 
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Mr.  LoRiNo.  I  think  your  bill  will  have  a  tendency  temporarily  to 
stabilize  for  a  time,  but  I  think  it  will  produce  other  conditions  which 
will  become  more  serious  to  this  country  than  stabilizing  for  the 
moment  the  unfortimate  condition  of  the  farmer. 

Senator  Johnson.  Do  you  mean  to  say  that  by  not  allowincr 
speculation  that  will  be  detrimental  to  the  market'  like  the  o-rain 
market,  for  instance  ?  *" 

Mr.  LoRiNG.  Yes;  if  vou  have  no  means  of  taking  care  of  your 
pain  you  will  have  to  have  buyers,  and  vour  ])uver  will  be  Verv 
loath  to  take  a  chance.  He  can  not  afford  to  take  a  risk  with  the 
small  percentage  of  profit  there  is  in  the  business,  and  I  feel  very 
strongly  that  this  country  is  much  more  interested  in  developing 
its  manufacturing  industries  and  world-Ande  marketing  than  in  anv'- 
thing  else. 

Senator  Johnson.  Pardon  me  for  asking  vou  that.  You  are  a 
miller.     May  I  ask  you  another  question  ? 

Mr.  I^RiNG.  Certainly. 

Senator  Johnson.  We  have  been  told  that  the  cost  of  what  the 
middleman  charged  between  the  farmers  and  the  mills  is  very  low. 

Mr.  Loring.  The  cost  between  the  middleman 

Senator  Johnson.  Yes;  the  middleman's  profit  between  the  farmer 
and  the  mill  is  very  low.  but  between  the  miller  and  the  consumer  it 
is  high.  I  mean  at  the  time  when  the  mill  gets  hold  of  the  grain 
and  manufactures  it  into  flour,  and  then  the  baker  gets  hold  of  it, 
that  is  where  the  biggest  profit  is  made.  1)V  the  middlemen.  Is 
that  correct  *? 

Mr.  Ix)RiNG.  The  cost  of  handling  grain  is  shown  bv  the  statistics 
which  1  think  two  or  three  departments  hav(^  made  to  be  com- 
paratively a  small  amount. 

Senator  Johnson.  Yes;  but  then  beyond  that. 

Mr.  I^RiNG.  Bevond  that  the  statistics  go  to  show  from  the 
auditoi-s — I  think  I  am  acouainted  with  auditors  in  nearly  all  of 
the  countries,  and  they  tell  me  that  the  n)illing  business,"^  world- 
wide, pays  the  least  percentage  of  profit  on  the  capital  invested  of 
any  business  they  have  ever  examined,  in  world-wide  conditions. 
When  it  passes  out  of  the  hands  of  the  miller  the  profit  is  appar-  . 
ently  very  great.  It  costs  us  more  money  to  deliver  a  package  of 
flour  in  Minneapolis  to  the  grocer  than  it  co'sts  to  manufacture.  That 
IS  the  labor  cost  of  manufacture  and  the  overhead.  The  cost  of 
handling  is  too  great  and  we  are  suffering  to-dav  in  this  country  to 
a  very  large  degree  by  too  many  middlemen. 

The  Chaiuman.  To  whom  do  you  sell  flour  ^ 

Mr.  Ix)RiNG.   Everycme.     To  everyone  who  wants  it. 
^^The  Chairman.  1    undei-stand   that    vou   are   not   di-crimimiting. 
That  is  not  the  object  of  the  question.  '  As  a  general  rule,  now,  who 
buys  your  Hour  ^     For  instam-e,  you  said  \'ou  sold  10(),()()()  barrels  in 
one  day. 

Mr.  l^iiiN(j.  Tliat  was  spread  all  over  the  rfiitod  States. 

The  Chairman.  What  kmd  of  people  (» 

Mr.  J^RiNG.  All  kinds.      FJttle  bakers,  big  ])akers.  and  relailei-s. 

The  Chairman.  And  jobbers  ( 

Mr.  LoRiNG.  Yes.  sir. 

The  Chairman.  Do  you  sell  direct  to  retailers  ( 

Mr.  Jx)Ring.   Yes,  sir;  in  some  cases. 
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The  Chaikmax.  Is  that  a  general  practice? 
Mr.  LoRiNG.  r  think  it  would  run  very  close  to  a  third. 
The  Chairman.  To  the  retailer? 
Mr.  IjOring.  Yes.  sir. 

The  (^hairmax.  And  two-thirds  goes  to  the  v.holesaler  and  jobber  < 
Mr.  IjOring.  And  bakers. 

The  Chairman.  When  you  sell  to  a  j(»bber.  to  whom  does  he  sell  f 
Mr.  Loring.  To  the  same  class  of  people  we  do. 
The  Chairman.   Does  he  sell  then  to  tne  wholesaler? 
Mr.  Loring.  No.     I  doubt  if  he  sells  to  the  wholesaler.     He  selN  to 
I  he  man  who  buys  25  or  40  barrels. 

The  Chairman.  He  sells  to  the  retailer  and  baker? 
Mr.  TURING.  Yes,  sir. 

The  Chairman.  And  the  wholesaler  who  buys  from  you  sells  to  the 
retailer  ? 

Mr.  Ix)RiNG.  Yes,  sir. 

The  Chairman.  Is  there  any  difference  between  the  wholesaler  and 
jobber  ? 

Mr.  Loring.  A  jobber  of  flour  handles  nothing  V)ut  flour,  while  a 
wholesaler  in  our  case  usually  carries  other  products. 

The  Chairman.  What  I  am  trying  to  get  at  is  how  many  middlemen 
handle  it  })efore  it  gets  down  to  the  baker? 

Mr.  Loring.  I  should  think,  as  a  general  proposition,  there  would 
be  two  or  three. 

The  Chairman.  Name  them  ])y  their  occupations. 
Mr.  Loring.  We  would  first  sell  to  a  jobber  or  to  a  wholesaler, 
and  he  would  sell  to  a  retail  grocer,  and  that  would  be  two.  and  fre- 
quently it  is  resold,  or  possibly  sold  again  to  a  small  man.  a  small 
baker. 

The  Chairman.  How  about  the  big  consumer? 
Mr.  Ix)RING.  He  buys  it  from  the  retailer. 

The  Chairman.  The  flour  is  manufactured  by  you,  then  sold  to 
the  wholesaler  or  jobber  ? 

Mr.  Loring.  Well,  it  may  be  sold  direct  to  the  retailer. 
The  Chairman.  Yes;  it  may  he;  but  as  a  general  proposition  it 
goes  to  the  jobber  or  wholesaler,  and  he  sells  it  to  the  retailer? 
Mr.  Loring.  Yes,  sir. 

The  Chairman.  And  the  retailer  sells  to  the  consumer? 
Mr.  Loring.  Yes,  sir. 

The  Chairman.  Can  vou  tell  us  the  profits  of  these  various  dealers 
as  it  goes  down  the  line  ?  How  much  does  it  add  to  what  the  con- 
sumer has  to  pay  for  the  flour? 

Mr.  Loring.  1  should  say  as  a  general  proposition  before  it  gets 
into  the  hands  of  the  consumer  about  a  dollar  is  added. 
The  Chairman.  A  dollar  on  how  much  flour? 
Mr.  Loring.  On  a  barrel. 

Senator  Norbeck.  What  percentage  is  that  of  your  charge? 
Mr.  Loring.  The  price  of  flour  varies,  but  let   us  call  it  $6. 
Senator  Norbeck.  You  sell  it  for  $6  ? 

Mr.  Loring.  And  the  retailer  would  get  about  a  dollar  over  that. 
Senator  Norbeck.  The  consumer  pays  a  dollar  more  than  that 
plus  the  freight  ? 

Mr.  lx)RiNG.  Yes,  sir. 
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Senator  Norbeck.  In  your  answers  to  the  chairman's  questions 
regarding  the  various  steps  from  the  miller  down  to  the  consumer, 
you  said  you  sold  in  some  cases  direct  to  the  baker  'i 

Mr.  LoRiNG.  Yes,  sir. 

Senator  Norbeck.  Why  don't  you  do  that  in  all  instances  rather 
than  go  through  two  or  three  agencies. 

Mr.  LoRiNG.  Because  the  average  of  them  ask  for  credit. 

Senator  Norbeck.  You  don't  extend  credit  to  them? 

Mr.  LoRiNG.  We  can  not  extend  the  credit  that  they  desire.  I 
think  we  have  something  like  5,000  customers  in  Chicago. 

The  Chairman.  Do  you  sell  to  them  in  less  than  carload  lots  ? 

Mr.  LoRiNG.  Anything  thev  want. 

The  Chairman.  Do  you  sell  at  the  same  rate  ? 

Mr.  LoRiNG.  We  have  a  differential.  That  is,  we  charge  for  service 
rendered,  so  much  for  storage,  so  much  for  delivery. 

Senator  Johnson.  I  have  been  told  that  Pillsbury's  Best  was 
selling  in  Washington  cheaper  than  in  Minneapolis.     Is  that  correct  ? 

Mr.  LoRiNG.  No,  indeecf.  W^e  have  here,  unfortunately,  trouble 
with  a  condition  which  I  wish  you  gentlemen  would  correct,  and  that 
is  the  chain  store  which  will  sell  stuff  at  a  less  price  than  we  sell  it 
to  him,  and  it  raises  the  very  devil  with  us.  Our  men  say,  ^'I  can 
go  over  to  this  chain  store  and  buy  flour  cheaper  than  you  sell  it  to 
me  by  the  carload,  and  if  you  don't  stop  it  we  will  quit." 

The  Chairman.  What  do  you  do  wlien  they  say  that? 

Mr.  Loring.  We  just  say,  ''This  is  the  United  States  Government, 
and  a  man  has  a  right  to  do  with  his  stuff  what  he  pleases  when  he 
buys  it,"  and  I  agree  with  him. 

The  Chairman.  Do  you  say  you  won't  sell  to  him  ? 

Mr.  Loring.  That  question  came  up  with  us  to  a  very  marked 
degree  years  ago,  and  my  people  were  of  the  belief  that  we  should 
not  sell  these  people.  I  took  the  position  that  no  concern  or  govern- 
ment can  continuously  defeat  economic  problems;  economic  prob- 
lems are  beyond  power  of  legislation  ana  are  beyond  the  power  of 
control,  and  that  condition  would  right  itself. 

Senator  McNary.  Do  they  handle  that  at  a  profit  ? 

Mr.  Loring.  No,  sir;  at  a  loss. 

Senator  McNary.  And  they  make  up  the  loss  on  some  other 
article  ? 

Mr.  Loring.  Yes.  It  is  serious  with  us.  We  have  it  right  here 
in  Washington,  as  the  Senator  speaks  of,  where  we  find  independent 
people  say,  ''We  will  take  your  flour  and  throw  it  out,"  and  it  costs 
a  large  amount  of  money  to  establish  business,  a  very  large  amount 
to  get  the  public  in  the  habit  of  buying  your  goods.  And  that  is  one 
of  the  vital  things  connected  with  the  export  business.  If  you  drive 
the  American  miller  out  of  the  export  business  it  means  lie  is  per- 
petually out  of  it:  he  never  gets  back. 

Wlien  we  get  in  we  hate  to  go  out,  even  though  we  have  to  lose, 
because  the  public  never  comes  back,  or  does  not  come  back  readily. 
But  I  take  this  position,  that  it  is  economically  sound  that  a  man  can 
sell  goods  for  cash  for  less  than  credit,  and  we  might  just  as  well  meet 
that  situation  first  as  last.  It  is  pretty  hard  to  demonstrate  that  to 
the  little  grocer.  Many  of  the  grocery  stores  in  the  country  are 
delivering  articles  on  which  the  average  cost  of  delivery  is  18  to  20 
cents,  the  average  cost  of  the  article  delivered,  therefore,  with  the 
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credit  involved,  he  has  not  any  profit.  I  question  very  much  if  we 
should  close  up  our  accounts  in  the  city  of  Chicago  we  would  not  find 
50  per  cent  oi  thejn  who  would  pay  a  hundred  cents  on  the  dollar. 
They  are  not  making  money,  but  there  are  too  many  of  them.  In 
my  own  town,  in  the  district  where  I  previously  lived — I  lived  on  a 
farm  and  know  something  about  the  vicissitudes  of  farming,  and 
unfortunately  I  can  not  get  it  into  my  income  statement — on  the 
street  on  which  I  lived,  which  has  been  taken  over  by  stores  there 
are  16  or  18  grocery  stores  within  three  blocks.  The  result  of  that 
is  that  the  overhead  is  so  great  per  stx)re  and  the  amount  purchased 
so  little  that  even  at  a  hundred  per  cent  they  can't  make  money,  and 
they  ought  to  go  out  of  business.  I  contend  it  is  logical  that  where 
somebody  starts  in  that  neighborhood  and  gives  these  people  an 
opportunity  to  buy  goods  at  a  fair  price  for  cash  he  is  domg  an 
economic  right,  and  I  am  with  him,  and  if  we  are  driven  out,  God 
help  us,  we  will  go  out. 

I  think  it  would  be  a  serious  mistake  to  kill  the  manufacturing 
business  of  the  country;  but  if  it  is  for  the  welfare  of  the  United 
States  to  kill  the  milling  business,  I  think  that  is  the  position  we  ought 
to  take,  if  it  is  for  the  welfare  of  the  community  as  a  whole.  I  don't 
think  that  you  gentlemen  or  any  man  can  sit  down  and  say  that  my 
industry  should  be  protected,  though  we  have  done  that  for  many 
years  in  this  country.  It  is  a  question  of  the  best  for  the  whole.  It 
is  not  a  question  of  whether  the  export  business  has  got  to  go  out,  or 
whether  the  millers  have  got  to  go  out;  it  is  a  question  of  what  is  the 
best  thing  that  will  happen  to  the  people  as  a  whole,  but  that  is  not 
going  to  be  obtained  by  killing  manufacturing  in  any  line  of  business. 

Now,  I  know  you  gentlemen  would  all  shy  at  the  word  ''bounty," 
but  lot  me  tell  you  something.  You  have  your  labor  protected.  In 
the  case  of  flour  suppose  that  you  export  50,000,000  bushels  of  grain 
to  a  country  that  is  already  full  of  orrain.  It  will  certainly  react  in 
time.  You  export  50,000,000  bushels  of  grain  when  you  should  not 
export  but  37,000,000  bushels  of  grain.  Wliy,  the  miller  can  take  that 
50,000,000  bushels  and  he  can,  if  you  will  help  him  finance  these  bills, 
or  if  you  don't  help  him  finance  the  bills  he  will  take  and  export  that 
37,000,000  bushels  of  grain  in  the  form  of  flour.  If  you  help  him  meet 
that  loss  that  is  not  as  great  as  the  loss  on  wheat  would  be,  help  him 
take  care  of  the  bills,  and  the  remaining  portion  will  remain  in  this 
country  for  the  benefit  of  the  farmer  in  feed,  which  he  badly  needs. 

The  Chairman.  You  mean  the  difference  between  the  50,000,000 
and  the  37,000,000  is  made  up  of  by-products? 

Mr.  Loring.  Yes.  They  are  badly  needed  in  this  country.  One 
of  the  greatest  difficulties  we  have  had  has  been  that  feed  has  been 
too  high.  The  farmers  complain  bitterly  of  the  price  of  feed  being 
too  high.  It  is  a  matter  of  absolute  fact  that  the  miller  would  like  to 
see  it  lower.  The  greatest  gamble  the  miller  has  is  in  his  by-products, 
and  the  lower  it  is  the  better  off  he  is. 

The  Chairman.  How  do  you  account  for  those  by-products  being 
so  high  ? 

Mr.  Loring.  Because  there  is  an  insufficient  quantity  manufac- 
tured. 

The  Chairman.  Then,  on  the  by-products  the  miller  must  make  a 
bigger  profit  than  he  does  on  his  flour  ? 

Mr.  Loring.  He  makes  none  on  his  by-products. 
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The  Chairman.  Then  still  3011  haven't  imswered  the  question. 
If  he  makes  none  and  he  sells  at  cost  or  at  a  loss,  how  do  you  account 
for  the  high  pric^e  the  farmer  has  to  pay  when  he  gets  it  ? 

Mr.  LoRiNG.  Because  of  the  demand  for  it. 

The  Ch^airman.  The  competition  among  them? 

Mr.  LoRiNG.  Yes,  sir. 

The  Chairman.  Then  between  the  time  you  sell  it  without  profit 
and  the  time  he  bujs  it  somebody,  by  reason  of  that  competition, 
makes  a  profit  that  is  unreasonable  ? 

Mr.  LoRiNG.  I  would  have  to  explain  to  you  somewhat  the  milling 
business,  and  some  of  our  departments  have  claimed  to  the  Federal 
Trade  Commission,  at  least 

Senator  McNary.  What  are  the  by-products  you  have  m  mmd  ( 

Mr.  LoRiNG.  Bran,  shorts,  red  top,  and  low  grades. 

The  milling  business  is  conducted  on  what  may  be  a  very  improper 
or  illogical  method,  and  we  have  had  the  Federal  Trade  Commission 
and  I  think  the  Census  Bureau,  and  at  the  present  time  the  Income 
Tax  Bureau  and  a  few  others,  up  in  our  office  trying  to  educate  us, 
])ut  unfortunately  we  have  not  seen  the  light  as  yet,  because  I  can  not 
for  the  life  of  me  see  why  when  we  l)uy  a  bushel  of  wheat  we  should 
not  get  back  the  money  on  that  bushel  of  wheat.  We  are  not  particu- 
larly interested  in  what  we  get  our  money  out  of.  AVhat  does  that 
bushel  of  wheat  return  to  us  in  cash  is  what  interests  us,  and  the 
position  is  just  this:  The  miller  (as  far  as  I  know,  probably  nine 
hundred  and  ninety-nine  out  of  every  thousand)  makes  his  calcula- 
tions on  this  basis. 

Senator  Johnson.  May  I  ask  you  a  question? 

Mr.  LoRixG.  (Vrtainly.  r    .     xi      i 

Senator  Johnson.  Supposing  in  this  bill  the  farmers  of  the  North- 
west will  get  from  45  to  50  cents  per  bushel  more  for  a  bushel  of 
wheat:  how  much  will  tliat  incrc^ase  the  price  on  a  hundred  pounds 
of  bran,  sav,  or  shorts? 

Mr.  LoRiNG.  Mv  dear  man,  it  would  depend  upon  whether  any  ot 
us  nre  living  the*  day  Ave  have  a  surplus  of  t)ran.  If  we  had  the  bran, 
if  there  is  ifsurplus  of  it,  it  will  sell  at  a  low  price. 

Senator  Johnson.  The  reason  1  ask  vou  is  to  try  to  get  your  opinion 
about  it.  Butterfat  no  doubt  will  go  up  high  if  we  have  to  pa.\-  n 
third  moi-e  for  thc^se  bv-|)roducts  from  your  mill  in  order  to  manu- 
facture the  butterfat."  Thc^  reason  I  asked  you  was  to  g(^t  your 
idea  about  it,  because  according  to  your  statement  when  you  first 
started  out,  and  also  the  statements  of  the  witnesses  ahead  of  you, 
if  there  is  a  tendenev  under  the  bill  to  make  the  consumer  pay  more 
it  will  be  the  natural  result  under  the  McNary  bill  to  raise,  raise, 
raise,  and  there  never  will  be  a  level.     What  is  your  opinion  on  that? 

Mr.  LoRiNG.  As  I  tell  you,  the  price  of  it  will  be  increased  Avith 
the  demand.  If  the  teridencv  of  the  bill  was  to  shut  down  our 
mills  vour  feed  prices  would  advance.  How  much  they  would 
advance  would  depend  upon  how  many  mills  were  closed  down. 

Senator  Ladd.  What  is  the  wholesale  price  of  bran  ? 

Mr.  LoRiNG.  When  I  left  hom(^  it  was  about  $25,  Senator. 

Senator  Ladd.  And  the  retail  price  ?  ,  .       . 

Mr.  LoRiNG.  About  $4  more.  That  is,  1  tlnnk,  the  examination 
made  during  the  war  showed  that  was  about  the  margin. 

Senator  Ladd.   And  at  the  end  of  the  war  what  was  it? 
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Mr.  LoRiNG.  The  price  jumped  up  very  rapidly.  The  committe" 
put  the  price  down. 

Senator  Ladd.  Put  it  down  to  $27.50? 

Mr.  Loring.  Yes,  sir. 
'    Senator  Ladd.  What  is  it  now  % 

Mr.  Loring.  About  $25.  The  millers  are  exceedingly  anxious  to 
put  it  lower,  and  are  exceedingly  anxious  to  have  it  kept  low.  If 
there  was  any  way  you  could  get  in  and  get  the  millers  to  put  out 
bran  at  $10,  1  would  be  with  you,  because  there  is  so  much  risk. 

Senator  Norbeck.  Maybe  you  explained  this  before,  but  1  did 
not  understand  it.  The  milling  capacity  in  this  country,  you  said, 
would  grind  in  four  months  everything  we  consume  and  all  the  flour 
we  export. 

Mr.  Loring.  Yes  sir.  That  is,  thev  could  do  so.  Thev  never 
have  done  it. 

Senator  Ladd.  That  would  be  24  houi-s  a  day  ? 

Mr.  Loring.  Oh,  surely. 

Senator  Norbeck.  That  would  be  the  maximum  obtainable, 
would  it? 

Mr.  Loring.  Yes. 

Senator  Norbeck.  To  what  extent  does  that  include  wheat 
grown  outside  of  our  borders  ? 

Mr.  Loring.  I  could  not  answer.  Some  of  these  other  gentlemen 
<ould  answer  that. 

Senator  Norbeck.  The  grinding  for  the  domestic  supply  here  is 
the  largest  business. 

Mr.  Loring.  Oh,  yes. 

Senator  Norbeck.  You  export  some  twenty  per  cent? 

Mr.  Loring.  Oh,  no:  not  our  concern. 

Senator  Norbeck.  I  mean  the  milling  industry  as  a  whole. 

Mr.  Ix)RiNG.  Yes:  we  could  use  20  per  cent  foreign  grain. 

Senator  Norbeck.  I  mean  of  flour  exported,  there  would  be  less 
than  20  per  cent  ? 

Mr.  Loring.  It  would  be  comparatively  a  small  amount. 

Senator  Norbeck.  Now,  on  the  effect  of  this  bill,  Mr.  Loring,  you 
have  thrown  a  good  deal  of  light  on  many  questions  here.  Do  I 
understand  that  one  of  your  contentions  is  that  under  this  McNary 
bill,  even  with  possible  modifications,  it  would  have  a  very  adverse 
effect  on  the  milling  business,  owing  to  the  fact  that  you  would  have 
to  pay  a  higher  price  for  grain,  and  that  would  shut  you  out  of  the 
export  market  ? 

Mr.  Loring.  No,  my  dear  man,  I  don't  care  what  the  grain  price 
is,  because  we  can  pass  that  on  to  the  consumer. 

Senator  Norbeck.  Can  you  in  export  ? 

Mr.  Loring.  No.  Mv  thought  is  that  as  a  general  proposition  it 
is  very  dangerous  for  this  country  to  produce  a  condition  by  which 
we  build  a  tariff  wall  entirely  around  it,  no  matter  whether  it  is  the 
milling  business,  cotton  goods,  or  anything  else,  because  you  are 
bound  to  have  reaction  from  it,  and  we,  I  think,  have  not  reached 
the  point  where  we  should  be  simply  a  nation  inside  of  ourselves. 
We  can  not  live  that  way. 

Senator  Norbeck.  And  you  feel  that  is  what  would  happen  under 
such  a  plan  as  this  ? 
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Mr.  LoRiNG.  Yes,  sir. 

Senator  Norbeck.  Now,  one  other  question.  Realizing  the  disad- 
vantages that  the  farmer  works  under,  have  you  some  otner  sugges- 
tion as  to  how  this  thing  could  be  equalized  a  little  better  without 
producing  such  a  condition  as  you  speak  of  ? 

Mr.  LoRiNG.  I  am  very  mucn  opposed  to  any  kind  of  a  bonus  if 
we  can  avoid  it,  but  if  it  is  necessary  to  get  rid  of  our  surplus  products, 
it  certainly  should  be  done  in  the  form  of  manufactured  articles, 
rather  than  in  the  form  of  raw  material,  whether  it  be  the  milling 
industry,  cotton  or  wool,  or  anything  else,  because  vou  can  not 
afford,  in  my  humble  judgment,  to  go  to  work  and  kill  our  manu- 
facturing industry  in  this  country. 

Senator  Norbeck.  When  the  raw  material  goes  out  the  whole 
thing  goes  out,  including  the  by-products,  on  the  basis  of  your  sur- 
plus? 

Mr.  LoRTNG.  Yes;  it  does.  As  I  say,  I  think  the  natural  channels 
through  which  grain  or  any  other  commodity  will  move  will  take  care 
of  it  through  natural  movement,  and  if  word  goes  out  that  the  United 
States  Government  has  gone  on  record  as  intending  to  sell  all  of  its 
commodities  in  competition  with  the  other  nations,  that  the  Govern- 
ment itself  is  going  to  do  it,  you  would  get  reaction  from  it  just  as 
sure  as  we  are  sitting  here. 

Senator  Norbeck.  Even  though  we  do  not  increase  our  surplus  ? 

Mr.  LoRiNG.  Yes,  sir. 

Senator  Norbeck.  I  am  frank  to  say  that  I  believe  this  will  result 
in  increased  production  unless  it  is  taken  care  of  in  some  way. 

Senator  McNary.  You  were  going  to  tell  us  the  basis  on  which  you 
figured  the  prices  of  the  various  products  of  wheat  ? 

Mr.  LoRiNG.  The  process  of  figuring  flour  in  nine  hundred  and 
ninety-nine  cases  out  of  a  thousand  is  something  like  this.  A  thou- 
sand pounds  of  wheat  produces  certain  things.  So  much  is  called 
gatent  flour,  so  much  clear  flour,  so  much  second  clear  flour,  so  much 
^ed  Top,  so  much  bran,  so  much  shorts.  That  is  five  articles.  It  is 
impossible,  as  a  general  proposition,  to  sell  all  those  things  concur- 
rently. To-day  we  have  a  market  for  patent;  to-morrow  we  have  a 
market  for  second  clear;  the  next  day  we  have  a  market  for  some 
other  thing.  They  can  not  be  sold  on  the  market  on  the  same  day, 
so  that  you  take  so  many  pounds  of  bran  in  your  thousand  and  you 
multiply  that  by  what  you  think  the  market  will  take  on  that,  and 
you  treat  your  shorts  in  the  same  way,  and  your  second  clear,  and  so 
on  with  the  five  articles,  and  having  arrived  at  the  amount  of  money 
those  will  produce,  you  deduct  that  from  the  total  cost  of  the  wheat 
plus  the  freight  charge  and  divide  that  by  the  remaining  portion  of 
your  wheat  and  fix  the  price  on  that  commodity,  which  is  the  basic 
commodity  of  all  your  milling. 

Senator  McNary.  Let  me  ask  you  a  question.  I  understood  you 
to  say  that  you  protect  yourself  now  by  resorting  to  hedging  i 

Mr.  Lortxg.  Yes,  sir. 

Senator  McNary.  And  you  believe  the  enactment  of  this  bill  would 
destroy  your  opportunity  to  hedge  ? 

Mr.  LoRiXG.  When  I  left  home  we  had  no  hedges  in  America.  We 
had  only  one  hedge,  and  that  was  on  wheat  that  was  bought  in  Canada. 

Senator  McNary.  You  believe  the  enactment  of  such  a  measure 
would  destroy  the  operation  of  the  grain  exchanges  ? 
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Mr.  LoRiNG.  Yes,  sir.  That  is  not  so  serious,  I  think,  the  destruc- 
tion of  my  business 

Senator  McNary.  I  want  to  get  this  information,  if  I  can.  Is  it 
possible  for  you  to  go  out  and  hedge  through  any  other  agency  than 
the  grain  exchange  ? 

Mr.  LoRiNG.  That  is  where  we  do  our  hedging. 

Senator  McNary.  I  mean  if  the  grain  exchanges  are  destroyed, 
their  doors  are  closed,  is  there  any  other  agency  through  which  you 
could  hedge  ? 

Mr.  LoRTNG.  No,  sir;  except  the  flour,  and  flour,  I  think,  under  this 
bill  would  be  sold  on  the  basis  of  price  days  arrive  and  not  the  price 
days  sold. 

The  Chairman.  If  you  are  through,  I  want  to  ask  you  one  more 
question.  You  stated  at  the  beginning  of  your  testimony  that  you 
are  interested,  like  we  are,  in  trying  to  find  the  solution  oif  a  difficult 
problem  which  you,  like  we,  admit  is  before  us. 

Mr.  LoRiNG.  There  is  no  question  about  that. 

The  Chairman.  You  have  confined  your  testimony  entirely  to 
objections  to  what  has  been  proposed.  On  behalf  of  the  committee 
I  want  to  ask  you  (because  I  am  assuming  that  you  are  just  as 
sincere  as  we  are)  if  we  do  not  reach  in  the  bills  before  us  the  right 
solution,  if  there  is  anything  that  we  can  do  that  will  solve  it  or  help 
to  solve  it,  what  should  it  be  ? 

Mr.  LoRiNG.  I  think  you  gentlemen  have  got  one  of  the  hardest 
problems  that  ever  was.  It  is  a  problem  that  has  occurred  contin- 
ually. 

The  Chairman.  Is  it  a  problem  that  can  be  solved  ?  If  there  is  no 
way  to  solve  it,  we  want  to  know  that.  If  we  haven^t  anything 
before  us  that  will  solve  it,  and  there  is  something  that  will  solve  it, 
give  us  your  idea  as  to  what  we  ought  to  do.  Tell  us  what  will  better 
what  we  all  admit  is  the  unfortunate  condition  of  the  famer? 

Mr.  LoRiNG.  I  think  the  condition  of  the  farmer  to-day  is  most 
unfortunate,  and  to  the  extent  that  it  is  possible  for  Congress  to 
relieve  him  it  should  be  done.  I  think,  too,  in  the  section  in  which  it 
is  intended  to  apply  the  Norbeck  bill  will  be  a  good  thing.  I  think 
the  War  Finance  Corporation  saved  the  country  from  going  into 
bankruptcy  some  time  ago  by  its  assistance  and  cooperation  in  sus- 
taining the  banks.  I  don't  think  that  any  law  can  regulate  economic 
problems. 

The  Chairman.  To  be  frank,  now,  and  get  right  down  to  the 
point,  is  it  your  judgment  that  we  are  faced  with  an  impossibility? 
I  am  asking  this  question  now  in  no  critical  sense.  If  we  are  face  to 
face  with  an  impossible  proposition,  I  want  to  know  it.  Men  like 
you  that  have  spent  their  lives  in  the  manufacture  of  wheat  have 
opinions  on  it,  and  especially  when  they  show  themselves  to  be  very 
sincere,  as  I  think  you  have,  that  ought  to  be  of  considerable  value 
to  us  as  legislators.  Are  we  confronted  with  an  impossible  proposi- 
tion ? 

Let  me  say,  before  you  answer  that,  that  the  Norbeck  bill,  which 
you  speak  of  and  which  we  have  already  approved,  does  not  pretend 
to  solve  this  problem.  It  is  not  offered  oy  Senator  Norbeck  as  a 
solution  of  the  problem.  It  is  an  effort  to  relieve  a  situation  more  or 
less  local  in  its  nature,  because  we  felt  that  that  section  was  suffering 
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a  little  worse  than  the  general  class  of  farmei*s.  But  tliat  is  all  that 
it  was  intended  to  do.     It  is  not  an  answer  to  the  question. 

On  the  other  hand,  while  I  think  the  War  Finance  Corporation 
has  done  a  good  deal  of  good,  it  seems  to  me  nothing  that  they  have 
offered  is  anything  more  than  the  loaning  of  more  money,  the  adding 
of  interest,  mcreasing  of  indebtedness,  that  I  think  all  students  of 
the  situation  now  admit  is  not  a  solution.  The  farmer,  I  think 
everyone  will  admit,  is  already  too  much  in  debt,  and  it  would 
really  be  an  injury  to  him  to  loan  him  more  money.  It  will  only 
add  to  the  amount  that  he  must  pay  by  way  of  interest.  So  I  believe 
it  is  generally  conceded  that  that  will  not  remedy  the  situation. 

Mr.  LoRiNG.  No.  The  farmer  has  had  too  much  credit.  He  is 
suffering  from  too  much  credit  the  same  as  many  business  men  are 
suffering  from  too  much  credit.  If  they  had  had  less  it  would  have 
been  better,  and  they  would  be  better  off  now. 

The  Chairman.  Then  what  are  we  going  to  do  ( 

Mr.  LoRiNG.  I  don't  think  you  can  regulate  by  law  economic 
conditions.     I  don't  think  it  can  be  done. 

The  ChairMxVN.  Now,  we  have  do^e  what  you  have  suggested;  or 
this  committee,  at  least,  has  voted  out  the  Norbeck  bill.  In  addition 
to  giving  additi(mal  power  to  the  War  Finance  Corporation,  what 
else  are  we  going  to  do  I 

Mr.  LoRTXG.  I  don't  think  we  ought  to  criticize  the  farmer,  because 
we  are  all  of  us  human. 

The  CmviRMAN.  Criticize  him  if  he  is  entitled  to  it.  Criticism  that 
is  constructive  is  beneficial  to  the  man  criticized. 

Mr.  LoRix'j.  I  don't  want  any  tiling  I  say  to  be  construed  as 
meaning  that  i  have  anything  but  the  deepest  sympathy  for  the 
farmers,  because  I  have,  but  I  fear  that  this  condition  that  the 
farmer  in  the  Northwest  is  suffering  from  is  due  to  the  natural  inflation 
that  took  place  during  the  war,  in  fact,  and  too  much  opportunity 
to  get  money,  too  much  capital. 

Now,  if  I  may  be  pardoned,  in  Montana,  the  record  I  think  shows — 
and  Senator  Ladd  ma}-  be  able  to  give  all  those  records  very  much 
more  accurately  than  I  could — that  only  about  23  per  cent  of  the 
Montana  farmers  were  farmers  per  se.  They  were  barbers  and 
merchants  and 

The  Chairman.  I  think  it  is  fair  to  say  that,  basing  it  on  the 
evidence  before  the  committee  (and  1  have  been  hearing  it  for  three 
or  four  vears,  until  it  pretty  nearly  broke  me  down)  does  not  show 
that.  There  have  just  been  thousands  and  thousands  of  farmers 
that  are  striving  to  do  the  best  they  can,  living  on  their  farms  with 
their  wives  and  children. 

Mr.  LoRiNG.  You  are  speaking  of  North  and  vSouth  Dakota? 

The  Chairman.  The  country  generally. 

Mr.  LoRiNG.  I  am  speaking  now  of  Montana. 

The  Chairman.  I  don't  think  that  is  true  of  Montana,  that  23 
per  cent  are  living  in  town  and  just  running  in  and  out  to  their 
farms. 

Mr.  LoRiNG.  I  did  not  say  that.  I  think  they  were  not  fitted 
for  farming.  Only  about  23  per  cent  of  them  had  been  farming  prior 
to  their  going  into  that  country. 

Senator  Johnson.  If  they  had  been  fitted  to  raise  grain  they 
would   have   raised   grain   likewise   raised    potatoes   in    1922.    when 
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12,000,000  bushels  of  potatoes  were  not  dug.  As  you  say,  if  there 
is  a  lazy  farmer  among  the  farmers,  that  is  not  willmg  to  work,  that 
would  help  out  the  other  fellow,  wouldn't  it? 

Mr.  LoRiNG.  I  have  seen  it  where  one  farmer  on  one  side  of  the 
road  is  prosperous  and  the  farmer  on  the  other  side  is  not. 

Senator  Johnson.  The  one  that  works  hard  and  produces  more  is 
g()in<^  to  the  dogs  quicker  than  the  fellow  that  does  not  produce 

anything. 

Air.  LoRiNG.  I  would  rather  have  a  few  assets  than  none. 

Senator  Johnson.  Have  you  studied  the  Norris-Sinclair  bill  ? 

Mr.  LoRiNG.  No:  I  have  not. 

Senator  Ladd.  That  is  what  I  was  anxious  to  know— whether  your 
strictures  were  aimed  at  both  bills.     They  are  just   aimed  at  the 
McNary  bill  ? 
.     Mr.  LoRiNG.  I  have  not  seen  the  other  bill. 

Senator  Ladd.  Do  you  believe  that  organization  and  cooperation 
among  the  farmers  of  the  country  would  help  ? 

Mr.  LoRiNG.  Cooperation  where  properly  conducted  is  very  de- 
sirable. Unfortunately,  I  think,  due  to  a  lack  of  experience  to  a 
very  large  degree,  cooperation  in  this  country  has  not  been  as  success- 
ful as  cooperation  in  Europe.  Cooperation  in  Europe  has  in  many 
cases  been  wonderfully  successful.  I  assume  that  is  due  to  the  fact 
that  those  countries  have  been  educated  by  experience  in  years  gone 
by  and  they  have  made  cooperation  a  wonderful  success,  and  I  nave 
no  doubt  we  would  find  the  same  thing  true  with  our  people  if  we  had 
the  opportunity. 

Senator  Ladd.  Do  you  suppose  it  is  because  they  have  not  had 
organized  opposition  to  prevent  the  farmer  from  organizing  (! 

Mr.  LoRiNG.  You  don't  think  there  is  any  organized  opposition 
against  the  farmer,  do  you  ? 

Senator  Ladd.  Yes. 

Mr.  LoRiNG.  Oh,  no.  What  interest  could  have  anything  but  the 
best  interest  in  the  farmer  ( 

Senator  Ladd.  If  that  is  true,  then  why  did  the  Chamber  of  Com- 
merce of  Minneapolis  prohibit  any  cooperative  organization  from 
having  membership  in  the  chamber. 

Mr.  LoRiNG.  They  didn't,  Senator.  1  am  an  ex-president  of  the 
chamber  of  commerce.  My  understanding  of  it  is  that  any  organiza- 
tion, no  matter  where  it  is,  which  is  financially  responsible  and  will 
do  that  which  we  are  asked  to  do  as  members  of  an  organization,  can 
join  the  organization. 

Senator  Ladd.  That  is  very  different.  What  they  are  asked  to  do 
is  one  thing  and  what  they  have  a  right  to  do  under  cooperative 
organization  is  (|uite  a  different  thing. 

Mr.  LoRiNG.  Don't  you  think,  Senator,  it  is  quite  proper  that  the 
man  that  handles  yoiir  property  should  give  a  guaranty  that  it  is 
handled  honestly^ 

Senator  Ladd.  xVbsolutely. 

Mr.  LoRiNG.  There  is  no  question  about  that.  That  is  all  the 
chamber  of  commerce  asks. 

Senator  Ladd.  But  the  cooperatives  were  handling  theirs  honestly. 

Mr.  LoRiNG.  That  is  all  they  asked,  that  you  imdertake  to  handle 
it  honestly. 
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Senator  Ladd.  Then  the  hnding  of  the  Federal  Trade  Commission 
is  wrong  ? 

Mr.  Coring.  I  am  not  going  into  that  question.  Let  Mr.  McHugh 
answer  that,  if  you  want  to  go  into  it. 

If  you  are  through,  I  thank  you  for  your  consideration. 

The  Chairman.  We  will  take  a  recess  imtil  2  o'clock. 

(The  committee  then  recessed  until  2  o'clock.) 

AFTER   RECESS. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Gates  is 
the  next  witness. 

STATEMENT  OF  MB.  L.  F.  GATES,   CHICAGO,  ILL. 

« 

The  Chairman.  Give  your  name  and  business. 

Mr.  Gates.  L.  W.  Gates,  grain  commission  merchant,  Chicago. 
I  am  here  representing  the  grain  exchange  legislative  committee. 

Mr.  Chairman,  our  members  have  been  rather  reluctant  to  think 
that  a  bill  of  this  character  would  ever  have  serious  consideration  by 
this  committee,  and  probably  it  would  not  now  but  for  the  general 
sympathy  that  is  felt  for  the  farmer  in  his  depressed  condition  at  the 
present  time.  We  share  in  that  feehng  of  sympathy  and  think  that 
anything  that  can  be  done  that  will  hasten  the  natural  readjustment 
may  well  be  done.  But  genuine  sympathy  suggests  a  sound  plan  of 
relief  that  will  help  along  the  line  of  natural  readjustment  rather  than 
to  accentuate  the  trouble  that  we  have  at  the  present  time. 

In  speaking  about  this  bill,  although  it  contains  numerous 
agricultural  products,  I  speak  of  it  as  if  it  were  a  wheat  bill,  because 
the  supposed  exportable  surplus  of  wheat  is  the  thing  that  gave 
rise  to  it  very  largely.  We  ought  not  to  consider  a  bill  that  is  as 
unsound  as  this  even  if  it  has  plausible  arguments  in  its  favor,  because 
it  will  hurt  more  than  it  will  help;  it  will  aggravate  the  trouble, 
rather  than  relieve  it.  We  should  try,  if  we  can,  to  discover  what 
the  causes  are  and  to  remove  them  if  possible.  The  cause  seems 
to  be  the  world  overproduction  of  wheat  and  the  underconsumption. 
We  had  a  similar  situation  after  the  Civil  War.  High  prices  during 
that  period  led  to  such  an  extension  of  the  wheat  belts  in  the  West 
that  we  had  an  overproduction  that  lasted  for  30  years,  with  a 
continuous  decline  in  price.  The  situation  at  the  present  time  is 
similar  to  that,  except  that  it  is  world-wide  and  not  confined  simply 
to  the  United  States.  If  we  wish  to  relieve  that  situation  we  should 
relieve  it  along  the  line  of  either  decreasing  production  or  increasing 
consumption,  and  there  are  several  ways  open  to  us  to  stimulate  on 
both  sides. 

To  promote  diversification  under  such  a  bill  as  Senator  Norbeck 
has  introduced  under  present  conditions  will  help  to  relieve  the 
situation. 

To  stop  reclamation  projects,  opening  up  new  agricultural  lands, 
until  we  have  an  adjustment,  is  certainly  a  wise  thing  to  do,  because 
the  area  now  under  cultivation  in  the  United  States  produces  far 
more  than  we  need  or  can  profitably  produce  under  present  world 
conditions.  So  there  should  be  no  opening  up  of  new  agricultural 
lands. 
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And,  further,  we  must  consider  the  advisabilitv  of  adjusting  the 
tariff,  because  the  prices  in  this  country,  the  adjusted  prices,  will 
always  be  the  world's  level  plus  whatever  tariff  is  determined  upon 
as  necessary  to  shut  out  products  of  countries  that  can  produce 
more  cheaply  than  we. 

On  the  side  of  increased  consumption  we  may  well  encourage  con- 
sumption in  the  United  States,  in  so  far  as  that  may  be  done,  possibly 
by  some  such  voluntary  organization  as  we  had  in  war  time  for 
decreasing  consumption.  We  can  also  help  reestablish  Europe  to  a 
certain  .extent;  and  it  is  my  understanding  that  a  commission  over 
there  is  now  busy  to  see  what  we  can  do  along  that  line,  or  what  we 
would  be  justified  in  doing  on  the  other  side,  what  you  have  shown  a 
disposition  to  do  in  connection  with  the  Norbeck  bill  on  the  side  of 
production;  that  is,  you  can  help  consumption  by  giving  away,  if 
necessary,  such  of  the  exportable  surplus  as  is  a  burden,  to  those  who 
would  not  otherwise  be  wheat  consumers  in  Europe. 

The  bill  before  the  committee  at  this  time;  that  is,  Senate  bill 
2012  (the  McNary-Haugen  bill)  does  not  fit  this  program  at  either 
end,  because  by  holding  out  the  hope  of  a  higher  price  to  the  producer 
you  naturally  induce  him  to  put  in  a  larger  acreage,  and  by  raising 
the  price  to  the  domestic  consumer  there  is  a  tendency  to  decrease 
his  consumption.  In  such  a  situation  as  this,  if  the  bill  were  thor- 
oughly understood,  if  it  were  not  so  intricate  and  difficult  to  under- 
stand^ the  representatives  of  the  farmers  themselves,  as  a  long-time 
proposition,  should  be  down  here  in  opposition  to  it.  Those  who  are 
economists  oppose  this  sort  of  measure.  It  is  exceedingly  embarrass- 
ing for  people  who  are  purely  in  the  distributing  end  oi  this  business 
to  appear  in  opposition  to  it,  because  we  all  realize  that  the  future 
welfare  of  agriculture  in  this  country,  the  permanent  betterment  of 
the  condition  of  agriculture,  is  a  far  more  weighty  matter  than  what- 
ever may  happen  to  people  who  are  in  the  distributing  line,  and  the 
welfare  of  the  people  of  the  whole  country  is  even  greater  than  the 
welfare  of  those  in  agriculture  alone. 

This  bill  is  based  on  the  theory  of  an  exportable  surplus.  No  such 
surplus  exists  so  far  as  the  territoiy  east  of  the  Rocky  Moim tains  is 
concerned.  Taking  the  figures  of  the  Department  of  Agriculture  and 
bringing  them  down  to  date  we  find  this  situation  to  exist: 

On  the  1st  of  July  we  had  a  carry-over  east  of  the  Rocky  Mountains 
of  91,000,000;  west  of  the  Rocky  Mountains,  10,000,000  bushels;  the 
1923  crop  production  was  645,000,000  bushels  east  of  the  Rockies 
and  137,000,000  west  of  the  Rockies.  Domestic  requirements  for 
food,  seed,  and  feed,  on  the  basis  of  last  year's  consumption,  east  of 
the  Rockies,  would  take  care  of  583,000,000  and  west  of  the  Rockies 
51,000,000  bushels.  Everyone  concedes  that  there  is  a  material  ex- 
cess feeding  this  year,  which  Mr.  Nat  C.  Murray,  fonner  chief  of  the 
Crop  Reporting  Bureau,  estimates  as  28,000,000  east  of  the  Rockies 
and  7,000,000  west,  making  a  total  of  domestic  requirements  east  of 
the  Rockies  of  611,000,000  bushels  and  west  oi  the  Rockies  of 
58,000,000  bushels. 

Up  to  the  1st  of  January  there  had  been  exported  from  the  terri- 
tory east  of  the  Rockies  63,500,000  bushels  and  from  the  territory- 
west  of  the  Rocky  Mountains  35,500,000  bushels. 
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That  means  that  there  is  everv  prospect  of  a  resei-ve  for  carry-over 
and  for  export  of  61,000.000  bushels  east  of  the  Rocky  Mountains, 
plus  whatever  we  will  import  from  Canada,  as  compared  with 
91,000,000  bushels  last  year,  but  for  the  importations  from  Canada. 

In  other  words,  our  surplus  or  carry-over  into  the  new  crop  would 
be  30,000,000  bushels  less  than  last  year,  but  we  have  imported 
15,500,000  bushels,  so  that  we  are  on  a  basis  of  77,000,000  as  com- 
pared with  91,000,000  bushels  east  of  the  Rocky  Mountains. 

West  of  the  Rockies  there  is  admittedly  a  surplus  for  export  amount- 
ing to  about  40,000,000  bushels,  or  between  forty  and  forty-five  mil- 
lion bushels,  and  still  a  cany-over  of  as  large  a  quantity  as  was  car- 
ried over  last  year.  That  is  further  removed  from  the  territory^  east 
of  the  Rocky  Mountains  than  if  it  were  in  Canada.  The  freight  rate 
to  Missouri  River  points  from  those  Pacific  Coast  States  aniounts 
to  about  50  cents  a  bushel,  which  shuts  it  out  of  competition  as 
against  Canadian  wheat,  which  has  a  barrier  of  30  cents  a  bushel 

against  it. 

This  bill  was  first  ifientioned,  as  far  as  I  know,  by  the  vSecretary  of 
Agriculture.  In  his  report  on  ''The  wheat  situation"  he  mentions 
some  such  plan  as  this.  It  has  not  been  mentioned,  so  far  as  I  can 
learn,  by  the  President  in  any  plan  of  relief  he  has  suggested.  It  was 
bom  in  the  Agricultural  Department,  but  from  what  I  can  learn  of 
the  hearings  it  has  not  any  very  proud  father  in  the  Secretary  of 
Agriculture.  At  least  he  tas  not  been,  willing  to  indorse  it  in  any 
unqualiiied  way.  I  have  found  that  it  is  boosted  by  sonie  sections 
of  the  agricultural  press,  but  I  have  yet  failed  to  see  it  printed  any- 
where except  in  the  Government  print. 

The  devices  suggested  by  this  bill  are  ingenuous;  the  arguments 
in  favor  of  it  are  attractive;  the  promises  that  it  makes  to  the  farmer 
are  alluring.  But  this  bill,  as  one  reads  it,  leads  to  the  feeling  that  it 
is  practically  enforced  communism  upon  a  class  of  our  citizens  who» 
because  it  has  been  an  individualistic  class,  has  been  the  principal 
backbone  of  our  country.  In  fact  this  forces  into  a  national  wheat 
pool  every  wheat  producer.  It  is  not  a  voluntary  pool;  it  is  compul- 
sorv.  And  to  be  very  sure  that  every  wheat  producer  is  going 
to  be  stuck  on  it,  the  proposition  is  to  pay  him  part  in  money  and 
pait  in  scrip.  This  seems  to  us  to  be  paternalism  run  wild.  It 
is  a  tax  on  the  consumer  for  the  supposed  benefit  of  the  producer, 
but  the  return  to  the  producer  is  not  going  to  be  in  proportion  to  the 
tax  on  the  consumer.  This  is  an  attempt  to  repeal  temporarily 
the  law  of  supply  and  demand  and  to  replace  it  with  a  price-lixing 
scheme.  The  fact  that  the  price  changes  twelve  times  a  year  m- 
stead  of  being  one  establishea  price  for  the  year  does  not  lessen  the 
difficulties  incident  to  the  bill.  This  is  an  attempt  to  artifically  raise 
prices  temporarily  regardless  of  the  knowledge  that  the  ultimate 
readjustment  will  have  to  be  along  natural  lines. 

To  cany  out  this  bill  will  require  logically  a  licensing  system,  not 
only  for  all  distributers,  but  for  producers  as  well.  It  encourages 
the  most  widespread  dishonesty  and  evasion.  It  provides  for  ad- 
ministration by  men  who  for  the  management  of  the  affairs  of  such 
an  immense  corporation  will  receive  very  modest  compensation,  and 
consequently  it  is  likely  to  invite  administration  by  incompetents, 
with  very  natural  attendant  waste  and  extravagance.     It  will  delay 
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for  10  years  the  beginning  of  a  natural  readjustment  which  will  have 
to  come  in  time,  and  if  you  are  going  to  treat  all  classes  alike  it  means 
a  basis  for  extending  (jrovernment  control  to  all  industry — in  other 
words,  the  nationalization  of  all  business. 

There  are  a  good  many  absurdities  in  the  bill,  such,  for  instance, 
as  the  proposed  determining  in  December  of  one  year  what  the 
exportable  surplus  will  be  for  the  following  year,  when  the  crop  is 
not  even  grown,  and  we  haven't  any  idea  as  to  how  much  will  be 
grown.  There  is  the  notion  that  wnenever  the  price  goes  below  a 
ratio  basis  it  will  be  the  duty  of  the  export  corporation  to  raise  that 
price,  but  there  is  no  such  provision  for  lowering  the  price.  That 
may  be  done.  There  is  permission  given  to  do  it,  but  there  is  no 
assurance  that  it  will  be  done.  If  the  ratio  price  is  above  the  world 
level  plus  the  tariff,  then  we  shall  be  constantly  subjected  to  im- 
portation. If  it  is  below  the  level,  then  if  it  works  out  successfully 
smuggling  will  be  very  much  encouraged.     It  is  my  belief  that  if 

»  1  t  e       "x  '  '  "111- 

that  thing  operates  for  10  years,  at  the  end  of  that  time  it  will  be 
necessary  to  make  it  perpetual,  because  the  corporation  will  be,  by 
that  time,  so  loaded  with  mills  and  elevators  and  other  property 
which  could  not  be  disposed  of  that  it  will  be  necessary  to  carry  it 
on  indefinitely,  to  the  great  joy  of  friends  of  Russia  and  the  I.  W.  W., 
and  similar  groups. 

This  committee  has  said  a  good  deal  to  us  in  the  past  about  specu- 
lation. It  has  said  a  good  deal  about  gambling.  It  seems  to  me 
that  for  this  committee  to  speculate  with  the  future  of  agriculture 
in  the  United  States  upon  this  kind  of  a  tip  is  the  worst  form  of 
gambling  that  could  be  indulged  in. 

The  ])iogram  that  I  have  suggested  may  not  sound  good.  The 
readjustment  will  have  to  be  in  the  end  along  permanent  lines.  It 
can  not  be  othenvise,  because  the  law  of  supply  and  demand  may  be 
set  aside  for  a  time,  but  it  is  bound  to  eventually  prevail,  and  no  plan 
which  does  not  follow  and  help  that  natural  readjustment  should  ever 
be  adopted,  because  you  simpl>  postpone  the  time  when  the  natural 
readjustment  can  come. 

That  is  all  I  wish  to  say,  gentlemen. 

Stmator  McNary.  What  effect  would  the  operation  of  this  bill 
hav(^  upon  the  grain  exchange  of  Chicago  ? 

Mr.  Gates.  Senator,  I  made  the  statement  before  you  came  in 
that  the  efTect  that  a  bill  of  this  kind  might  have  on  the  grain  trade 
.should  not  be  a  main  consideration  here.  The  interests  of  agri- 
culture and  the  future  welfare  of  agriculture  are  so  much  more  im- 
])()rtant  than  the  interests  of  the  distributing  end  of  it  that  that  should 
not  be  a  factor  in  the  discussion. 

Senator  McNary.  It  should  not  be,  but,  then,  naturally,  in  the 
light  of  human  })erfec'tion,  it  is.     You  are  a  member  of  the  exchange  ( 

Mr.  Gates.  Yes,  sir. 

Senator  Nohbeck.  Prcvsident  of  the  Chicago  Grain  Exchange  i 

Mr.  Gates.  Yes,  sir. 

Senator  McNary.  Don't  you  take  that  element  into  consideration 
in  your  study  of  this  bill  ^ 

Mr.  Gates.  Certainly. 

Senator  McNary.  What  effect,  then,  in  your  opinion,  would  it 
have  upon  th(^  operations  of  the  grain  exchange  ( 

Mr.  Gates.  I  think  it  would  be  absolutely  iniixvssible. 
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The  Chairman.  What  would  ho  impossihle? 

Mr.  Gates.  To  continue  to  operate  the  exchanges.  The  exchange 
can  not  operate  unless  you  have  natural  conditions  prevailing  which 
that  exchange  can  reflect. 

Senator  Gooding.  This  will  take  out  the  element  of  risk  there, 
however,  will  it  not,  and  kind  of  stabilize  the  price,  and  the  gambling 
feature  would  be  eliminated :  that  makes  an  interest  in  the  exchange. 
Is  not  that  about  it  ? 

Mr.  Gates.  No;  it  would  simply  transfer  the  necessity  of  gambling 
from  one  class  to  another.  It  would  compel  everyone  who  handled 
grain  to  become  a  gambler. 

Senator  Gooding.  He  would  know  what  price  he  would  have  to 
pay  for  it,  and  that  would  be  fixed,  would  it  not,  in  advance,  so  that 
there  would  not  be  any  gambling. 

Mr.  Gates.  The  price  to  the  consumer  would  be  fixed,  yes;  but  the 
price  to  the  producer  would  not  be  fixed. 

Senator  Gooding.  Well,  we  think  it  would.  At  least,  speakmg 
for  myself,  I  think  it  would. 

Mr.  Gates.  Speaking,  Senator,  about  stabilization,  the  price  ot 
wheat  is  stabilized  now.  If  you  have  watched  the  market  for  the 
past  six  months  you  will  find  that  there  has  not  been  a  fluctuation  of 
10  cents  a  bushel  in  the  price  of  contract  wheat  in  six  months.  But 
the  level  at  which  it  is  stabilized  does  not  suit  anybody.     But  it  is 

a  level. 

Senator  Gooding.  That  is  the  point  that  we  are  trying  to  reach. 

Mr.  Gates.  But  it  is  a  level  so  high  that  we  are  inviting  importa- 
tion from  Canada  now.  That  is,  it  is  so  much  above  the  world  level 
that  the  Canadian  people  can  send  their  wheat  to  this  country  and 

pay  the  dutv  themselves.  i      i      r     rpi 

Senator  Gooding.  How  have  you  been  able  to  do  that  ^     lliat 

condition  never  existed  before  in  this  country  that  I  remember  of. 
Mr.  Gates.  Because  of  the  support  for  wheat  has  been  suflicient 

to  raise  it  to  the  worhl  level. 

Senator  Gooding.  Has  there  been  an  organized  effort  to  help  keep 

it  up  ^ 

Mr.  Gates.  I  don't  know  of  anv  such  move.  Senator  Ladd  has 
introduced  a  resolution  on  the  theory  that  it  has  been  kept  below  the 
price  that  the  law  of  supplv  and  demand  would  fix. 

Senator  GooDixrj.  I  have  felt  that  we  have  been  getting  a  little 
more  benefit,  probablv,  out  of  the  tariff  than  some  parts  of  the 
country  have  credited  to  the  tarifi".  I  thought  possibly  there  might 
be  an  organized  efmrt  to  keep  it  up,  because  of  the  apparent  depressed 
condition  of  the  wheat  grower.     What  do  you  know  about  that  ? 

Mr.  Gates.  I  have  done  my  share,  I  think,  Senator,  to  try  to  help 
raise  that  price,  but  there  is  a  limit  to  the  price  that  you  can  raise 

it   to.  .  Ar  1        • 

Senator  Gooding.  I  understand  there  is  a  limit.  You  are  playing 
with  a  dangerous  condition,  to  my  mind,  and  thp  world  market  may 
break  at  any  time,  and  it  may  be  too  big  a  load  for  you  to  carry.  I 
can  understand  that. 

Mr.  Gates.  Yes.     We  can  only  get  it  up  as  high  as  the  world  level 

plus  the  tariff.  ,     i  •     i 

Senator  GooDiN(i.  I  understand.     And  3^ou  have  had  it  above  that 

part  of  the  time. 
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Mr.  Gates.  We  have,  and  that  has  resulted  in  importations  dur- 
ing November,  which  were  in  excess  of  all  the  exports  of  wheat  from 
this  country  during  November. 

Senator  Ladd.  Imports  ? 

Mr.  Gates.  Yes,  sir.  We  imported  more  Canadian  wheat  than 
we  exported  American  wheat  during  November,  according  to  the 
figures  of  the  Department  of  Commerce. 

wSenator  Gooding.  I  am  very  much  interested  in  that.  In  looking 
over  the  imports  from  Canada  I  found  before  the  war  it  was  not 
much  over  a  million  bushels,  probably  up  to  two  or  three  millions  of 
wheat  and  flour  in  its  equivalent  in  bushels  of  wheat.  I  find  it  runs 
from  20,000,000  to  as  high  as  38,000,000  bushels  now.  I  want  to 
ask,  is  not  that  importation  brought  about  largely  from  the  develop- 
ment of  new  territory  up  there  that  is  bringing  into  the  market  a 
very  high  quality  of  wheat,  and  is  not  that  one  reason  why  the  im- 
portation from  Canada  is  greater  than  it  was  a  few  years  ago,  before 
that  country  was  developed  so  much  out  there?     Don't  you  think 

that  is  a  factor?  ^      •    u 

Mr.  Gates.  That  is  the  thing  that  has  made  a  market  for  it  here, 
but  the  price  inducement  is  the  thmg  that  sent  it  over  the  border. 

Senator  Gooding.  How  about  the  quality?  That  helps  it  out, 
does  it  not  ? 

^^■p  G'ATFS    Yes  sir 

Senator   Gooding.  And   with   the   freight   rate,    that   is   another 

thing,  too. 

Mr.  Gates.  There  are  many  points  in  Canada,  or  at  least  some 
points,  that  have  common  freight  rates  to  Port  Arthur  and  to  Min- 
neapolis and  Duluth.  ,    ,      ,-,       j- 

Senator  Gooding.  Those  things  are  all  in  favor  of  the  Canadian 

producer?  i.    ,      ttt- 

Mr.  Gates.  I  never  have  studied  the  amount  of  the  Wmnepeg 
price  that  the  farmer  gets. 

Senator  Gooding.  I  have  been  trying  to  solve  the  question  of  the 
imports  from  Canada,  with  30  per  cent  duty,  and  of  course  the  farmer 
does  not  always  get  the  benefit  of  it,  but  he  gets  some  benefit  of  it. 
I  would  rather  think  it  would  be  a  dangerous  thing  to  the  American 
wlieat  grower  to  take  the  tariff  off  of  wheat.  I  think  it  would  over- 
flow from  Canada,  that  high-grade  wheat,  clear  over  possibly  into  the 
mining  centers  of  Nebraska  and  Kansas,  as  a  blending  and  mixing 
proposition.     Is  there  not  some  danger  of  it  if  you  take  the  tariff  off  i 

Mr.  Gates.  Yes. 

Senator  Gooding.  So  it  is  very  important  at  tlie  present  time  to 

the  wheat  grow  er  ?  -  . 

Mr.  Gates.  Mr.  Loring  this  morning  stated  one  reason  for  im- 
portations, and  that  is  the  fact  that  in  the  Northwest  there  has  not 
been  any  surplus  of  the  strong  wheats  grown.  The  wheat  that  is 
grown  on  those  new  lands  in  western  Canada  is  very  strong. 

Senator  Gooding.  We  have  some  in  Idaho  and  North  Dakota  and 
South  Dakota  and  in  that  territory,  and  it  gets  some  benefit  out  of 
the  tariff;  but  northern  Idaho,  Washington,  and  Oregon  wheat  that 
moves  w^est  and  comes  into  direct  competition  with  the  Canadiaii 
wheat  through  the  Orient  and  to  Europe  I  don't  think  has  the  benefit 
of  the  tariff  at  all. 
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Mr.  Gates.  I  think  that  development  of  the  Pacific  Northwest 
under  present  conditions  is  just  a  Httle  unfortunate,  as  far  as  wheat 
is  concerned.  They  have  increased  their  production  of  wheat  very 
materially,  so  that  a  man  like  Mr.  Jewett,  that  is  handling  much  of 
this  wheat,  has  a  difHcult  problem  on  his  hands.  There  is  no  question 
about  it.  That  is  one  reason  why  I  suggested  that  if  you  should 
decide  to  reheve  the  present  situation  by  a  gift  of  wheat  to  people 
who  otherwise  would  not  be  using  wheat  in  the  world  anywhere,  it 
ought  to  come  out  of  the  Pa(;ihc  Northwest,  because  we  haven't  any 
exportable  surplus  east  of  the  Rockies. 

Senator  Gooding.  We  have  only  only  a  few  States  that  produce 
export  wheat  anyhow,  in  the  country.  I  think  it  is  eight  or  nine 
that  have  an  exportable  surphis.  The  rest  of  them  do  not  produce 
enough  for  their  own  consumption. 

Mr.  Gates.  Yes. 

Senator  Gooding.  You  si)oke  about  the  law  of  supply  and  demand, 
that  these  things  must  be  governed  by  the  law  of  supply  and  demand, 
and  you  said  that  the  country  will  get  back  to  normalcy  in  time  and 
it  should  be  permitted  to  readjust  itself.  Is  it  not  a  fact  that  outside 
of  the  farmer  nobody  in  this  country  to-day  is  controUed  bv  the  law 
of  supply  and  demand,  that  through  organization  hibor  ha:>  been 
able  to  keep  up  the  standard  of  living  and  the  price  of  labor? 
I  remember  m  1920  we  had  something  like  5,000,000  men  out  of  em- 
ployment, but  we  did  not  readjust  wages.  In  fact  we  have  increased 
them  more  or  less.  That  has  been  done  bv  organization.  The  law 
of  supply  and  demand  had  no  effect  on  the  labor  market  of  the  country 
at  afl.     And  that  is  true  with  your  steel  plants  and  every  other 

industr} . 

Every  great  industry  in  America  is  overdeveloped.  There  is  not 
any  exception  to  the  rule.  If  our  steel  plants  operated  full  time 
and  full  lorce  they  could  manufacture  all  our  requirements  of  steel 
in  six  months.  They  keep  down  the  supply.  They  keep  a  balanced 
condition  between  supply  and  demand  and  in  that  way  keep  up 
the  price,  and  they  are  able  to  pass  on  the  cost  of  production  to 
the  people  who  buy  steel.  The  farmer  can  not  do  that.  He  is  in  tin 
impossible  condition.  He  can  not  get  on  at  all.  There  would  not 
be  a  railroad  in  operaticm  to-day  (they  would  all  be  in  the  hands  of 
receivers)  if  they  could  not  pass  on  the  increased  cost  of  operation 
to  the  people.  It  is  fortunate  that  they  can.  Twenty-five  per  cent 
of  all  your  farmers  in  this  country,  according  to  the  survey  of  the 
Agricultural  Department,  are  in  bankruptcy.  This  countrv  can  not 
go  on  in  that  condition.  We  have  to  have  the  help  of  the  people 
of  this  country  to  help  w^ork  out  in  some  way  that  situation.  Let 
us  not  discuss  the  law  of  supply  and  demand,  because  the  farmer 
is  the  only  man  that  is  affected  by  it  in  this  country. 

Mr.  Gates.  You  said  that  the  other  people  make  their  adjustment 
by  cutting  down  the  supply,  didn't  you '( 

Senator  Gooding.  Yes.  *  The  farmer  can  not  do  that. 

Mr.  Gates.  The  farmer  is  doing  that.  The  farmer  has  cut  his 
winter-wheat  acreage  124  per  cent  this  last  time.  The  spring- wheat 
farmer  is  planning  to  materially  cut  his  acreage. 

Senator  Gooding.  Next  year.  Let  me  answer  that  questi(m. 
Next  year,  if  he  gets  a  decent  price,  they  will  all  be  back  and  the 
other  fellow  will  be  back;  but  I  am  going  to  say  to  you  I  don't  believe 
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the  problems  of  agriculture  can  ever  be  worked  out  without  organi- 
zation of  the  farmer  when  we  realize  the  forces  that  he  has  to  meet, 
such  men  as  you  are — and  I  don't  say  that  in  any  disrespectful  way, 
but  I  mean  men  of  your  intelligence  and  who  have  an  opportunity 
for  a  better  understanding  of  these  things  than  the  farmer  has  out 
there  on  the  farm.  You  disorganize  him  all  the  time.  I  don't 
blame  you  for  being  here  opposed  to  the  McNary  bill  or  any  other 
bill  that  is  going  to  upset  your  business.  It  is  your  life's  business  and 
you  like  it,  and  likely  have  done  well  in  it  and  want  to  continue  it. 
I  have  no  quarrel  with  you  at  all.  But  the  farmer  has  got  to  have 
some  help  or  the  whole  country  is  going  to  be  tipped  oyer.  He  can 
not  go  on  and  exchange  his  products  with  a  dollar  that  is  onl}^  worth 
70  cents  as  compared  with  other  products.  I  don't  think  this  bill 
would  destroy  the  wheat  exchanges  altogether.  It  might  cut  in  on 
the  wheat  exchanges  some. 

Mr.  Gates.  I  did  not  make  the  point  that  it  would  destroy  them. 

Senator  Gooding.  The  export  business  can  continue,  surely.  I 
think  I  would  like  to  see  you  continue  in  the  export  business  and 
help  it  along,  help  make  this  bill  a  success. 

Have  you  addressed  yourself  to  the  chairman's  bill — the  Norris- 
Sinclair  bill  ? 

Mr.  Gates.  No. 

Senator  Gooding.  Well,  you  don't  want  that,  do  you?     Have  you 

studied  it  ? 

Mr.  Gates.  I  have  read  it  over. 

Senator  McNary.  Mr.  Gates,  do  3  ou  think  the  members  of  the 
Chicago  Board  of  Trade  and  members  of  the  exchange  feel  the  same 
as  you  do  about  these  various  situations  ? 

Mr.  Gates.  Those  who  have  studied  it;  yes. 

Senator  McNary.  Then  generally  the  opinion  of  the  members  of 
the  board  and  the  exchange  is  in  opposition  to  the  bill  ? 

Mr.  Gates.  Not  simply  the  membei*s  of  the  Chicago  Exchange.  I 
am  representing  the  exchange  legislative  committee.  That  embraces 
all  of  the  exchanges  where  grain  is  traded  in. 

Senator  McNary.  Minneapolis  and  Kansas  City? 

Mr.  Gates.  Minneapolis  and  Duluth. 

Senator  McNary.  Omaha  and  Chicago  ? 

Mr.  Gates.  Omaha,  Kansas  City,  and  Chicago. 

Senator  McNary.  If  we  have  this  in  the  record,  I  don't  want  to 
repeat  it;  but  will  you  say  briefly,  if  you  have  not  already,  the  par- 
ticular respects  in  which  it  would  destroy  the  exchange  or  in  what 
way  it  would  affect  the  exchange  ?  Do  you  say  it  would  destroy  and 
close  up  the  exchange  ? 

Mr.  Gates.  No;  1  don't  say  that. 

Senator  McNary.  How  far  would  it  go  ? 

Mr.  Gates.  I  said  that  it  would  be  impossible  to  conduct  future 
trading  if  this  bill  became  a  law. 

Senator  McNary.  Then  you  would  direct  it  onlv  to  future  trading  t 

Mr.  Gates.  I  direct  it  to  future  trading.  The  rest  of  the  trade 
could  make  adjustment  to  the  new  situation,  but  having  no  protec- 
tion in  future  trading,  the  margin  between  the  producer  and  the 
consumer  would  be  very  materially  widened,  which  would  mean  that 
while  the  consumer  would  have  to  pay  very  much  more,  there  would 
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not  nearly  as  much  of  it  go  back  to  the  producer,  and  we  could  not 
afford  to  do  that  without  having  an  adequate  margin  between  the 
price  to-day  and  what  it  might  be  next  month. 

Senator  McNary.  Is  that  based  upon  the  theory  that  this  bill 
would  prevent  hedging  ? 

Mr.  Gates.  Yes;  absolutely. 

Senator  McNary.  If  the  price  is  made  comparable  to  the  all- 
commodities  price  as  ascertained  by  the  Secretary  of  Commerce, 
based  upon  a  study  of  404  commodities,  would  there  be  the  fluctuation 
in  those  commodities  that  there  would  be  in  wheat,  even  though  there 
was  no  hedging  ? 

Mi*.  Gates.  Well,  I  think  that  this  bill  should  have  pointed  out 
whether  or  not  there  would  be,  by  a  statement  as  to  what  those 
prices  would  be  under  pre-war  conclitions,  what  the  ratio  would  be. 
It  says  that  these  prices  have  already  been  obtained  by  the  Depart- 
ment of  Agriculture  on  10  years  pre-war.  That  means  that  the  basic 
commodity  prices  have  been  determined,  as  far  as  I  understand. 

Senator  McNary.  In  the  bill  itself  it  refers  to  a  document  issued 
after  a  study  on  that  subject  by  the  Department  of  Labor.  That  is 
based  on  a  study  over  ten  years,  from  1905  to  1914,  of  404  com- 
modities. That  is  just  as  accurate  a  basis  as  you  can  write  into  law. 
It  is  referring  to  tne  existing  situation,  and  I  think  that  in  itself 
would  tend  to  stabilize  the  price,  to  have  an  exchangable  wheat 
value,  and  your  hedge  would  not  be  as  important  as  it  is  now,  and 
you  could  get  along  without  it. 

Mr.  Gates.  Well,  you  would  have  to  get  along  without  it. 

Senator  McNary.  And  you  could. 

Mr.  Gates.  I  say  that  tne  fact  that  you  could  get  along  without  it 
would  mean  that  the  producer  would  not  get  as  large  a  proportion  of 
the  consumer's  dollar  as  he  gets  now.  The  consumer  woula  have  his 
price  very  much  raised. 

The  Chairman.  Senator  McNary 's  question  assumes  that  based 
upon  that  pre-war  ratio  the  price  would  be  practically  stabilized, 
so  that  hedging  would  not  be  indulged  in,  and  because  it  is  not  neces- 
sary. Now,  you  are  basing  your  answer  not  on  the  fact  that  it  would 
not  be  necessary  to  hedge,  but  that  it  would  be  impossible  to  hedge. 
He  assumes  that  these  prices  would  not  vary,  and  you  assume  they 
would.  Your  answer  is  on  one  assumption,  and  his  question  is  on 
another. 

Mr.  Gates.  You  still  suggest  that  there  should  not  be  any  action 
by  the  Government  until  there  has  been  a  decline  of  10  per  cent 
below  the  ratio  price;  then  they  may  readjust  their  estimates  and 
readjust  their  buying  so  as  to  bring  it  back? 

The  Chairman.  Yes.  As  Senator  McNary  says,  using  those  404 
articles,  they  do  not  change.  They  are  based  on  history.  They 
will  be  the  same  ten  years  from  now  as  they  are  now.  The  only 
thing  that  might  change  would  be  some  of  the  articles  at  the  present 
time,  but  you  would  get  the  same  ratio. 

Mr.  Gates.  They  are  changing  all  the  time. 

The  Chairman.  They  woiud  not  change  from  week  to  week  or 
from  month  to  month,  would  they,  those  staple  articles? 

Mr.  Gates.  They  probably  would  not  change  much.  There 
probably  would  not  be  any  great  fluctuation  in  the  ratio,  but  this  is 
not  a  price  that  is  guaranteed.     There  is  not  a  ready  market  at  that 
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price  all  the  time  unless  somebody  makes  it.  The  Government 
agency  can  only  come  in  when  you  have  a  decline  of  10  per  cent. 

Senator  McNary.  When  we  discussed  and  studied  the  grain  ex- 
change bill,  commonly  known  as  the  Capper-Tincher  bill,  I  remenber 
you  testified,  and  so  did  Mr.  Wells,  on  the  theory  that  hedging  was 
necessary  in  order  to  insure  against  fluctuations.  If  you  eliminate 
the  fluctuations,  the  violent  fluctuations,  the  risk,  hedging  is  no  part 
of  the  legitimate  transaction? 

Mr.  Gates.  Yes.     You  say  if  you  eliminate  the  risk  ? 

Senator  McNary.  Yes. 

Mr.  Gates.  But  this  bill  does  not  eliminate  the  risk. 

Senator  McNary.  That  is  the   theory  upon  which  it  is  drawn, 

based  upon  a  study  of  these  404  commodities  over  a  period  of  10 

#^'  H^         years,  their  value  is  fixed,  necessarily,  and  having  such  a  wide  range 

of  commodities,  the  fluctuations  from  month  to  month  would  not  be 
great,  therefore  the  basis  of  the  all-commodities  price  being  ascer- 
tained you  only  have  to  ascertain  the  exchange  value  of  wheat,  the 
purchasing  power  of  wheat,  and  the  fluctuations  there  would  not  be 
so  wide  as  to  require  hedging. 

Mr.  Gates.  Is  there  any  guarantee  back  of  that? 

Senator  McNary.  The  guaranty  of  experience  and  history  is  all. 
Where  we  are  not  guaranteed  you  get  16  points  a  week,  or  10  points  a 
week,  and  there  is  a  guarantee  against  fluctuation  by  reference  to 
study  of  public  documents. 

Mr.  Gates.  By  reference  to  those  same  documents  suppose  you 
determined  the  1)asic  price  of  wheat  this  month.  It  does  not  say 
where  you  would  have  to  have  differentials  for  all  different  grades; 
V'^  I      #  y^^^  would  have  to  have  differentials  between  markets,  but  su])pose 

*  the  basic  price  of  wheat  was  $1.75;    there  is  a  fluctuation  of  17i 

Eossible  before  an}^  governmental  relief  can  come  in  through  this 
ill.  There  has  not  ])een  a  10-cent  fluctuation  of  price  in  six  months 
under  this  situation. 

Senator  Gooding.  That  is  rather  unusual,  though,  if  I  remember 
correctly,  in  the  price  of  wheat. 

The  Chairman.  It  seems  to  me  that  that  is  rather  in  favor  of  the 
bill,  because  fluctuation  being  so  small  as  that  without  basing  it  on 
these  404  commodities,  it  would  fluctuate  still  less  if  it  were  based  on 
some  exchange  value  of  that  kind. 

Mr.  Gates.  Well,  but  there  is  no  guaranty  of  that.  There  is  no 
maintenance  of  that  price. 

vSenator  Gooding.  I  understand  that  this  commission  that  is  go- 
ing to  be  created  would  alwa3^s  be  ready  to  take  up  the  wheat  that 
was  below  the  ratio  price. 

Mr.  Gates.  Under  the  bill  they  can  not  do  that  until  it  has  had  a 
decline  of  10  cents  below  that. 

Senator  Gooding.  I  am  not  uneasy  about  the  administration  of  the 
bill  as  far  as  wheat  and  other  grains  are  concerned.  I  think  it  is 
simple  enough. 

Mr.  Gates.  It  would  be  simple  on  wool,  too. 

Senator  Gooding.  Wool  and  wheat,  and  if  we  could  protect  the 
wheat  grower  with  a  tariff,  that  is  all  we  would  need.  We  can  pro- 
tect some  agricultural  products  and  some  manufactured  products 
witli  a  tariff.    I  think  that  is  admitted. 
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Mr.  Gates.  I  hnve  stated  that  the  price  of  wheat  would  be  the 
world  level  plus  the  tariff  if  we  raised  only  enough  wheat  to  supply 
the  United  States. 

Senator  Gooding.  We  are  not  gettino:  the  full  benefit  of  the  tariff. 

Mr.  Gates.  No  up  in  your  country. 

Senator  Goodincj.  The  millers  are  not  giving  the  wheat  growers 
the  full  benefit  of  the  tariff  now. 

Mr.  Gates.  They  are  east  of  the  Rockies. 

Senator  Gooding.  The  wheat  grower  does  not  get  any  benefit  of 
the  tariff  east  of  the  Rockies,  does,  he? 

Mr.  Gates.  Of  course  he  does. 

Senator  Gooding.  Where  does  he  get  it  ? 

Mr.  Gates.  He  gets  it  wherever  wheat  is  grown. 

Senator  Gooding.  East  of  the  Rockies. 

Mr.  Gates.  P^ast  of  the  Rockies. 

Senator  Gooding.  As  far  as  the  Red  River  country  is  concerned, 
the  man  in  that  hard  spring  wheat  section,  there  is  no  doubt  about 
his  getting  the  benefit  of  the  tariff,  but  he  never  gets  the  full  benefit. 

Mr.  Gates,  fie  gets  the  full  benefit  for  the  same  class  of  wheat  ? 

Senator  Gooding.  Well,  I  think  maybe  there  has  been  a  month  or 
two  when  that  was  true,  There  have  been  times  during  the  last 
year  when  wheat  has  been  higher  in  Winnipeg  than  it  has  been  in 
this  country. 

Mr.  Gates.  It  has  not  been  that  way  for  months. 

Senator  Gooding.  But  it  fluctuated  usually  from  10  cents  to  30 
cents.  It  has  been  ranging  anywhere  from  10  to  30  cents.  I  have 
gone  into  that  rather  thoroughly  because  I  am  very  largely  interested 
in  it.  I  believe  in  protection  thoroughly  and  have  been  trying  to 
study  it  and  see  its  effect.  The  farmer  does  not  get  the  benefit  of  the 
tariff  unless  it  is  high.  He  does  not  get  anything  at  all  sometimes, 
because  the  other  fellow  is  too  well  organized. 

Mr.  Gates.  I  don't  believe  you  can  justify  that  by  an  examination 
of  the  market  itself.  The  Minneapolis  prices  are  such  tliat  Canadian 
wheat  of  equal  value  can  be  brought  in  now,  and  it  is  coming  in  a 
little  every  day.  At  times  when  the  premium  gets  too  high  on  that 
wheat  it  comes  in  in  large  volume. 

Senator  Gooding.  He  is  not  getting  the  full  benefit  of  the  tariff 
all  the  time,  and  he  has  a  protection  of  30  cents  to-day. 

Mr.  Gates.  Not  all  the  time. 

Senator  Gooding.  That  Canadian  wheat  is  of  the  same  class  that 
we  have  up  in  North  and  South  Dakota  and  Minnesota.  It  is  the 
same  class  of  wheat  but  not  the  same  grade  of  wheat.  Canadian 
wheat  on  that  new  land  is  worth  about  5  cents  a  bushel  more.  I 
noticed  when  it  was  on  the  free  list  before  the  emergency  tariff  bill 
passed,  wheat  sold  in  Winnipeg  about  5  cents  above  the  Minneapolis 
market.     So  of  course  that  must  be  taken  into  consideration. 

Mr.  Gates.  Wlien  you  are  on  an  export  level  their  wheat  would 
command  a  premium  over  ours. 

Senator  Gooding.  I  think  last  year  the  reports  show  a  margin  of 
9  cents  between  Liverpool  and  London  in  favor  of  Canadian  wheat. 

Mr.  Gates.  Better  wheat. 

Senator  Gooding.  Because  all  of  their  export  wheat  comes  fr(^m 
that  new  countrv  in  western  Canada. 
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Mr.  Gates.  That  is  the  kind  of  wheat  that  the  Dakotas  had  30 
years  ago.  which  is  no  longer  raised  there.  Illinois  used  to  raise 
that  kind  of  wheat  60  years  ago,  but  now  Illinois  can  not  raise  it. 
except  after  a  long  rest  to  the  land. 

STATEMENT    OF    MR.    F.    E.    WATKINS,    PRESIDENT    GRAIN 
DEALERS'    NATIONAL   ASSOCIATION,    CLEVELAND,    OHIO. 

The  Chairman.  State  your  name  and 'occupation. 

Mr.  Watkins.  F.  E.  Watkins,  Cleveland,  Ohio.  I  am  president 
of  the  Grain  Dealers'  National  Association. 

In  order  to  explain,  Mr.  Chairman  and  members  of  the  committee, 
the  organization,  if  you  are  not  already  familiar  with  it,  the  Grain 
Dealers'  National  Association  has  about  5,000  members  of  grain  and 
feed  dealers,  about  1,500  direct  members,  3,500  affiliated  members, 
and  16  affiliated  associations  and  State  organizations  containing 
many  cooperative  stock  companies.  Wq  not  only  encourage  the 
cooperatives  to  join  our  organization  but  many  of  them  hav^e  availed 
themselves  of  that  opportunity,  and  they  are  very  welcome  in  spite 
of  the  fact  that  they  have  their  own  national  and  State  organizations. 

r  think  you  will  hear  from  them  before  you  have  finished  your 
hearings  on  this  bill,  and  1  believe  we  will  all  agree  that  their  testimony 
will  come  from  an  unbiased  source,  because  they  are  both  grain 
dealers  and  farmers  and  should  know  both  sides  of  this  question  from 
a  practical  standpoint. 

It  is  very  difficult  to  tell  just  what  the  ramifications  of  this  bill 
migiit  be,  but  as  we  study  it  in  the  trade  we  are  inclined  to  believe 
that  in  efier't  it  sets  up  another  method  of  handling  grain,  and  as  it 
operates  alongside  of  the  present  system  of  handling  grain  it  would 
seem  in  tiie  long  run  as  if  one  or  the  other  would  have  to  be  eluni- 
nated,  and  1  should  imagine  that  it  would  not  be  the  Government 
function  tliat  would  cease,  therefore  our  appearance  at  this  time. 

Senator  ^IcNary.  May  I  ask  a  ({uestion  there  (  Does  your  associa- 
tion operate  in  a  manner  similar  to  the  grain  exchange  in  Chicago  an<i 
Minneapolis  i 

Mr.  Watkixs.  No:  Senator.  Our  membership  is  made  up  fii-st  of 
countrv  elevators:  that  is,  tJie  bulk  of  it,  the  country  elevatoi-s  on  the 
rails  of  the  vaiious  railroads.  We  have  shippei*s,  we  have  commission 
men,  we  have  practically  all  the  members  of  the  Chicago  Board  of 
Trade,  the  Minneapolis  Board  of  Trade,  and  other  exchanges,  and  we 
include  the  exporters.  We  have  the  entire  gamut  of  the  graui  system 
within  our  membership. 

This  bill  obviously  gives  great  powers  to  the  heads  of  the  depart- 
ments mentioned  therein,  and  to  ttiat  extent  is  injecting  Government 
into  business.  Now,  it  is  observable  and  very  plainly  to  be  seen  that 
the  phraseology  or  the  form  of  the  bill  as  it  may  come  out  of  Con- 
gress and  be  spread  upon  the  statute  books  is  one  thing,  but  in  the 
actual  administration  of  the  bill  you  run  across  various  regulations 
and  rules  wliich  grow  up  under  that  bill,  and  therefore,  unless  the 
bill  is  very,  very  carefully  defined  when  it  is  originated  and  passed, 
sometimes  powers  beyond  what  the  originators  conceive  of  are  taken 
under  the  bill.  We  have  seen  that  happen,  and  that  is  what  we  fear 
from  this  bill  as  it  is.  Frankly,  we  don't  understand  it.  As  practical 
grain  men  we  can  not  see  just  how  this  is  going  to  function.     We  can 
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see  that  it  is  going  to  put  us  out  of  business,  or  we  fear  it  will.  We 
can  not  say  the  farmer  will  not  get  some  benefit  from  it,  but  eventually 
we  feel  that  there  will  be  a  reaction,  and  that  the  farmer  will  not  jjet 
the  benefit  from  it  that  the  bill  is  supposed  to  afi'ord  him.  The 
previous  speaker,  Mr.  Gates,  brought  that  out  rather  plainly  in  two 
or  three  illustrations,  the  possibility  that  you  simply  put  off  for  an 
indefinite  period  of  years  the  final  recovery  ana  bringing  of  the 
country  into  a  position  whe;*e  the  natural  laws  of  supply  and  demand 
will  operate. 

Senator  Johnson.  Is  it  your  idea  that  this  bill,  if  enacted  into  law, 
would  increase  the  price  of  wheat  to  the  farmers  ^ 

Mr.  Watkins.  Tne  immediate  result  I  shoukl  think  would  be  that, 
3^es.  Apparently  this  bill  is  named  very  definitely  as  an  emergency 
measure.  It  is  not  proposed  to  be  a  continuous  function,  I  take  it. 
It  only  comes  into  operation  whenever  an  emergency  is  declared. 
That  brings  to  mind  a  matter  you  were  discussing  with  the  previous 
witness.  If  you  destroy  your  hedging  machinery,  as  I  think  you  are 
likely  to  do,  if  you  try  to  stabilize  the  price  on  wheat  and  corn,  you 
can  not  expect  them  not  to  function  for  two  or  three  months  and 
then  be  there  in  position  to  function  when  you  would  withdraw  from 
the  market  under  this  bill  and  let  natural  causes  and  effects  come 
about.  In  other  words,  you  can  not  destroy  that  machinery  and 
expect  it  to  function  when  it  is  needed  and,  gentlemen,  it  is  needed 
in  the  wa}^  that  the  present  handling  of  grain  is  built  up.  The  miller, 
as  Mr.  Loring  stated  this  morning,  not  alone  needs  this  hedging 
facility,  but  the  handler  of  grain  in  large  amounts  needs  it  also. 

Senator  McNary.  Hedging  as  insurance  against  fluctuation  of  the 
market  ? 

Mr.  Watkixs.  That  is  the  idea. 

Senator  McNary.  Why  does  the  large  operator  that  handles  wheat 
only  for  the  purpose  of  making  a  profit  need  it  ? 

^r.  Watkins.  It  is  insurance. 

Senator  McNary.  What  is  his  economic  function  ? 

Mr.  Watkins.  Of  the  hedging  ? 

Senator  McNary.  No,  of  this  particular  fellow  who  is  not  a  miller, 
who  does  not  use  the  grain,  but  operates  on  a  large  scale  in  which,  as 
you  say,  he  also  needs  hed^in^. 

Mr.  Watkins.  I  was  thmkmg  of  the  fellow  who  collects  it  and 
passes  it  out  to  exporters,  millers,  and  other  large. buyers.  It  is  cash 
grain,  as  distinguished  from  trading  in  futures.  For  instance, 
hedges  which  Mr.  Loring  might  place  against  flour  sales.  His  eft'ort, 
of  course,  is  to  sell  all  the  flour  he  can  in  a  given  time,  because  hedging 
is  expensive.  You  don't  go  into  hedging  operations  if  you  don't 
have  to.  We  would  very  much  prefer  to  buy  an  amount  on  a  given 
day  and  sell  an  equal  amount,  and  let  the  hedging  market  alone,  if 
that  were  possible.  But  grain  and  flour  do  not  move  that  way.  It 
is  a  commoditv  that  comes  in  fits  and  starts,  and  therefore  we  have 
to  have  something  to  take  up  that  slack.  I  would  rather  have 
hedging  called  insurance,  because  that  is  practically  what  it  amounts 
to,  and  there  is  no  question  but  what,  if  the  hedging  facilities  are 
taken  away,  you  would  immediately  cause  a  spread  m  the  market 
between  producer  and  consumer  both  of  flour  and  grain  and  all  grain 
products,  because  the  risk  would  not  be  taken  care  of  in  the  handling 
of  grain  and  flour  as  it  is  under  present  conditions. 
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Perhaps  that  is  enough  on  that  subject,  because  hedging  was  dis- 
cussed thoroughly  by  the  last  witness. 

The  ratio  price  forms  an  unfavorable  basis,  because  we  are  unable 
to  guess  what  might  happen  on  that  price.  If  it  were  possible  to 
know  what  the  prices  were  going  to  be  throughout  the  month,  from 
year  to  year,  perhaps  we  could  function  by  having  that  information 
in  advance,  but  it  is  perfectly  obvious  if  the  farmer  knew  that  in  the 
month  of  March,  for  example,  the  ratio  price  would  be  higher  than 
it  was  in  the  month  of  January,  he  is  going  to  hold  all  his  grain  and 
sell  it  in  March,  etc. 

I  think  that  is  an  absurdity  which  can  not  come  about. 

You  have  asked  each  witness  for  practical  suggestions.  I  suppose 
we  might  just  as  well  be  frank  and  say  so  far  as  we  are  able  to  gauge 
the  opinion  of  the  grain  trade  they  would  favqr  letting  matters  alone 
and  letting  natural  causes  bring  about  a  permanent  cure  of  this 
situation.  The  answer  to  that,  of  course,  is  that  it  seems  to  be  too 
slow.     But  at  least  it  will  be  permanent  if  it  comes  in  that  manner. 

The  Chairman.  You  think  there  is  not  any  remedy,  then  ? 

Mr.  Watkins.  No;  I  should  not  say  that.  ^  I  think  it  will  be  reme- 
died automatically,  but  I  can  not  say  how  long  it  will  take.  But,  as 
I  get  the  figures  from  the  Department  of  Agriculture,  the  farmers  of 
the  country  are  just  about  half  a  billion  dollars  better  off  in  1923 
than  they  were  in  1922,  and  that  is  coming  back  tolerablv  fast  for 
one  industry. 

The  Chairman.  You  mean  to  sa}^  that  the  condition  is  such  that 
there  is  nothing  we  can  do  by  legislation  ? 

Mr.  Watkins.  I  regret  to  see  legislation  attempting  to  govern 
economics.     The  situation  will  eventually  right  itself. 

The  ChaiRxMAN.  Don't  you  think  a  good  many  of  these  conditions 
that  the  farmer  is  confronted  with  have  been  brought  about  b^^ 
legislation  ? 

Mr.  Watkins.  Yes;  some  of  them. 

The  CHAfRMAN.  Why  should  we  exempt  him,  then,  from  legisla- 
tion looking  to  his  relief  ? 

Mr.  Watkins.  I  don't  know  that  he  should  be  exempted,  but  per- 
haps, as  you  intimated  this  morning,  we  should  take  the  other  end 
of  it  and  take  back  some  of  the  favors  we  have  handed  out  to  other 
classes.  Farmers  are  members  of  our  organization.  I  am  not  talk- 
ing against  the  farmer  here.  We  are  only  too  glad  to  see  them  pros- 
perous. We  want  prosperity  to  come  to  him,  because  in  turn  it 
comes  along  to  us.  I  realize  that  the  feeling  all  over  the  country  is 
that  natural  causes  are  not  bringing  about  this  readjustment  i'ast 
enough.  We  have  had  mentioned  here  the  Norbeck  bill,  which  will 
take  care,  to  some  extent,  of  the  emergency  in  the  Northwest. 
Frankly,  from  what  experience  I  have  had  in  business  and  in  traveling 
about,  I  have  not  heard  any  great  complaint  from  the  farmers  in 
the  East— in  Illinois,  Indiana,  Ohio.  They,  of  course,  are  not  any 
too  prosperous  in  there,  neither  is  any  other  line  of  business  too 
prosperous  just  now.  You  go  west  from  there  and  you  find  increas- 
ing complaint,  because  they  are  getting  less  prices  and  higher  freight 
rates,  which  push  the  prices  down  from  the  West,  and,  going  cast  to 
west,  it  is  bound  to  lower  prices. 

The  Cilvirman.  Take  the  freight  rates  as  an  illustration.  I  don't 
mean  to  say  that  it  would  cure  all  evils,  but  1  think  it  is  admitted  to 
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be  one  difficulty  that  the  farmer  is  laboring  under.     The  farmer  is 
at  the  end  in  both  cases. 

Mr.  Wat  KINS.  Absolutely. 

The  Chairman.  The  railroad  passes  the  freight  on  to  him,  and  he 
gets  a  lower  price  for  what  he  sells,  and  the  other  fellow  passes  it  on 
to  him  when  he  buys.  Now,  we  have  legislated  by  the  passage  of 
the  Esch-Cummins  Act  so  as  to  help  the  railroads  at  the  expense  of 
the  farmer. 

Mr.  Watkins.  Yes. 

The  Chairman.  He  can  not  pass  his  part  on.  The  merchant  who 
pays  the  freight  can  pass  it  on  to  the  other  fellow,  but  the  farmer 
can  not  do  that.  Now,  should  we  remain  idle  and  say  that  in  due 
time  the  farmer  will  be  able  to  overcome  this  handicap  that  we  have 
put  on  him  by  legislation  ? 

Mr.  Watkins.  That  is  a  difficult  question  to  answer,  Senator. 

The  Chairman.  Is  it  fair  to  say  that  to  him  ? 

Mr.  Watkins.  I  question  if  it  is  fair  to  say  tliat.  I  think  that  is 
one  of  the  things  that  should  be  considered  by  Congress. 

The  Chairman.  Now,  we  can  do  the  other  thing.  If  we  are  not 
going  to  try  to  raise  the  farmer  up  to  this  level  we  can  say  we  will 
repeal  the  Esch-Cummins  law,  for  mstance,  and  we  will  help  him  out 
on  the  freight  proposition.  If  we  undertook  to  do  that  where  would 
vou  standi  Would  vou  be  one  of  the  fellows  that  now  by  the 
hundreds  of  thousands  are  writing  everybody.  Senators  and  Con- 

fressmen,  not  to  monkey  with  the   Esch-Cummins  law;  thev  are 
oing  pretty  well  on  it ;  let  it  alone. 

Mr.  Watkins.  I  am  not  an  expert,  but  I  would  rather  imagine  it 
would  be  a  tough  thing  on  the  railroads  to  have  that  legislation 
repealed  unless  they  could  in  turn  reduce  the  wages  that  the  xVdamson 
law  established,  and  perhaps  give  them  a  chance  to  work  back  down 
the  line  of  this  schedule  which  has  been  built  up  by  legislation, 
which  I  think  we  now  admit  was  a  mistake. 

The  Chairman.  Where  we  find  some  manufacturer  is  being  pro- 
tected by  a  tariflF  which  is  very  high,  carrying  out  the  same  theory, 
ought  we  not  then  to  repeal  the  tariff,  or  at  least  a  portion  of  it  i 

Mr.  Watkins.  Senator,  when  you  get  into  the  tariff  you  get  into 
such  a  complicated  situation  that  I  do  not  feel  competent  to  discuss  it. 

The  Chairman.  We  are  confronted  with  a  proposition  of  traveling 
one  route  or  the  other,  or  else  just  holding  up  our  hands  and  letting 
them  alone.     We  must  do  one  thing  or  the  other. 

Mr.  Watkins.  There  is  possibly  some  kind  of  compromise  between 
the  two.  I  think  as  a  matter  of  suggestion  hen^  perhaps  more  tariff 
to  the  farmers  would  help.  Tariff  is  one  of  the  avenues  out  of  the 
difficulties  which  you  find  yourselves  in. 

The  Chairman.  Where  would  you  put  on  more  tariff  to  lielp  tlie 
f  armei*s  ? 

Mr.  Watkins.   You  might  be  able  to  hold  bac^k  Canadian  wheat. 

The  Chairman.  You  coukl  put  it  higli  enough  so  Canadian  wheat 
would  not  come  in  i 

Mr.  Watkins.  I  don't  suggest  this  as  the  best  solution,  but  it 
might  hold  back  some  Canadian  wheat  that  is  coming  in. 

Senator  Johnson.  Is  it  true  that  the  difference  between  Canadian 
wheat  and  wheat  in  this  country  was  only  3  cents  the  other  dav  i 
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Mr.  Watkins.  I  am  not  posted,  Senator,  on  the  prices  sufficiently 
to  answer  that.  In  general  I  would  say  that  the  Canadian  wheat  will 
not  come  into  this  country  when  the  prices  are  not  attractive.  It 
will  work  out  to  seaboard  export  unless  our  price  here  is  high  enough 
to  bring  it  across  the  border.  The  amount  of  exports  from  Canada 
always  gives  you  an  indicator  of  how  much  our  price  is  above  the 
Canadian  level  without  further  examination  of  the  prices. 

Perhaps  a  solution  of  this  might  be  a  more  direct  handling  of  this 
surplus,  which  is  causing  much  of  the  difficulty.  Mr.  Loring  here  this 
morning  suggested  a  bounty,  with  great  reluctance,  and  I  think 
we  would  all  do  that,  but  it  may  be  that  instead  of  setting  up  such  an 
exp(^nsive  machinery  as  this,  injecting  the  Government  into  business, 
you  could  take  this' surplus  and  dispose  of  it  somewhere  and  accom- 
iDhsh  the  same  result  and  do  it  as  an  emergency  measure  and  not  go 
into  a  10-year  proposition  which,  as  Mr.  Gates  luis  suggested,  would 
leave  the  Government  in  the  grain  business  for  all  time.  Certainly,  we 
should  (luit  emphasizing  this  surplus.  If  it  had  not  been  thoroughly 
advertised.  I  think  to-day  it  would  be  10  cents  a  bushel  higher.  We 
have  brought  down  our  own  price  by  talking  so  much  about  it.  The 
emergency  was  there,  and  we  had  to  have  the  wheat  conference,  and 
we  could  not  keep  it  out  of  the  newspapers,  and  Europe  heard  of  it 
and  they  sat  back  and  said,  "The  longer  we  wait  the. cheaper  we  will 
buy."     That  is  only  natural. 

The  Chairman.  I  did  not  ask  the  preceding  witness  any  questions 
about  it,  but  he  contended  seriously,  and  apparently  you  are  contend- 
ing the  same  thing  now,  but  do  you  agree  with  Mr.  Gates  when  he 
said  in  effect  that  there  is  no  surplus  here  of  wheat  now  ? 

Mr.  Watkins.  I  think  Mr.  Gates's  figures  are  very  carefully  pre- 
pared.    They  are  the  figures  of  experts. 

The  Chairman.  I  may  be  getting  at  it  from  entirely  the  wrong 
angle,  but  in  order  to  find  out  whether  there  is  a  surplus  or  not,  of 
wheat  or  anything  else,  I  always  look  and  see  how  much  has  been 
exported,  and  how  much  has  been  imported,  and  I  supposed  that  was 
a  conclusive  answer. 

Mr.  Watkins.  I  understand  the  record  will  show  the  same  thing, 
that  there  was  not  any  great  amoimt  of  exportable  wheat,  that  is, 
wheat  of  the  character  which  is  exported  east  of  the  Rockies:  that 
the  character  of  wheat  that  was  exported  was  west  of  the  Rockies. 

The  Chairman.  If  we  produce  in  the  United  States  200,000,000 
bushels  of  wheat  more  than  we  consume,  and  we  have  a  sufficient 
tariff  to  keep  out  the  imports  of  wheat,  haven't  we  got  an  exportable 
amount  equal  to  200,000,000  bushels? 

Mr.  Watkins.  That  is  a  matter  of  arithmetic,  Senator.  We  have, 
but  we  may  not  have  it  of  a  quality  which  can  be  readily  exported. 

The  Chairman.  That  may  be,  but  if  we  have  it  we  have  to  sell  it 
somewhere. 

Mr.  Watkins.  If  we  have  it;  yes. 

The  Chairman.  If  we  can  not  consume  it  in  America  we  must 
sell  it  somewhere  else. 

Mr.  Watkins.  That  is  true. 

The  Chairman.  And  when  you  sell  it  you  have  to  take  the  pric«, 
whatever  it  may  be. 
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Mr.  Watkins.  Whatever  it  will  bring.  It  is  very  difficult  to  say 
what  the  surplus  will  be  under  this  bill,  but  it  is  conceivable  that 
you  may  have  a  half  biUion  bushels  of  wheat  under  the  stimulated 
production  in  this  bill,  and  a  great  deal  of  it  will  be  in  territory 
producing  wheat  that  is  not  of  the  character  readily  exportable, 
making  it  very  much  more  difficult  to  dispose  of,  and  of  course 
penahzing  the  producers  of  the  country.     It  would  work  back  to 

The  Chairman.  If  that  should  be  true  the  farmer  himself  would 
be  the  man  who  would  be  penalized,  because  he  would  have  to  pay 
for  it. 

STATEMENT  OF  MR.  G.  F.  EWE,  REPRESENTING  TERMINAL 
ELEVATOR  GRAIN  MERCHANTS'  ASSOCIATION,  MINNEAP- 
OLIS, MINN. 

The  Chairman.  State  your  name  and  occupation. 

Mr.  Ewe.  G.  F.  Ewe.  '  I  represent  the  Terminal  Elevator  Grain 
Merchants'  Association,  Minneapolis,  Minn. 

The  Terminal  Elevator  Grain  Merchants'  Association  was  an 
organization  created  during  the  war  for  the  purpose  of  working  with 
the  Government  in  the  handling  of  grain  products  of  the  country. 
It  has  no  salaried  executives  and  has  no  other  function  to  perform 
than  to  work  with  the  Government,  with  no  salaried  officers  or  no 

other  finances.  ,  .„     .         ,        ,   i 

The  United  States  agricultural  commission  bill,  introduced  by 
Senator  McNary  and  Representative  Haugen,  is,  from  my  study 
thereof,  apparently  designed  to  arbitrarily  fix  and  maintain  a  price 
level  for  any  agricultural  commodity,  with  respect  to  which  an 
emergency  has  been  declared,  by  purchases  in  the  various  markets  of 
the  country  in  sufficient  volume  to  arbitrarily  raise  the  price.  The 
price  level  aimed  at  is  known  as  the  ratio  price,  determined  by  a 
comparison  of  grain  prices  with  the  all-commodity  price  during  the 
period  from  1905  to  1915,  inclusive. 

I  will  not  attempt  to  go  into  the  details  of  the  working  of  the 
proposed  bill,  but  will  briefly  analyze  the  same  from  the  standpoint 
of  those  engaged  in  the  operation  of  terminal  warehouses  at  our 

primary  markets.  ,  •    • 

While  the  proponents  of  the  bill,  as  I  understand  it,  are  clanning 
that  the  purpose  of  the  bill  is  to  eliminate  the  surplus  production  in 
any  commodity  within  the  operation  of  the  act  as  a  factor  in  the 
market,  so  as  to  sustain  prices  in  the  domestic  market,  the  bill  is  so 
framed  that  the  corporation  created  by  the  act  can  take  over  the 
entire  handling  of  the  crops  of  the  country,  if  it  so  desires. 

Referring  for  the  purpose  of  illustration  to  the  possibility  of  the 
declaration  of  an  emergency  with  respect  to  wheat,  in  my  opinion, 
it  would  very  likely  result  in  the  proposed  corporation  handling 
much  more  than  would  be  ordinarily  included  m  the  exportable 
surplus,  for  the  reason  that  the  operation  of  such  a  corporation, 
under  the  method  proposed,  would  interfere  to  such  an  extent  with 
the  business  of  those  now  engaged  in  the  handling  of  grain  as  to 
practically  destroy  their  business,  with  the  result  that  a  much  greater 
volume  of  the  wheat  crop  would  have  to  be  handled  bv  the  corpora- 
tion than  might  be  supposed.     The  corporation  would  buy  and  sell 
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in  the  domestic  market  under  certain  conditions  at  the  ratio  price, 
or  otherwise,  and  the  uncertainty  as  to  the  extent  and  character  of 
the  operations  of  the  corporation  would  make  the  business  of  those 
engaged  in  the  merchandising  of  wheat  or  the  manufacture  of  flour 
so  Hazardous  as  to  be  out  of  the  question. 

The  terminal  elevator  operators  in  the  primary  markets  of  the 
Northwest  have  millions  of  dollars  invested  in  terminal  elevator 
properties,  and  in  these  warehouses,  with  a  capacity  in  excess  of 
55,000,000  bushels  in  Minneapolis  alone,  there  is  stored  for  milling 
purposes  from  time  to  time  a  large  percentage  of  the  production  in 
the  Northwest. 

The  terminal  elevator  operator  accumulates  stocks  according  to 
a  method  which  has  been  developed  over  a  long  period  of  years,  and 
which  involves  certain  practices  which  are  vital  to  the  present  method 
of  handling  our  crops,  and  which  it  would  be  impossible  to  continue 
in  operation  if  this  proposed  law  went  into  effect. 

As  the  wheat  moves  to  the  primary  markets,  the  terminal  elevator 
operator  takes  note  of  the  cash  price  of  grain  and  also  of  the  price 
of  the  nearest  future.  The  months  designated  as  deUvery  months 
under  the  system  in  operation  in  the  Northwest  are  September, 
December,  May,  and  July.  Whenever  the  terminal  elevator  operator 
finds  a  condition  where  the  future  price  is  slightly  in  excess  of  the 
cash  price,  he  steps  into  the  market,  buys  the  cash  wheat  and  stores 
it  in  a  terminal  elevator,  at  the  same  time  selling  futures,  usually 
for  delivery  during  the  nearest  deliver}^  month — during  the  period 
between  September  and  December — for  example,  for  delivery  in 
December.  For  the  small  margin  represented  by  this  difference,  he 
takes  delivery  into  his  warehouse,  takes  care  of  interest  and  insur- 
ance, handling  and  redelivery  charges,  with  the  result  that  there  is 
always  available  to  the  mills  the  kind  of  wheat  which  they  desire 
for  milling  purposes,  and  at  the  same  time  the  market  has  been  sus- 
tained by  the  absorption  of  the  cash  wheat  by  the  buyers  for  terminal 
elevator  operators. 

The  low  margin  exacted  by  the  terminal  elevator  operators  for  the 
services  wliich  they  perform  is  possible  only  because  of  the  practice  of 
hedging,  and  they  are  enabled  to  borrow  money  from  the  banks  to 
finance  these  immense  purchases  of  grain  only  because  of  the  fact 
that,  by  this  practice  of  hedging,  they  effect  a  system  of  insurance 
against  the  price  fluctuation,  so  that  warehouse  receipts  issued 
against  the  grain  in  the  elevators  is  the  very  best  collateral  at  the 
banks. 

Under  the  proposed  system,  after  once  establishing  a  ratio  price, 
there  is  no  assurance  that  there  will  not  be  fluctuations,  both  under 
and  over  the  ration  price  fixed,  depending  upon  conditions.  The  act 
itself  proposes  that,  in  the  event  of  a  fluctuation  amounting  to  more 
than  10  per  cent  under  the  ratio  price,  which  might  amount  to  10, 
15,  or  even  20  cents  per  bushel,  depending  upon  what  ratio  price  is 
established,  such  fluctuation  will  be  corrected  by  a  revision  by  the 
commission  of  its  recommendations  as  to  the  amount  the  corporation 
shall  purchase  at  the  ratio  price,  with  the  idea  of  restoring  the  price 
as  nearly  as  possible  to  the  level  of  the  ration  price  fixed. 

But,  even  within  these  ranges,  it  is  apparent  that  a  fluctuation  that 
might  be  absolutely  ruinous  to  the  terminal  elevator  operations 
might  occur,  against  which  they  would  be  absolutely  unprotected, 
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because  future  trading — in  the  event  that  this  law  becomes  effective, 
would  be  out  of  the  question. 

It  is  apparent  that,  where  the  commission  would  fix  a  new  ratio 
price  every  30  days  based  upon  factors  about  which  the  grain  dealer 
knows  practically  nothing,  since,  of  course,  the  ratio  price  would  be 
fixed  according  to  fluctuations  in  the  all-commodities  price,  future 
trading  in  wheat  could  not  be  carried  on  at  all.  The  result  oif  such  a 
situation  would  be  that  either  the  terminal  elevator  operator  would 
have  to  go  out  of  business,  or  he  would  have  to  abandon  the  purchase 
of  grain  for  storage  purposes,  or  exact  a  much  larger  toll  than  under 
present  conditions,  for  the  services  which  he  performs. 

In  addition  to  this,  it  becomes  apparent,  also,  that  in  the  event 
that  the  terminal  elevator  operator  was,  by  the  operation  of  this 
law,  denied  tiie  privilege  of  hedging  his  purchases  of  grain,  and 
assumed  all  the  hazards  of  ownership  without  any  protection  what- 
ever,  the   financing  of  his  operations  would   be  a  matter  of  grave 

concern. 

The  banks  liave  been  accustomed  to  regard  warehouse  receipts, 
where  purchases  of  grain  were  properly  hedged,  as  the  very  best 
collateral,  and  there  is  no  question  but  what,  if  the  hedging  privi- 
lege were  done  away  with,  that  unless  the  terminal  elevator  operator 
was  poss(^ssed  of  enormous  resources,  he  could  not  borrow  more  than 
a  comparatively  much  smaller  percentage  of  the  value  of  the  com- 
modity held  in  storage. 

There  is  consideral)le  douht  among  those  who  have  given  these 
subjects  serious  study  as  to  whether  the  amount  of  the  exportable 
surplus  is,  after  all,  the  determining  factor  as  far  as  domestic  prices 
are  concerned. 

The  report  of  the  »Ioint  Commission  on  Agricultural  huiuiry,  sub- 
mitted by  Hon.  Sydney  Anderson,  in  volume  1,  thereof,  pages  157, 
158,  and*  159,  shows  that,  in  his  opinion,  the  amount  of  the  export- 
able surplus  is  not  the  chief  factor  in  determininji:  the  price.  His 
conclusion,  after  examination  of  the  statistics  covering  a  period  from 
1890  to  1921.  indicates  that  domestic  consumption  is  a  more  influ- 
ential factor  in  price  making  than  the  amount  of  the  exportable 
surplus,  and  he  cites  as  an  illustration,  on  pa":e  159,  the  fact  that 
there  was  a  large  drop  in  the  price  of  wheat  (turintjj  1920,  notwith- 
standing the  increase*  in  exports,  and  his  conclusiem  is  jis  follows: 

It  «eeius  probable  that  this  drop  can  be  attributed  ahiiost  wholly  to  the  falling 
off  of  domestic  consumption,  which  in  1920  was  only  4.6  bushels  per  capita,  and 
the  beginning  and  conclusion  of  industrial  depression. 

There  are  many  difficulties  in  the  way  of  the  operation  of  such  a 
plan.  It  is  well  known  that  some  varieties  of  wheat  and  wheat  from 
special  localities  are  particularly  desirable  for  milling  purposes. 
There  are  also  many  different  grades,  and  whether  the  surplus  to  be 
purchased  by  the  Government  would  represent  the  hest  milling 
wheat  or  some  other  grades  could  not  he  determined  in  advance. 
High  premiums  are  paid  at  local  markets  for  wheat  of  superior  milling 
quality.  This  price  might  exceed  the  ratio  price,  whereas  in  pur- 
chases by  the  Government  this  premium  might  be  entirely  ignored. 

This  country  might  produce  what  might  be  termed  an  exportable 
siu'plus  in  a  given  year,  and  at  the  same  time  might  be  short  of  wheat 
for  domestic  consumption  })y  reason  of  the  poor  (quality  from  a  mill- 
ing standpoint  of  the  wheat  produced  in  this  country.     This  is  illus- 
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trated  by  the  fact  that  in  the  xear  1923  Canadian  wheat,  because  of 
its  exceptional  milling  ciuality,  was  actually  imported,  despite  the 
tariff  of  30  cents  per  busnel,  while  American  wheat  was  at  the  same 
time  being  exported. 

Another  objection  to  the  proposed  bill  lies  in  the  fact  that  there  is  no 
assurance  that  there  will  always  be  available  to  this  country  a  market 
into  which  to  "dump"  its  so-called  exportable  surplus.  While  at 
pres(»nt  there  are  no  restrictions  as  to  American  wheat  in  foreign 
countries,  yet  if  this  country  should  adopt  a  bill  such  as  is  now  pro- 
posed, which  can  be  successful  onl}^  by  making  the  practice  of  ^'dump- 
mg"  one  of  its  essential  features,  we  can  not  indulge  in  the  presump- 
tion that  other  countries  would  not,  before  very  long,  show  their  re- 
sentment, in  which  case  the  whole  scheme  would,  after  dislocating  the 
established  grain -marketing  machinery  in  this  country,  probably, 
after  all,  prove  a  failure. 

The  proposed  plan  involves  the  theory  that  domestic  prices  are 
too  low,  by  reason  of  the  competition  of  the  cheaply  produced  products 
of  foreign  countries  in.  the  markets  of  the  world.  They  propose  to 
oft'set  this  1)3'  the  prevention  of  importation,  secured  by  a  high  tarifl'. 
and  by  the  purchase  b}^  the  proposed  corporation  of  our  exportable 
surplus,  which  the  Government  will  sell  in  the  foreign  markets  at 
what  price  it  can  obtain,  and  will  charge  the  loss  to  the  American 
producer  on  the  basis  of  a  per  bushel  unit. 

Prices  are  on  a  fairh'  high  level  at  the  present  time,  not  only  in 
dollars  and  cents,  but  measured  in  such  commodities  as  the  farmer 
has  to  buy. 

The  crisis  we  have  seen  will  result  in  the  elimination  of  the  unfit, 
those  who  had  no  experience  in  farming  and  had  no  capital  to  begin 
with.  The  great  majorit}^  are  using  their  intelligence  and  are  begin- 
ning to  realize  that  farming  is  a  business,  and  they  are  turning  from 
exclusive  wheat  farming  on  worn-out  land  to  diversified  farming,  and 
where  this  is  being  done  there  is  not  only  no  acute  suft'ering,  but  a  fair 
degree  of  comfort  and  prosperity. 

Under  such  a  plan  our  producers  will  have  to  take  a  heavy  loss  on 
at  least  the  exportable  surplus,  and  there  is  no  guide  or  possible 
method  of  ascertaining  in  advance  what  amount  the  Federal  corpora- 
tion may  have  to  buy  and  what  losses  they  will  have  to  take  in  order 
to  maintain  a  domestic  price  level  at  the  desired  point.  These  losses 
and  the  expense  of  administration  miglit  absorb  nearly  all  the  ad- 
vantage in  price  on  the  portion  of  the  crop  consumed  here. 

In  my  opinion,  the  industry  of  agriculture  is  working  out  its  own 
salvation.  To  m}^  mind  the  proposed  remedy  is  fundamentally 
unsound  and  would  react  to  the  detriment  of  the  industry  as  a  whole 
if  adopted.  While  we  desire  to  see  the  farmer  contented  and  pros- 
pc^rous  and  are  in  sympathy  with  any  reasonable  measure  for  his 
relief,  I  do  not  think  the  proposed  legislation,  or  any  similar  legisla- 
tion, will  improve  his  condition. 

In  my  opinion,  there  are  no  conditions  in  the  industry  of  agricul- 
ture which  oft'er  justification  for  legislation  of  the  kind  proposed. 

The  present  grain-marketing  machinery  has  been  the  subject  of 
much  investigation  and  discussion  and  has  been  found  efficient  and 
economical  to  a  very  high  degree  by  economists,  State  conamissions, 
and  investigating  bodies,  as  well  as  by  the  Joint  Commission  of 
Agricultural  Inquiry  composed  of  Membei-s  of  the  National  Congress. 
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Legislation  such  as  is  proposed  would  destroy  that  machinery  and 
substitute  therefor  a  socialistic  scheme  that  would  not  correct  but 
would  perpetuate  the  evils  that  have  caused  the  conditions  complained 
of,  namely,  wrong  methods  on  the  part  of  the  farmei's  themselves, 
which  it  is  in  their  own  power  to  correct — evils  which  are  purely 
economic  evils  and  which  can  never  be  corrected  by  legislation. 

With  our  great  natural  advantages  as  to  soil  and  climate  and  the 
character  of  the  people  engaged  in  agriculture,  that  industry  can  be 
put  upon  self-sustaining  basis  in  competition  with  the  world,  without 
a  subsidy  or  any  artificial  price  stimulation.  When  this  result  has 
been  secured,  the  accomplishment  will  be  permanent,  and  the  farmer 
will  be  self  reliant  and  efficient  in  just  the  proportion  he  has  con- 
tributed thereto. 

The  Chairman.  You  have  repeated  what  a  preceding  witness  has 
said,  that  if  we  pass  this  law,  this  commission  set  up  in  it  will  buy  the 
surplus  and  sell  it  abroad,  and  that  the  other  Governments  w^ould 
resent  it. 

Mr.  Ewe.  Yes,  sir.    That  is  my  opinion. 

The  Chairman.  Would  there  be  any  difference  between  this  com- 
mission sending  it  abroad  and  other  grain  men  sending  it  abroad,  as 
they  do  now  ? 

Mr.  Ewe.  You  automatically  stimulate  production  by  this  bill. 
The  natural  result  of  the  passage  of  this  bill  would  be  to  increase  the 
production  of  wheat. 

The  Chairman.  The  countries  that  buy  it  are  countries  that  do 
not  produce  enough  wheat  to  supply  their  own  people,  and  if  you 
stimulated  the  production  of  wheat  and  increased  the  surplus  that 
had  to  be  sent  abroad  it  would  tend  to  lessen  the  price  abroad,  would 
it  not  ? 

Mr.  Ewe.  Yes,  sir. 

The  Chairman.  Would  it  not  follow,  then,  that  that  being  true, 
those  people  who  had  to  buy  wheat  would  welcome  it  and  say,  ''We 
are  paj'incj  less  for  our  wheat  than  we  did  before,  and  that  is  what 
we  want  ?  ' 

Mr.  Ewe.  England,  for  instance,  as  an  illustration,  would  naturally 
oppose  the  putting  on  of  an  import  duty  on  Canadian  wheat  into  this 
country.  They  would  naturally  resent  it  and  would  employ  all 
means  to  bring  their  own  trade  to  their  own  country.  Argentina  and 
Canada  and  Australia  all  produce  a  surplus  of  wheat.  They  would 
naturally  take  steps  by  which  that  grain  would  be  given  preference 
over  American  grain. 

The  Chairman.  W^ould  they  not  buy  it  on  the  market?  Would 
not  the  purchaser  over  there  buy  where  he  could  get  it  cheapest? 

Mr.  Ewe.  If  they  put  30  cents  duty  on  American  wheat  imported 
into  England,  that  would  automatically  force  the  English  buyer  to 
buy  from  their  own  colonies. 

The  Chairman.  We  are  only  going  to  sell  our  surplus  in  countries 
where  they  do  not  produce  wheat  enough  for  themselves.  We  can 
not  expect  to  sell  it  in  the  Argentine  or  in  Canada,  but  we  are  going 
to  sell  it  in  those  countries  that  do  not  produce  enough  wheat  for 
Iheir  own  use.  Would  they  not  be  glad  to  have  the  price  go  down? 
Would  they  not  welcome  it  ? 

Mr.  EwE-  Certainly. 
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The  CiLViRMAN.  If  this  is  going  to  reduce  the  price,  would  they  not 
be  glad  of  it  ? 

Mr.  Ewe.  They  have  the  same  problem  in  England  that  we  have 
in  this  country.  The  producers  in  England  are  demanding  protection 
from  the  Government. 

The  Chairman.  They  do  not  produce  wheat  enough  in  England  to 
supply  their  own  demand.  It  is  to  their  interest  to  buy  it  just  as 
cheaply  as  possible. 

Mr.  EwE.  On  the  other  hand,  the  producers  want  to  get  as  high  a 

price  for  it  as  they  can. 

The  Chairman.  Exactly;  but  you  are  going  to  sell  this  surplus  in 
the  market  where  they  are  going  to  buy  it.  You  are  claiming  the 
surplus  will  be  bigger,  but  that  will  tend  to  decrease  the  world  price. 
England  could  buy  her  wheat  cheaper  if  your  argument  is  true.  It 
seems  to  me  she  would  welcome  it  with  open  arms. 

Senator  Johnson.  May  I  ask  you  a  question  before  I  ^o  away? 
You  agree  that  the  farmer  should  have  cost  of  production  if  he  is  to 
stay  in  his  business  ? 

Mr.  EwE.  Yes,  sir. 

Senator  Johnson.  Just  as  soon  as  he  delivers  his  grain  the  com- 
mission man  has  a  price  set  for  handling  the  grain  for  him,  has  he  not  ? 

Mr.  Ewe.  He  has. 

Senator  Johnson.  The  hedging  is  paid  for  at  a  certain  price? 

Mr.  Ewe.  Yes,  sir. 

Senator  Johnson.  And  the  insurance  man  has  got  a  certain  price, 

has  he  not  ? 

Mr.  Ewe.  Yes,  sir. 

Senator  eloHNSON.  And  even  the  bonding  companies,  as  you  know, 
have  a  price  set,  and  on  top  of  that,  where  they  have  a  little  elevator 
in  Campbell,  Mont.,  their  seven  members  of  their  board  of  directors 
have  to  go  behind  the  bonding  company  on  top  of  what  they  pay 
them,  and  still  they  have  to  pay  it.  Is  not  that  correct  ?  The  reason 
I  am  asking  this  question  is  to  try  to  get  out  of  you  that  anyone  who 
is  handling  the  farmer's  product  charges  so  much  for  it.  You  agree 
with  me,  don't  you,  that  on  top  of  this,  if  there  is  any  speculation 
where  they  take  chances  they  try  by  speculating  to  cover  themselves 
against  loss  if  it  is  possible  ? 

Mr.  Ewe.  May  I  answer  your  question.  Senator? 

Senator  Johnson.  Yes. 

Mr.  Ewe.  I  have  been  in  the  grain  business  for  45  years.  I  nave 
never  had  a  speculative  trade  in  my  life.  You  take  the  country 
elevators  and  tne  terminal  elevators,  and  there  is  no  grain  machinery 
in  any  country  that  I  have  visited  all  over  the  world  that  is  as  eco- 
nomically handled  as  the  grain  machinery  on  this  continent,  where 
the  farmer  can  bring  his  grain  in  to  market,  get  his  money  for  it  if  he 
wants  to  sell  it,  or  he  can  bring  his  grain  in  and  store  it  as  long  as  he 
wants  to  store  it,  and  the  margin  between  the  price  he  pays  the  farmer 
and  the  price  he  gets  for  the  grain  delivered  at  terminal  is  the  most 
economical  of  any  industry  in  the  world. 

Senator  Johnson.  Yes;  I  probably  agree  with  you.  We  took  that 
up  this  morning. 

Mr.  Ewe.  As  far  as  the  toll  that  the  insurance  company  exacts 
and  the  bonding  company  exacts,  I  don't  know  that  that  is  the  factor 
in  this  question,  but  the  fact  that  the  directors  of  your  local  elevator 
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have  to  indeiunify  the  insurance  company  against  liability  that  they 
have  assumed  because  of  their  bonding  agents,  that  is  not  true  of  us. 
We  do  not  have  to  indemnify  the  insurance  company  or  bonding 
company  at  all. 

Senator  Johnson.  That  is  because  you  are  big  enough  to  take  care 
of  yourselves. 

Mr.  Ewe.  No. 

Senator  Johnson.  How  do  you  mean? 

Mr.  Ewe.  We  are  supposed  to  employ  men  of  absolute  honesty 
and  integrity,  and,  secondly,  the  insurance  company  has  entree 
into  our  books  and  records  whenever  they  want  to,  and  have  all  in- 
formation essential  to  the  operation  of  the  elevator. 

Senator  Johnson.  What  1  am  after,  Mr.  Ewe,  is  this.  You  charge 
for  this  service,  don't  you? 

Mr.  EwE.  Yes,  sir. 

Senator  Johnson.  Even  these  storage  elevators  charge  so  much 
per  bushel,  and  if  you  want  a  service  of  them  in  mixing  your  wheat, 
then  if  you  store  it  with  them  they  charge  so  much  for  that,  do  the}' 
not? 

Mr.  Ewe.  Those  charges  are  fixed  by  statute.  Senator. 

Senator  Johnson.  I  know.    That  is  what  T  am  driving  at. 

Mr.  Ewe.  That  is  the  maximum  toll  that  the  elevator  operator 
can  exact,  and  it  does  not  provide  a  minimum  toll  that  he  gets  for 
his  services.  In  lots  and  lots  of  cases  the  country  elevator  is  operated 
without  exacting  any  storage  from  the  farmers  at  all. 

Senator  Johnson.  Then,  if  you  lose  on  one  of  your  olevatoi-s  yon 
make  so  much  more  on  the  otliers  ( 

Mr.  Ewe.  I  would  not  say  that. 

Senator  Johnson.  You  have  to  have  something  to  stay  in  business. 

Mr.  Ewe.  You  say  you  agree  with  me,  Senator,  that  the  o^rain 
business  is  the  most  economically  conducted  business  of  any  business 
in  the  world,  so  far  as  its  conduct  in  the  Nortliwest  is  concerned  i 

Senator  Johnson.  I  agree  with  you  that  what  the  farmer  pays 
between  the  time  when  the  grain  leaves  him  and  when  it  reaches 
the  miller  has  not  been  excessive.  Of  coui-se,  the  s|)eculation  prob- 
ably can  come  in  afterwards.  What  I  commented  on  this  morning 
is  that  the  biggest  spread  is  between  the  time  when  tlie  miller  gets 
hold  of  it  and  the  time  the  consumer  gets  it. 

Mr.  Ewe.  That  is  a  factor  I  am  not  in  touch  with,  because  we  are 
not  in  the  milling  business. 

The  Chairman.  Have  you  any  remedy  to  suggest  to  us  that  you 
think  we  can  api)ly  satisfactorily  i     Is  there  anything  we  could  do  ? 

Mr.  Ewe.  I  think  the  only  thing  you  can  do  is  to  try  to  ^et  the 
farmer  to  improve  his  farming  methods  in  the  Northwest.  1  think 
part  of  his  trouble  is  attributable  to  the  fact  that  he  has  insisted 
upon  growing  wheat  to  a  much  greater  extent  that  he  should  on  land 
that  he  has  not  fertilized,  and  that  he  has  not  resorted  to  diversi- 
fication to  the  extent  that  he  should,  which  is  essential  to  the  results 
that  he  obtains  from  his  year's  operations. 

The  Chairman.  We  have  had  witnesses  here  from  Illinois  and 
Iowa,  where  they  have  diversified  to  the  fullest  extent,  and  their 
reports  are  nearly  as  bad  as  they  are  in  the  Dakotas. 

Mr.  Ewe.  I  can  not  conceive  of  any  justification  for  that.  1  do 
not  mean  to  say  that  there  may  not  be  farmers  in  that  locality  that 
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have  had  bad  crop  failures,  and  have  had  adverse  conditions  that 
have  been  factors  in  the  results  they  have  obtained,  but  generally 
speaking  the  farmers  in  Iowa  and  that  territory  are  quite  well  off 
and  quite  satisfied. 

The  Chairman.  Is  it  not  generally  admitted — as  far  as  I  know 
universally  admitted — that  wheat  now  is  produced  at  a  loss  and  the 
farmer  does  not  get  what  it  costs  to  produce  it  ? 

Mr.  Ewe.  I  think  possibly  that  may  be  true  in  some  sections  of 
the  Northwest,  because  of  the  fact  that  he  only  raises  5,  6,  or  7  bushels 
to  the  acre,  whereas  in  Canada  they  raise  26  bushels  to  the  acre,  and 
whereas  in  the  Argentine  and  western  territory  they  raise  30  bushels 
to  the  acre,  and  the  same  thing  applies  to  certain  sections  in  the 
Southwest. 

The  Chairman.  Mr.  Ewe,  it  is  your  understanding  that  the  farmers 
of  Iowa,  Illinois,  Missouri,  Kansas,  and  Nebraska  are  in  pretty  good 
condition  now;  that  they  do  not  need  any  assistance? 

Mr.  Ewe.  That  is  my  theory. 

The  Chairman.  Of  course,  if  we  had  that  understanding  we  would 
go  home  right  away,  and  if  that  understanding  is  right  tliere  is  not 
anything  that  we  should  do. 

Senator  Gooding.  I  was  going  to  ask  the  witness  if  he  knew  any- 
thing about  the  farmers  in  Idaho  ? 

Mr.  Ewe.  No;  I  don't,  but  I  can  conceive  what  their  condition 
might  be,  because  we  know  the  quality  of  wheat  they  produce  out 
there. 

The  Chairman.  What  information  have  you  of  the  condition  of 
the  farmers  in  the  States  I  have  mentioned?  Have  you  been  over 
the  country  any,  or  have  you  made  any  investigation  of  it  ? 

Mr.  Ewe.  I  have  lived  in  Minneapolis  for  35  or  40  years. 

The  Chairman.  But  you  are  living  in  the  Northwest  country  where 
you  concede  there  ought  to  be  something  done.  Have  you  been 
through  Illinois,  Indiana,  Iowa,  Missouri,  Kansas,  and  Nebraska? 

Mr.  Ewe.  I  have  been  through  the  States,  but  I  have  not  naade 
any  careful  survey  of  theii-  situation,  except  in  a  general  superficial 
way,  by  coming  in  contact  with  the  business  of  our  association. 

The  Chairmax.  If  you  assume  now,  for  the  sake  of  3'()ur  answer, 
that  the  farmei-s  all  tlirough  that  country  are  in  practically  the  same 
condition  as  the  farmers  you  know  about,  that  their  farms  have  been 
sold  or  mortgaged,  sold  for  taxes,  and  thousands  and  thousands  of 
farmers,  particularly  tenant  farmei-s,  driven  entirely  off  of  their 
farms,  and  they  are  in  that  deplorable  (-ondition,  is  there  anything 
we  could  do  to  help  them  ( 

Mr.  Ewe.  I  can  not  concteive,  Mr.  Chairman,  how  anything  legis- 
latively can  be  done  to  construct  an  economic  condition. 

The  ('iiAiaMAX.  Don't  you  think  that  the  farmer  who  has  to  sell 
his  products  to  men  who  have  been  protected  in  various  ways  b\ 
law,  such  as  the  railroads  and  manufacturers,  and  so  forth,  and  where 
that  condition  has  been  brought  about  at  least  to  some  extent  by 
legislation,  it  is  unfair  to  him  to  leave  liim  out  ? 

Mr.  Ewe.  Yes,  sir:  I  do.  1  think  that  the  Adamson  Act  has  done 
a  great  deal  to  bj-ing  about  that  condition.  Now,  that  is  my  own 
personal  opinion.  It  lias  resulted  in  a  substantial  increase  in  the 
wage  scale,  increasing  the  price  of  manufactured  products,  and  also 
has  justifKul  a  substantial  increase  in  the  freight  rate  structure. 
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The  Chairman.  Do  you  believe  that  the  railroad  men  now  are- 
getting  wages  too  high  considering  the  cost  of  living  i 
Mr.  Ewe.  I  do.  .  ,  ^ 

The  Chairman.  You  think  they  are  getting  too  much  ^ 

Mr.  Ewe.  Yes,  sir;  I  do.  .         .,        ,  ^^-       ^       i  :„]. 

The  Chairman.  Do  you  think  the  railroads  are  getting  too  lugli 

freight  rates  ?  ^    ,  .1  •   i    ^u         -i        i 

Mr  Ewe.  I  would  not  sav  that.  I  do  not  think  the  railroads 
would  he  only  too  glad  to  reduce  their  rate  structure  if  their  condi- 
tions w^ould  justify  it.  .         ,     , 

The  Chairman.  When  it  comes  to  the  railroads,  we  will  ask  them 
whether  they  can  do  it  or  not,  and  if  they  say  they  can,  then  we  will 
do  it,  but  when  it  comes  to  the  farmer  we  will  not  apply  that  same 
rule  to  him.     It  is  economic  ruin  to  apply  it  to  him.         ^,    ,  .  . 

Do  you  know  of  anv  farmers  in  any  of  these  States  that  i  nave 
mentioned,  anv  diversifiod  farmer  now,  diversifying  just  as  much  as 
vou  want  himto  diversify,  who  has  made  anything  if  you  apply  the 
same  rule  to  him  that  is  applied  to  the  business  man  and  allow  him 
wages,  interest  on  investment,  on  indebtedness?  in  other  words, 
apply  the  rule  right  through  that  is  always  applied  to  a  business  cor- 
poration, and  do  you  know  of  any  farmer  that  has  made  anything  in 

the  last  vear?  ,  *„+^^^r,f 

Mr   Ewe.  Now,  I  would  like  to  answer  that  Ciuestion  by  a  statement 

I  heard  that  was  developed  in  the  conference  m  St.  Paul  about  a 
month  or  so  ago,  where  the  heads  of  the  agricultural  departments  ot 
the  different  Northwestern  ^States  were  in  conference,  and  this  man 
from  Montana  stated  an  occurrence  which  took  place  when  he  was  m 
a  bank  in  Lewistown,  Mont.,  and  he  said  a  farmer  came  in  and  told  the 
banker  about  his  inability  to  pay  his  interest,  taxes,  and  other  obliga- 
tions, because  of  the  results  that  he  had  obtained  from  the  farming  ol 
his  farm  for  several  vears,  and  shortly  after  this  man  came  in  another 
man  came  in  and  he  asked  him  how  he  was  setting  along.  He  said 
he  was  getting  along  very  nicely.  He  said  he  had  more  money  m 
the  bank  to-day  than  he  ever  had  in  his  life  before.  He  asked  hini 
where  his  farmVas  located.  He  told  him  where  it  was  located,  and 
it  was  about  a  mile  and  a  half  or  two  miles  from  this  first  mair  s  farm. 


He  says,  "it  means  nara  wurK,  m  cuuiot.,  mu..  x  c.x.x  h--— &  — — - 
He  went  back  to  the  first  farmer  and  asked  him  how  it  was  that  with 
the  atmospheric  and  soil  conditions  about  the  same  he  could  not  make 
a  success  of  it,  when  this  other  fellow  was  making  a  success,  and  he 
said,  "You  don't  suppose  I  am  going  to  work  like  that  damned  tool 
does,  do  vour'  He  says,  "That  man  wwks  16  hours  a  day  a  good 
share  of  the  time  and  1  am  not  going  to  work  like  he  does. 

Don't  misunderstand  me,  Senator.     I  am  in  sympathy  with  the 

^l^rCHAiRMAN.  A\liat  you  say  is  true,  but  we  are  considering 
farmers  as  a  class  just  like  we  would  consider  the  grain  men  as  a 
class.     There  are  some  of  them  that  are  no  good. 

Mr.  Ewe.  Yes,  sir.  ,  o       ^  1  u^^,r 

The  Chairman.  Just  like  lawyers  and  even  Senators  and  everybody 

else.     Some  are  bad  and  others  are  good,  but  they  are  not  any  worse 

than  any  other  class.     They  are  just  the  same. 
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Mr.  Ewe.  I  agree  with  you. 

The  Chairman.  But  we  are  unfortunate,  if  that  is  the  answer  to 
the  question,  in  selecting  Montana,  for  we  had  for  a  day  and  a  half  on 
the  witness  stand  here  one  of  the  most  intelligent  witnesses  I  ever 
heard  testify,  from  Montana,  and  besides  we  had  a  whole  lot  of  other 
Montana  people,  some  of  them  bankers,  and  they  have  given  us  an 
entirely  different  story  about  Montana. 

Mr.  Ew^E.  That  territory  is  in  pretty  bad  shape. 

Senator  Gooding.  We  had  the  commissioner  of  agriculture. 

The  Chairman.  Yes;  we  had  the  commissioner  of  agriculture,  Mr. 
Davis,  who  was  as  well  posted  as  any  witness  who  has  ever  testified 
before  this  committee,  and  he  gave  us  what  I  believe  to  be  a  very 
accurate  survey  of  Montana,  and  they  had  an  organization  in  Montana 
composed  of  farmers,  business  men^  bankers,  manufacturers,  whole- 
salers, and  retailers,  comprising  the  whole  State.  They  got  so 
interested  in  this  proposition  and  so  anxious  to  reheve  the  farmer,  that 
the  whole  State  organized  and  sent  their  representatives  down  here 
before  us,  and  they  told  us  a  tale  about  farming  in  Montana  that 
would  bring  tears  to  the  eyes  of  the  most  hard-hearted  man  w^ho  ever 

lived. 

Mr.  Ewe.  Another  feature  of  this  McNary  bill  is  this:  Suppose 
you  determine  that  that  is  actually  the  result,  that  200,000,000 
bushels  is  the  exportable  surplus,  where  do  you  propose  to  take  that 
from  ? 

The  Chairman.  Buy  it. 

Mr.  Ewe.  Where;  in  what  market? 

The  Chairman.  In  the  American  market. 

Mr.  Ewe.  But  where  ? 

The  Chairman.  Any  place  they  want. 

Mr.  Ewe.  West  of  the  Rockies  ? 

The  Chairman.  Any  place  they  want. 

Mr.  Ewe.  The  reason  1  asked  the  question  was  because,  as  I  stated 
a  few  moments  ago,  the  price  level  of  wheat  in  Minneapolis  is  com- 
paratively higher  than  in  any  other  part  of  the  United  States,  because 
of  the  fact  that  there  is  the  place  where  they  produce  high  protein 
content  wheat,  which  is  much  higher  relatively  than  certain  sections 
in  Texas,  Kansas,  Missouri,  and  other  sections.  Therefore,  if  you  are 
going  to  confine  the  activities  of  this  commission  to  taking  the  surplus 
west  of  the  Rockies,  it  might  not  be  helpful  to  the  territory  east  of 
the  Rockies. 

The  Chairman.  If  this  commission  is  going  to  buy  wheat,  it  seems 
to  me  they  will  have  to  be  prepared  to  take  it  when  it  goes  down 
below^  the  price  they  fix.  That  automatically  will  fix  it.  They  take 
freight  into  consideration  and  all  those  things.  The  theory  is  that 
they  will  buv  enough  wheat  so  they  will  take  the  surplus  out  of  the 
country,  and  the  tariff  would  keep  any  other  wheat  from  coming  in, 
therefore  the  price  will  automatically  come  up,  and  when  it  gets  up 
to  where  it  ought  to  be  they  will  stop  buying. 

Mr.  Ewe.   You  have  other  complications. 

The  Chairman.  I  have  no  doubt  of  that. 

Mr.  Ewe.  There  are  numerous  complications.  Take,  for  instance, 
the  same  price  for  the  same  grade  of  wheat.  We  have  30  grades  and 
we  have  tne  same  grade  of  wheat  selling  at  a  difference  of  10  cents  a 
bushel  on  our  market.     Does  that  mean  that  our  farmer  w^ho  sells 
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that  high  protein  content  wheat  for  which  he  is  ^ettin^j  a  premium 
now  wul  have  to  forego  that  15  cents  premium? 

The  Chairman.  We  probably  won't  get  it  at  all  if  it  selling  on  that 
basis.  We  will  let  you  people  buy  it.  We  won't  touch  it.  They 
did  that  during  the  war.  There  is  a  lot  of  complicated  machinery 
involved,  I  know,  and  T  have  grave  doubts  whether  the  bill  is  work- 
able on  some  things. 

Mr.  Ewe.  It  is  absolutely  impossible. 

The  Chairman.  I  think  it  could  be  worked  on  wheat  and  on  some 
other  things,  but  it  involves  a  complicated  lot  of  machinery.  It  is 
a  difficult  thing  to  work  out,  a  difficult  thing  to  carry  out.  I  know 
that.  But  as  1  look  at  it  we  are  confronted  with  a  condition  here 
that  makes  it  imperative  that  we  decide  whether  wo  can  do  anything. 
I  think  myself  we  can.  A  lot  of  people  think  w^e  can  not.  If  we  are 
wrong  about  that,  then  we  will  throw  up  our  hands  and  say,  ''Suffer 
and  starve  and  die.  If  God  don't  take  care  of  you.  we  can  not." 
But  if  we  can  do  something,  we  ought  to  do  it. 

Mr.  EwE.  I  have  been  on  earth  long  enough  to  have  passed  through 
several  periods  of  low  prices.  I  remember  the  time  wnen  we  bought 
wheat  for  40  cents  a  bushel. 

The  Chairman.  The  farmer  would  be  glad  to  sell  his  wheat  for  a 
dollar  a  bushel  if  you  would  put  him  under  conditions  where  his 
dollar  would  buy  what  it  ought  to  buy.  The  facts  are  that  we  have 
put  everybody  else,  as  I  think,  by  legislation,  in  an  advantageous 
position,  and  can  not  help  the  farmer.  At  least  so  far  we  have  not 
been  able  to  do  it.  Now,  he  is  at  the  end  of  the  equation.  He  pays 
the  freight  on  what  he  buys  and  on  what  he  sells.  He  is  surrounded 
by  conditions  many  of  which  are  artificial  and  made  by  legislation, 
that  have  put  him  at  a  disadvantage.  Now,  can  it  be  remedied  ( 
And  if  so,  w^e  ought  to  do  it,  and  w^e  ought  to  even  take  a  chance  in 
doing  it. 

Senator  Smith.  Mr.  Chairman,  I  would  like  to  ask  the  witness  if 
he  recalls  any  agricultural  depression  that  shows  the  extreme  differ- 
ence between  the  industrial  price  and  the  agricultural  price  in  relation 
to  the  things  that  the  agricultural  dollar  has  to  buy? 

Mr.  Ewe.  I  have  not  anv  absolute  check  on  it.  Senator,  but  vou 
recall,  possibly,  25  years  ago.  when  the  price  level  of  oats  through  all 
of  this  lowa-lllinois  section  was  such  that  you  could  buy  all  you 
wanted  for  20  cents  a  bushel.  The  country  elevator  could  buy  all  it 
could  furnish  cars  for.  Also  I  recall  the  fact  that  corn  was  selling 
at  10  to  15  cents  a  bushel  in  Illinois,  Iowa,  and  Nebraska.  I  imagine 
that  the  discrepancv  between  the  value  of  the  farmer's  dollar  and  the 
industrial  man  s  dollar  at  that  time  must  have  been  as  great  or  even 
greater  than  it  is  to-day. 

Senator  Smith.  I  have  not  had  an  opportunity  to  look  through  all 
of  the  different  papers  that  have  come  to  me,  but  I  am  under  tlie 
impression  that  taking  the  agricultural  problem  as  a  whole  they  are 
now  perhaps  at  a  wider  variance  in  purcnasing  power  compared  with 
other  commodities  than  ever  before  in  the  history  of  the  country. 

Mr.  Ewe.  I  have  not  any  way,  as  I  say,  of  absolutely  verifying  the 
correctness  of  my  statement,  but  take  25  years  ago  when  corn  was 
selling  at  from  10  to  15  cents  a  bushel  as  compared  with  75  cents  and 
80  cents  a  bushel,  65  cents  to  70  cents  on  the  farm,  the  difl'erence  in 
the  buying  power  I  think  must  have  been  greater  than  it  is  to-day. 
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Senator  Goodinc.  When  was  it  that  corn  sold  for  10  cents  a  bushel  ? 

In  1893? 

Mr.  Ewe.  1890. 

Senator  GooDiNo.  During  the  panic? 

Mr.  Ewe.  No;  before  the  panic.     Corn  was  sellmg  at  lo  cents  a 

bushel  in  1889.  .  i        •  ^    •  i 

The  Chmrman.  It  seems  to  me  that  is  more  or  less  immaterial, 
because  if  there  was  a  condition  existing  before  where  the  farmer's 
dollar  was  worth  onlv  50  cents,  it  is  only  a  demonstration  of  the  fact 
that  this  is  not  the  only  time  he  was  getting  it  in  the  neck. 

Mr.  Ewe.  On  the  other  hand,   that  w^as  corrected  without   any 

legislation.  ,     ,     ,  i    .  •     x-       xi  • 

The  Chairman.  Exactly.  I  have  no  doubt  but  what  m  time  tlus 
would  correct  itself,  but  the  farmers  would  all  starve  to  death,  and 
we  would  have  a  new  lot  of  them  on  the  farms.  It  seems  to  me  w'e 
out'ht  to  remedy  it  now  if  we  can,  while  there  is  still  somebody  alive. 
Mr.  Ewe.  If' I  had  any  suggestion  from  a  legislative  standpoint 
by  w^iiich  the  farmer's  conditions  could  be  corrected  I  would  be  glad 
and  only  too  glad  to  tell  you  what  it  was,  because  there  is  nobody  we 
have  a  higher  regard  for  than  the  aOTiculturists  of  this  country. 

(Whereupon    the   committee   adjourned   until    10   o'clock   a. 
Thursday,  February  7,  1924.) 
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THURSDAY,  FEBRUARY  7,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326,  Senate  Office  Building,  Senator  George  W.  Norris 
presiding. 

Present:  Senators  Norris  (chairman),  McNary,  Gooding,  Norbeck, 
McKinley,  Harrison,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Hargis 
wanted  to  make  a  statement  this  morning. 

STATEMENT  OF  MR.  B.  L.  HARGIS,  KANSAS  CITY,  MO. 

Mr.  Hargis.  My  name  is  B.  L.  Hargis,  of  Kansas  City,  Mo. 

I  speak  for  the  men  representing  the  grain  exchanges,  and  also 
bring  certain  resolutions  from  millers  in  our  territory. 

The  Chairman.  First  state  what  is  your  business  ? 

Mr.  Hargis.  I  am  in  the  grain  business,  Mr.  Chairman. 

The  Chairman.  In  what  particular  capacity? 

Mr.  Hargis.  In  the  commission  business. 

The  Chairman.  At  Kansas  City,  Mo.  ? 

Mr.  Hargis.  At  Kansas  City,  Mo.;  yes,  sir;  both  receiving  and 
shipping. 

The  Chairman.  Are  you  a  member  of  the  grain  exchange  ? 

Mr.  Hargis.  Yes,  sir.  This  bill.  Senate  bill  2012,  came  to  our 
attention  only  in  the  middle  of  last  week.  Prior  to  that  time  we 
knew  that  there  were  some  proposals  before  the  Senate  Committee 
on  Agriculture,  but  we  were  not  conversant  with  the  character  of 

the  measure. 

It  is  an  impossible  thing  for  anyone  from  the  Southwest  to  come 
here  and  say  to  you  that  agriculture  in  that  territory  is  in  good  con- 
dition. The  farmers  are  not  in  good  condition.  They  are  possibly 
in  somewhat  better  shape  than  they  were  a  year  ago  and  two  years 
ago,  but  the  general  condition  there  has  not  been  reheved  complete^. 

We  in  the  West  are  very  anxious  that  it  should  be  relieved.  We 
hope  that  it  can  be  accomplished  in  a  fashion  that  will  not  too 
greatly  disturb  trade  conditions.  I  do  think  that  primarily  the  grain 
exchange  is  of  very  little  consequence  to  the  Congress  or  to  the 
people  as  a  whole  unless  it  does  a  real  service,  that  is,  what  affects 
the  grain  men  or  what  does  not.  In  other  words,  his  relation  to 
agriculture  as  a  whole  is  such  as  to  make  him  an  insignificant  con- 
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sideration    unless  the  institution  that  kis  been  buUt  un  hv  th..., 

*^  ^ifhV. "  ""''"r'"-^'  '"  '^'  ^"■"'^""'i'^  handling  of  farm  P/uci 
alth^  L^  T  ^^""""l '"  ""^  "  'Yy  '•^evolutionary  one,  and  I  don't  bel^ve 
aJthough  I  may  be  vvTong,  that  there  has  been  anything  Ui  our  histoTv 

prSosal  befo«> ',f,"^T  '"  '''  ""^^^  Z""*''**  "^^io^zTtion  a^^  th?s 

To  begm  with,  as  Mr.  Gates  stated  to  von  the  other  Hnv  (t  «..t«  »».„ 
hamllmg  of  gra  n  through  this  commission  in   he      ndsTf  a  vCft 

undrr?J,f  "k^i/"  -^r"!.'  ^'."^n'^ly  tlwit  "o  futures  market  can  possibly  exist 

IS  whether  o    not  SZ  ^*'**  ^""^  ?"*'r«"  ^'i"  h-e  to'detc'nnlne 
'o  W4ieuier  or  not  tlie  futures  market  is  Hps  niKl"      if  u  ;.  ^     •     1.1 

e'niXbT/^''  ^"  ^^•«  ^'»  -u^t  n^VbetTde^ra  itV  JeTh  : 
thT&S  mark'ets ''*'  ""-^"'^  ^•^■^'^'"  ^"  J^**^'  discontinur„U'of 

ufte^:  Si.S:*uruUl.tis'^,"'''trr:  wif be^r^^-'^t^  ^*"- 

Wes,  an,l  whether  under  the  adminitrtion    J'lhe  mtsutX 
Governmen    took  over  and  operated  the  houses  themselveTas  thev 

rnii=.''"KrhTv:r™'-^-  '^  •^'™''^*''" ''  -» '^^  -  «p-' 

reaTin  ^Pf '"^'^^'^  market  will  necessarily  be  discontinued,  for  the 
reason  that  you  can  not  have  future  trading  where  arbitr^rv  nrin! 
changes  are^  made  every  30  days,  month  to  :^onth,  12  tS  a  Cr 
and  are  made  on  the  ratio  to  the  aU-commodities  price  and  no  tiS 
can  know  m  advance  what  it  might  be.  He  will  have  no  mp«,f=  „f 
judgmg,  as  an  investment,  whatfhe  value  of  ^n  Z/be  30  da^s 

w^Im  r  ''*'*"'"^  '*  '*"*•'''  ^r^"''^  *'"'  committee  that  the  fluctuations 
would  be  very,  very  small,  and  for  that  reason  there  would  bon. 
g.-ent  hazard  „,  the  handling  of  the  busines!!.    "xhe  tabrpinshed 
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in  the  Congressional  Record  of  January  16,  1924,  does  not  indicate 
that  to  be  true. 

In  the  Kansas  City  market,  the  first  fluctuation  mentioned,  the 
calculated  price,  that  is  the  calculated  value  of  wheat  if  this  ratio  of 
agricultural  products  to  the  all-commodities  price,  would  have  shown 
from  January  to  February  a  fluctuation  of  11  cents  per  bushel. 
Eleven  cents  per  bushel  means  50J  cents  per  barrel  for  wheat  as 
translated  into  flour. 

The  Chairman.  Do  you  take  that  from  that  table  ? 

Mr.  Hargis.  It  is  stated  right  here  in  this  table;  yes,  sir. 

The  Chairman.  Who  supplied  that?     What  is  that  from? 

Mr.  Hargis.  The  Congressional  Record. 

The  Chairman.  I  know,  but  who  put  it  in  there  ? 

Mr.  Hargis.  Senator  Dill. 

He  says: 

I  ask  unanimous  consent  to  have  printed  in  the  Record  four  pages  of  tables 
prepared  by  the  Department  of  Agriculture,  showing  what  the  effect  would  have 
been  on  the  price  of  wheat  if  the  export  commission  and  corporation  had  been 
created. 

The  Chairman.  How  did  that  go — up  or  down — during  that  month  ? 

Mr.  Hargis.  In  January  the  calculated  price  was  to  have  been 
$1.72;  February,  $1.61.  That  is,  for  wheat  at  Kansas  City.  For  all 
wheat,  that  is,  taking  the  country  over,  the  first  two  figures  are 
$1,821  and  $1,716,  or  a  fluctuation  tnere  of  approximately  11  cents. 

The  Chairman.  How  far  is  that  carried  out  ?     Just  to  February  ? 

Mr.  Hargis.  No.  They  have  calculated  it  for  each  year,  1921, 
1922,  and  1923,  down  to  and  including  November.  But  the  point 
I  niake  is  this,  that  during  the  entire  life  of  the  present  May  wheat 
delivery  the  fluctuation  has  been  only  lOJ  cents  at  Chicago,  the  lowest 
price  being  $1.03 J,  the  maximum  price  being  $1.14f .  The  market  at 
the  present  time,  or  a  day  or  two  ago,  was  within  about  a  cent  and  a 
half  or  a  cent  and  three-quarters  of  the  top.  Under  ordinary  trading, 
as  existing  and  regulated  under  the  Capper-Tincher  bill,  the  grain  fu- 
tures act,  with  your  Government  oflftcials  at  each  of  the  markets,  this 
trade,  this  hedging  or  insurance  proposition,  has  gone  on  with  practi- 
cally no  price  disturbance,  but  with  a  stable  hedging  market.  As  I 
recall  it,  when  the  Agricultural  Committee  had  before  it  bills  proposing 
to  regulate  the  grain  exchanges,  it  seemed  to  be  the  opinion  of  the 
meniDers  of  the  committee  that  it  was  desirable  that  wide  fluctuations, 
if  possible,  be  avoided,  and  this  year  certainly  there  have  not  been 
violent  fluctuations. 

The  Chairman.  Might  I  interrupt  you  there.  As  you  say,  one  of 
the  objects  of  that  bill  was  to  avoid  wide  fluctuations.  Do  I  under- 
stand you  to  say  that  this  condition  which  apparently  exists  now  has 
arisen  under  that  bill? 

Mr.  Hargis.  The  condition  exists  and  the  bill  is  in  effect.  Nobody 
could  safely  venture  an  assertion  as  to  what  effect  the  bill  has  on  the 
market  at  the  present  time.  The  Secretary  of  Agriculture  is  in 
possession  of  figures  indicating  the  trade  volume  in  each  market  each 
day,  and  it  appears  to  me  that  he  would  be  the  best  situated  to  answer 
that  question. 

The  Chairman.  At  least  it  has  not  brought  about  demoralization, 
has  it? 
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Mr.  Hargis.  The  market  is  not  demoralized,  Mr.  Chairman. 
The  Chairman.  It  has  not  ruined  your  business,  for  instance? 
Mr.  Hargis.  No;  it  has  not  ruined  the  grain  business. 
The  Chairman.  Was  not  that  one  of  the  objections  that  the  grain 
people  made  when  that  bill  was  pending,  that  it  was  going  to  ruin 

them?  . 

Mr.  Hargis.  I  think  the  bill  was  modified  from  its  ongmal  verbiage 
by  amendments,  by  conference,  by  discussion  before  your  conmiittee 
and  before  the  House  committee. 

The  Chairman.  Oh,  we  amended  it  in  several  particulars,  yes. 

Mr.  Hargis.  I  am  not  prepared  to  say  to  you  that  it  is  a  good  bill 
or  a  bad  bill.  I  do  not  believe  the  bill  has  been  in  effect  long  enough 
to  justify  me  in  hazarding  an  opinion  on  it.  I  am  certainly  not  in  a 
position  to  criticize  it.     Neither  am  I  in  a  position  to  conmiend  it. 

The  Chairman.  Whenever  we  have  legislation  pending  here  look- 
ing to  the  regulation  of  the  railroads  or  the  grain  business,  I  think  it 
is  fair  to  say  that  those  two  businesses  always  protest  against  it, 
always  see  ruin  coming,  always  scare  and  prejudice  them  for  fear 
we  are  taking  steps  that  may  bring  about  their  destruction,  but  the 
enactment  of  various  laws,  as  far  as  I  am  able  to  observe,  has  not 
resulted  in  ruin,  and  I  think  they  are  sometimes  admitted  to  be  very 
beneficial  after  a  while.  Now,  when  you  are  conscientiousl}^  trving 
to  do  what  is  right,  you  are  shocked,  lots  of  times,  that  men  with  long 
experience  in  certain  lines  of  business  tell  you,  ''  Why,  this  is  gomg 
to  ruin  a  lot  of  business  men  and  is  not  going  to  accomplish  for  any- 
body any  benefit,"  and  I  can  not  help  but  look  at  the  testimony 
given  in  opposition  to  this  bill  somewhat  in  the  light  of  past  history 
and  wonder  if  these  prophecies  are  going  to  turn  outlike  the  prophecies 
they  have  always  made  against  other  ventures  of  this  kind.  Congress- 
is  trying  to  remedy  what  I  think  is  admitted  to  be  a  bad  condition. 

Mr.  Hargis.  Personally,  I  would  not  be  willing  to  venture  any 
criticism  nor  commendation  of  the  bill,  because,  as  I  stated,  it  would 
be  purely  guesswork  on  my  part  as  to  what  might  have  been  the 
price  level  or  trade  volume  if  the  measure  had  not  been  in  effect. 
What  has  influenced  that  condition  I  do  not  know,  but  we  are  at 
least  operating  under  it,  and  at  least  also  the  fluctuations  during 
this  past  year  have  been  moderate,  possibly  due  to  natural  condi- 
tions. It  is  a  physical  impossibility  for  anybody  to  say  what  might 
have  been. 

I  would  like  to  refer  to  resolutions ,  ^ 

Senator  Harrison.  Before  you  leave  that,  what  do  you  consider 
to  be  violent  fluctuations  ?  r  j  • 

Mr.  Hargis.  It  depends  altogether  on  conditions  that  surround  it. 
During  the  war  period  we  had  very  rapid  and  violent  fluctuations 
when  the  large  orders  came  in  to  a  congested  market. 

Senator  Harrison.  What  do  you  call  a  violent  fluctuation  ?    How 

many  points  ? 

Mr.  Hargis.  You  mean  in  one  day? 

Senator  Harrison.  Yes? 

Mr.  Hargis.  I  would  say  that  a  price  change  of  2  to  3  cents  in  one 
day  is  a  violent  fluctuation — quite  violent  now.  But  the  market  will 
run  along  now  with  price  changes  of  not  more  than  one-half  to  three- 
quarters  of  a  cent,  and  rarely  more  than  a  cent  during  a  day  (that  is^ 
from  low  to  high),  with  an  average  only  fractionally  away  from  the 
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Erice  of  the  day  before.     You  can  see  in  the  long  period  in  which  we 
ave  traded  in  May  wheat  there  was  only  an  extreme  fluctuation  of 
lOJ  cents.     There  could  not  have  been  anything  violent  in  that. 

The  Millers'  Club  of  Kansas  City  asked  me  to  read  into  the  record 
on  their  behalf  the  following  communication,  which  is  addressed  to 
me: 

The  Kansas  City  Millers'  Club, 

Kansas  City,  Mo.,  February  2,  1924. 
Mr.  B.  L.  Hargis, 
Kansas  City,  Mo. 

Dear  Mr.  Hargis:  In  your  appearance  before  the  Senate  Committee  on 
Agriculture,  will  you  be  good  enough  to  see  that  the  following  resolution  express- 
ing the  opposition  of  this  organization  to  the  McNary-Haugen  bill  is  made  a 
part  of  the  record. 

Resolved,  That  the  members  of  the  Kansas  City  Millers'  Club,  representing 
flour  mills  capable  of  grinding  about  350,000  bushels  of  wheat  per  day,  with  a 
capital  investment  of  more  than  $35,000,000,  are  all  opposed  to  Senate  bill  No. 
2012,  by  Senator  McNary,  for  the  following  reasons: 

It  proposes  class  legislation  for  the  benefit  of  some  of  the  people  at  the  expense 
of  all  others. 

It  would  make  the  United  States  Government  a  formidable  competitor  of  all 
commercial  agricultural  exporting  firms. 

Its  administration  would  be  so  complicated  and  difficult  as  to  be  practically 
impossible,  and  chaotic  conditions  in  the  marketing  of  agricultural  products 
would  certainly  result. 

It  would  make  the  Government  paternalistic  to  a  high  degree  and  amount  to 
Government  interference  with  private  business  to  an  extent  bejond  all  reason 
in  time  of  peace. 

It  would  certainly  be  very  harmful  to  the  producers  of  agricultural  products 
instead  of  helpful,  as  intended. 
Very  truly  yours, 

B.  S.  Sterling,  Secretary. 
Approved. 

H.  G.  Randall,  President. 

Mr.  Hargis.  The  Southwestern  Millers'  League  comprises  the  mills 
located  in  the  western  half  of  Missouri,  in  Texas,  Oklahoma,  Kansas, 
and  Colorado.  On  account  of  their  board  being  very  widely  sepa- 
rated by  distance,  it  was  impossible  for  them  to  get  together  for  any 
conference  until  after  I  had  left  Kansas  City,  but  after  my  arrival 
here  I  received  the  following  wire,  stating  that  they  were  unable  to 
reach  Mr.  Moses,  who  is  the  president  of  the  Southwestern  Millers' 
League : 

Other  officers  of  the  Southwestern  Millers'  League  heartily  approve  resolution 
adopted  by  the  Kansas  City  Millers'  Club. 

In  order  to  know  just  to  what  extent  I  am  reflecting  to  you  manufacturing 
interests;  that  is,  the  milling  interests,  which  we  all  must  recognize  as  one  of 
the  necessary  instrumentalities  that  is,  probably  above  all  others,  important  to 
the  producer  and  consumer  of  this  country  naturally  as  the  body  of  men  who 
translate  wheat  into  flour,  and  who,  of  course,  give  employment  to  a  large  number 
of  men,  the  league  territory  covers  Nebraska,  Ohlahoma,  Texas,  Colorado, 
Missouri,  and  Kansas.  The  dailv  capacitv  is  250,000  barrels;  approximate 
capital  investment,  $76,000,000. 

C.  V.  Topping,  Secretary. 

That  250,000  barrels  of  flour,  as  translated  into  wheat  on  the  usual 
rough  basis  of  4^  bushels  to  the  barrel,  means  1,125,000  bushels  per  day 
which  these  mills  are  competent  to  grind.  They  feel  that  under  this 
bill  it  would  be  a  physical  impossibility  for  them  in  any  fashion  to 
hedge  the  grain  which  they  buy  against  forward  sales,  or  to  hedge 
forward  sales  in  excess  of  their  stocks  of  grain,  or  to  protect  their 
unsold  flour  stock.     There  is  no  possibiHty  on  earth  of  an  open 
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futures  market  existing  under  this  measure.  I  think  you  gentlemen 
decided  that  a  hedging  market  is  necessary,  that  you  approved  it  in 
passing  the  grain  futures  act,  after  mature  investigation.  When 
anything  comes  along  which  arbitrarily  sets  up  a  mgh  or  low  or 
fixed  figure  which  changes  every  30  days  and  says  this  shall  be  the 
price,  the  price  of  wheat  shall  be  reflected  on  this  basis,  it  eliminates 
every  question  of  personal  judgment,  and  the  only  thing  a  man  could 
do  would  be  to  avoid  investment  and  then  simply  guess  as  to  whether 
the  all-commodities  price  would  be  higher  or  lower,  and  the  ratio 
price  would  reflect  a  higher  or  lower  ngure  to  the  producer  for  the 
next  30  days.  It  would  be  purely  a  matter  of  guesswork,  and  there 
would  be  no  logic  in  it. 

I  have  heard  it  asserted  before  the  committee — not  before  this 
conmiittee,  but  I  believe  in  one  of  the  committees,  possiblv  of  the 
House — I  heard  some  member  ask  the  question  if  it  would  not  be 
possible  for  a  smart  man  to  discern  the  trend  of  prices  by  his  general 
Knowledge  of  all  commodities.  I  think  that  would  put  an  unusual 
burden  against  the  intellect  of  any  man.  It  is  hard  enough  for  him 
to  discern  successfully  what  the  up  or  down  value  of  one  cereal 
might  be,  and  when  you  add  to  that  the  difficulty  of  keeping  in  line 
witn  the  trend  of  404  others  which,  as  I  understand  it,  is  the  num- 
ber on  which  the  all-commodities  price  is  based,  it  would  put  him 
under  a  burden  that  he  could  never  solve. 

The  Chairman.  You  think  it  would  be  difficult  to  work  out  what 
the  price  would  be? 

Mr.  Harqis.  I  can  not  conceive  of  any  man,  Mr.  Chairman,  being 
able  to  tell  the  trend  of  prices  on  404  commodities  for  30  days. 

The  Chairman.  But  at  least  everybody  would  know  what  the 
commodities  were.  The  Agricultural  Department  or  this  commis- 
sion would  have  no  advantage  over  anyboay  else,  would  they  ? 

Mr.  Hargis.  No. 

The  Chairman.  Everybody  would  know  how  they  found  the  price. 

Mr.  Hargis.  Thev  find  it  15  days  after  it  happens,  under  this  bill. 

The  Chairman.  Yes,  but  it  is  a  mathematical  proposition.  i\jiy- 
body  else  could  figure  it  out. 

Mr.  Hargis.  I  presume  they  could  if  they  had  the  statistics  that 
the  department  has,  and  the  agencies  that  the  department  has  for 
securing  information ;  but  I  assume  that  the  department  here  has  more 
statistical  information  than  &ny  coterie  of  citizens  in  the  United 
States.  But  the  point  I  am  making  is  that  you  can  not  have  a  future 
trading  market  if  you  eliminate  human  judgment  as  to  what  the  price 
fluctuation  would  be. 

The  Chairman.  The  point  I  want  to  bring  to  your  attention — and 
I  am  doing  this  for  the  purpose  of  getting  all  the  light  there  is,  and  if 
it  is  critical  it  is  certainly  meant  to  be  in  a  constructive  sense — that 
if  you  or  I  wanted  to  figure  out  the  ratio  price  we  would  have  access 
to  the  figures.  The  Department  of  Agriculture  will  not  conceal 
these  figures. 

Mr.  Hargis.  Oh,  no. 

The  Chairman.  They  are  published,  and  we  all  have  opportunity 
to  know  from  day  to  day  all  that  they  know,  if  we  want  to. 

Mr.  Hargis.  On,  yes. 

The  Chairman.  There  would  not  be  anything  covered  up. 
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Mr.  Hargis.  Oh,  no.  I  did  not  mean  to  conve^^  anything  of  that 
sort.  But  it  takes  the  Department  of  Agriculture  from  the  1st  to 
the  15th  of  the  month  to  get  these  figures  together  in  such  shape 
that  it  can  tell  you  what  the  price  was  last  month.  They  are  given 
until  the  15th  of  the  month  under  this  bill  to  name  the  pnce.  There 
are  30  days  when  no  miller  and  no  merchant  would  know  what  the 
next  all-commodities  price  would  be. 

The  Chairman.  In  the  meantime  this  corporation  probably  has 
been  buying  on  the  market.     How  would  they  know  what  to  buy? 

Mr.  Hargis.  You  mean  this  export  corporation? 

The  Chairman.  Yes. 

Mr.  Hargis.  They  don't  make  any  purchases  under  the  bill  unless 
the  basic  agricultural  commodity  drops  to  10  per  cent  below  the  ratio 
price. 

The  Chairman.  Yes;  I  understand,  but  they  have  to  know  that 
when  they  buy,  in  order  to  know  when  to  buy  and  what  to  buy,  and 
they  must  know  what  the  price  is. 

Mr.  Hargis.  Why,  certamlv  they  know  what  the  price  is. 

The  Chairman.  Why  could  not  everybody  else  know? 

Mr.  Hargis.  I  don't  imagine  that  any  man  would  be  hazarding  his 
money  against  what  might  be  established  15  days  after  a  trade  was 
consummated  as  the  proper  ratio  price  in  the  reflected  price. 

The  Chairman.  Do  you  mean  to  tell  us  that  under  this  bill,  for 
instance,  if  you  bought  wheat  on  the  2d  day  of  February  you  would 
not  know  what  you  would  have  to  pay  for  it  until  the  15th  of  Feb- 
ruary ? 

Mr.  Hargis.  That  is  the  way  I  read  the  bill.  What  you  could 
sell  it  for  in  the  next  price  period. 

The  Chairman.  Then,  there  would  not  be  any  such  thing  as  buying 
the  wheat  and  knowing  what  the  price  was  ? 

Mr.  Hargis.  Not  absolutely.  Am  I  not  correct  in  that,  Senator 
McNary  ?     Is  it  not  the  15th  of  the  month  that  they  publish  the  price  ? 

Senator  McNary.  No;  I  don't  think  you  are  correct. 

The  Chairman.  I  don't  think  you  are. 

Senator  (iooding.  My  understanding  is  that  that  price  is  made 
about  30  days  in  advance,  from  one  month  to  the  other,  so  that  he  is 
perfectly  protected  in  what  he  does  buy,  and  he  has  the  fluctuations 
to  meet  at  the  present  time.  This  would  stabilize  the  price  each 
month. 

Mr.  Hargis.  Senator,  if  you  will  permit  me,  before  you  came  in  I 
stated  to  the  other  gentlemen  of  the  committee  that  the  total  fluctua- 
tion on  May  wheat  in  Chicago  from  first  to  last,  present  May  future 
<ielivery  has  been  an  extreme  of  only  10 J  cents. 

Senator  Gooding.  Yes;  I  know  it  has  been  very  little  in  the  last 
six  months.  I  have  been  watching  it  with  a  great  deal  of  interest. 
I  have  wondered  why  it  worked  so  nicely  this  year. 

Mr.  Hargis.  In  aadition  to  the  very  slight  fluctuation  there,  I 
would  like  to  call  your  attention  to  the  fact  that  under  the  Depart- 
ment of  Agriculture's  figures,  the  first  figures  they  quote  would  have 
shown  a  month  to  month  fluctuation  of  over  10  cents. 

Senator  Gooding.  Yes.  I  am  not  going  to  ask  you  to  repeat  any- 
thing that  you  have  said.  There  is  so  much  to  do  here  that  I  don^t 
want  to  take  up  the  time. 
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Senator  McNary.  Your  whole  opposition  from  the  millers'  stand- 
point is  based  on  the  theory  that  it  would  destroy  the  futures  trading 
market  ? 

Mr.  Hargis.  From  the  millers'  standpoint? 

Senator  McNary.  Yes. 

Mr.  Hargis.  Here  is  the  point,  Senator  McNary,  as  Mr.  Loring 
testified  the  other  day.  The  millers'  flour  sales  go  sporadically  in 
waves.  At  least  the  trade  does.  They  have  to  accumulate  large 
quantities  of  wheat.  They  make  large  sales  in  one  day.  Those  sales 
can  not  possibly  be  covered  in  the  actual  wheat  at  the  time  they  make 
them.  They  have  no  possible  way  of  doing  that,  but  they  can  go 
on  and  have  their  plan  of  milling  laid  out  three  or  four  months  m 
advance,  laying  in  a  surplus  for  their  future  business  by  the  hedging 
process. 

Senator  McNary.  And  that  feature  is  involved  in  the  futures  trad- 
ing market  ? 

Mr.  Hargis.  It  is  involved  in  the  futures  trading  market. 

Senator  McNary.  And  that  is  the  sole  opposition  from  the  millers' 
standpoint  to  this  bill  ?     Is  that  right  ? 

Mr.  Hargis.  You  understand,  I  am  merely  a  carrier  for  the  millers, 
because  I  am  not  a  miller  myself;  but  that  is  their  present  objection, 
and  they  feel  that  once  the  Government  has  undertaken  this  work 
there  is  no  way  on  earth  they  can  acquire  these  stocks  to  make  their 
sales,  because  of  the  great  risk  involved,  without  exacting  larger 
profit  than  is  now  necessary. 

Senator  McNary.  You  cion't  pretend  to  convey  the  idea  that  there 
is  anything  in  the  bill  which  would  prohibit  a  man  going  into  the 
option  market  at  any  time  and  acquiring  all  the  futures  he  wants  in 
flour  ? 

Mr.  Hargis.  That  is  quite  true,  but  there  would  be  no  futures. 

Senator  McNary.  You  might  not  be  in  the  same  favorable  position 
you  are  in  now  by  reason  of  trading  in  futures,  but  you  say  that  is 
their  only  objection? 

Mr.  Hargis.  Yes.  That  is  what  they  want  to  be  assured  of,  abso- 
lutely, against  loss  on  their  stock.  You  can  see  that  to  a  miller  or 
to  a  gram  merchant,  for  that  matter,  a  fluctuation  of  1  cent  per 
bushel  is  a  very  vital  factor  in  his  sales  price,  considering  the  huge 
amount  that  he  carries.  To  these  millers  that  daily  grind  or  have  a 
daily  grinding  capacity  of  1,125,000  bushels,  you  can  see  what  it 
would  do  to  them.  There  are  no  prices  calculated  that  show  as  little 
as  that  (1  cent)  except  for  one  three-month  period — no  reflected 
price.  If  the  price  changes,  we  will  say,  3  cents  or  2  cents  from  one 
month  to  the  next  months  the  reflected  price  under  the  ratio  figure, 
then  all  the  profit  is  gone  and  a  loss  is  incurred. 

Senator  McNary.  I  imderstand  the  millers'  viewpoint  entirely. 
We  had  that  in  the  hearings  on  the  Capper-Tin cher  bill.  The  farmer 
himself  takes  a  chance,  does  he  not,  on  a  fluctuating  market  ? 

Mr.  Hargis.  Yes;  he  takes  his  chance  on  a  fluctuating  market. 

Senator  McNary.  You  think  if  you  had  to  assume  the  same  risk 
that  the  wheat  growers  assume  by  reason  of  fluctuation  you  millers 
would  all  go  out  of  business  ? 

Mr.  Hargis.  I  am  not  a  miller;  I  am  a  wheat  grower  myself. 

Senator  McNary.  I  would  like  to  have  your  comment  on  that. 

Mr.  Hargis.  What  was  your  question  ? 
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Senator  McNary.  Read  it. 
The  Reporter  (reading) : 

You  think  if  you  had  to  assume  the  same  risk  that  the  wheat  growers  assume 
by  reason  of  fluctuation  you  millers  would  all  go  out  of  business? 

Mr.  Hargis.  Why,  undoubtedly  the  millers  would  go  out  of  busi- 
ness if  they  had  to  assume  the  same  risk  that  each  individual  wheat 
grower  does.  You  must  understand  that,  compared  with  the  wheat 
growers,  the  millers  are  few  in  number  and  have  very  large  capital 
mvestment  in  the  milling  business. 

Senator  McNary.  Do  you  think  there  would  still  be  sufficient  m- 
•ducement  to  invite  capital  so  that  we  would  still  have  wheat  ground 

into  flour  ?  i       i      •         ^ 

Mr.  Hargis.  Do  you  mean  invited  into  the  milling  busmess  ? 

Senator  McNary.  Yes. 

Mr.  Hargis.  No;  I  don't  believe  it  would  respond. 

Senator  Harrison.  What  percentage  of  the  millers  now  engage  in 

hedging? 

Mr.  Hargis.  This  would  be  conjectural  on  my  part.  I  have  not 
made  a  survey  of  the  situation,  but  the  millers  are  known  the  world 
over  as  merchants  and  not  as  speculators.  By  that  I  mean  that  they 
hedge  their  forward  sales,  hedge  their  stocks.  They  try  to  keep  in 
balance.  That  is  supposed  to  be  the  general  practice  of  millers,  and 
I  have  no  information  to  the  contrary. 

Senator  Harrison.  You  would  not  venture  a  guess,  then,  as  to 
what  percentage  of  millers  hedge  ? 

Mr.  Hargis.  It  would  be  a  guess,  therefore  I  do  not  like  to  state.  I 
believe  to  a  large  extent,  except  as  I  have  stated. 

Senator  Harrison.  Would  you  venture  to  state  that  producers 

hedge  ? 

Mr.  Hargis.  In  the  Northwest  I  understand  it  is  quite  general. 
In  the  Southwest  it  is  not  so  general. 

Senator  Harrison.  A  larger  percentage  of  millers  hedge  ? 

Mr.  Hargis.  Oh,  very  much  greater. 

Senator  McNary.  You  mean  by  producers  that  grain  growers 

hedge  ? 

Mr.  Hargis.  Yes,  sir. 

Senator  McNary.  How  does  that  work  ? 

Mr.  Hargis.  If  a  farmer  has  an  acreage  in  wheat  and  has  prospect 
of  a  good  yield,  if  he  thinks  the  price  has  reached  a  point  as  high  as  it 
will  any  other  part  of  the  year,  he  has  the  same  opportunity  to  sell 
futures  against  it  as  a  grain  operator  or  miller.  Wnen  he  has  har- 
vested his  wheat  supply,  I  have  known  them  to  do  this,  to  feel  that 
wheat  at  harvest  time  is  too  low,  and  might  be  higher  later  in  the 
year,  and  they  then  frequently  sell  their  wheat  in  order  to  avoid 
shrinkage,  interest  charges,  and  will  buy  a  like  amount  in  some  future 
against  it,  holding  that  simply  as  an  investment,  and  it  releases,  of 
course,  a  large  part  of  his  actual  investment  in  his  wheat  stock. 

Senator  McNary.  When  did  the  practice  of  hedging  develop  in  the 
grain  trade  ? 

Mr.  Hargis.  Well,  I  am  unable  to  say,  but  long  ago.  I  have  been 
in  the  grain  business  about  26  or  27  years,  and  it  has  been  in  exist- 
-ence  ever  since  I  have  been  in  the  business. 

Senator  McNary.  For  many  many  years,  covering  many  centuries, 
we  have  had  wheat  ground  into  flour  without  the  system  of  hedging 
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at  all,  or  dealing  in  futures.  That  has  been  developing  for  the  last 
three  decades,  I  would  say.  I  want  to  say  in  my  judgment  you  place 
too  much  emphasis  on  that  fact  that  if  you  can  not  hedge  and  deal  in 
futures,  the  millers  will  go  out  of  business.  I  do  not  think  they  would 
do  that  at  all. 

Mr.  Hargis.  I  don't  say  that  the  millers  would  go  out  of  busi- 
ness. I  said  that  under  this  bill  thev  could  not  make  their  forward 
sales,  thev  could  not  handle  the  volume  of  business  that  they  are 
now  handling;  they  would  remain  in  business  only  by  subtracting 
from  or  exacting  in  the  price  a  certain  additional  profit  necessary  to 
insure  them  against  the  risk.  Now,  while  we  have  no  figures  on 
which  to  base  it,  I  do  not  believe  that  it  can  be  proved  thkt  the  miller 
of  the  early  day  did  not  exact  a  sufficient  amount  to  protect  himself 
against  any  market  variations,  and  we  know  that  50,  60,  or  70  years 
ago  the  mill  was  at  the  crossroads  or  on  the  stream,  and  it  was  a 
water  mill,  and  there  were  little  mills  around  the  country.  You 
then  did  not  have  your  transportation  developed  to  a  point  where 
the  stocks  of  grain  were  assemoled  at  terminal  points  for  the  protec- 
tion of  the  quality  and  to  be  easily  accessible  to  big  mills.  The  growth 
of  the  grain  industry,  storage,  and  milling,  has  been  a  perfectly 
enormous  one,  for  either  one  of  two  reasons,  market  for  grain  on 
account  of  transportation,  its  accessibility  to  water,  etc.,  or  on  account 
of  nearness  to  great  grain-producing  fields  and  storage  plants.  We 
all  recognize  the  fact  that  the  producer  finds  it  desirable  to  get  his 
grain  out  of  the  way  of  the  weather,  to  be  ptotected  from  the  weather, 
by  getting  it  in  elevators  at  some  point.  He  has  much  less  likelihood 
of  grain  disease.  It  is  a  protection  to  the  grain.  We  know  there  is 
wastage  when  grain  is  allowed  to  remain  in  the  shock  too  long.  Even 
stacked  grain  deteriorates  far  more  rapidly  than  grain  that  has  been 
properly  binned.  It  would  be  purely  argumentative  to  say  what 
the  profit  would  have  been  50  or  60  years  ago,  because  I  was  not 
here,  and  the  mills  were  much  smaller  then,  and  they  were  a  com- 
munity interest  rather  than  a  national  interest  at  that  time. 

Senator  McNary.  Your  whole  theory  is  that  the  reason  the  millers 
can  not  hedge  is  because  you  destroy  the  grain  exchanges  ? 

Mr.  Hargis.  I  would  not  say  that  the  graiA  exchanges  are  com- 
pletely destroyed.  I  would  say  that  futures  trading  will  automatic- 
ally stop. 

Senator  McNary.  That  is  where  it  is  all  done,  is  it  not  ? 

Mr.  Hargis.  Yes,  sir.     The  organized  trade,  naturally. 

Senator  McNary.  Admitting  for  the  purposes  of  this  question  that 
if  Congress  should  pass  this  bill  it  would  eliminate  trading  in  futures 
on  the  grain  exchange,  could  you  not  cover  your  operations  by  going 
directly  and  buying  from  the  elevator  man  or  the  large  farmers  ? 

Mr.  Hargis.  Where  would  the  elevator  man  get  his? 

Senator  McNary.  He  does  not  have  to  go  to  tne  exchange  to  get  his 
grain.     He  gets  it  from  the  producer. 

Mr.  Hargis.  I  understand  that,  naturally,  but  you  would  have  a 
condition  of  meeting  the  trade  relation  only  one  month  at  a  time 
under  that  bill  when,  as  a  matter  of  fact,  the  crop  movement — grain 
and  flour  in  this  country,  wheat  and  flour  is  almost  200,000,000 
bushels  from  first  to  last  in  the  revolving,  flowing  line. 

Senator  McNary.  I  know  that  is  true  under  present  conditions, 
but  all  those  things  are  dispensed  with  now. 
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Mr.  Hargis.  I  have  not  the  least  disposition  to  question  your  seri- 
ous mindedness,  neither  am  I  here  to  tell  you  or  anv  other  Senator  that 
if  you  honestly  believe  that  futures  trading  should  be  eliminated  for 
the  benefit  of  the  country,  it  is  not  your  duty,  then,  to  act  in  such 
manner  as  you  believe  will  stop  that. 

Senator  McNary.  I  am  not  arguing  that.  I  think  that  sometimes 
too  great  emphasis  is  placed  upon  the  momentary  disturbance  of 
certain  people,  but  I  don't  believe  it  will  destroy  or  tear  down.  It  is 
the  purpose  to  build  up,  for  the  benefit  of  the  whole  people.  That  is 
the  purpose  of  the  bill.  It  seems  to  me  it  is  to  the  interest  of  you  men 
here  to-day  to  have  agriculture  put  upon  a  much  higher  plane  than 
it  is  at  the  present  time. 

Mr.  Hargis.  That  unquestionably  is  true,  and  it  is  particularly  true 
of  everyone  who  lives  immediately  adjacent  to  the  agricultural  area. 
You  take  Kansas  City,  for  instance.  The  entire  prosperity  of  that 
city  as  a  whole  is  dependent  entirely  or  principally,  in  nigh  per  cent 
I  would  say,  on  agriculture.  We  are  not  a  manufacturing  city.  We 
are  dependent  upon  agriculture.    What  is  good  for  them  is  best  for  us. 

The  Chairman.  Mr.  Hargis,  in  your  consideration  of  this  bill  the 
danger  is  the  big  fluctuations  from  month  to  month,  in  your  view  I 

Mt.  Hargis.  Yes,  sir    One  danger. 

The  Chairman.  Assuming  that  that  be  true,  that  that  is  the  danger 
of  the  bill,  and  still  assuming  that  the  bill  as  a  whole  will  accomplish 
some  good,  would  it  not  be  possible  to  amend  that?  If  this  price, 
by  being  fixed  from  month  to  month,  would  bring  about  an  injury, 
how  would  it  be  if  it  was  amended  so  that  it  could  be  fixed  once  every 
season,  let  us  say?  That  would  certainly  stabilize  the  commodity, 
would  it  not  ? 

Mr.  Hargis.  I  think  there  is  no  question  that  if  some  measure  were 
to  be  passed  that  had  the  intent  of  this  one,  with  practically  the  same 
verbiage  as  this,  the  less  frequently  you  change  the  price  the  better 
it  would  be  for  the  country  as  a  whole.  In  other  words,  this  bill  is 
twelve  times  as  bad  as  an  annual  price  fixing. 

The  Chairman.  That  is  what  I  was  coming  to.  Suppose  we 
amended  the  bill  and  directed  this  commission  in  the  same  method 
that  is  now  in  the  bill,  in  order  to  equalize  the  purchasing  power  of 
the  producer's  dollar,  to  make  this  calculation  once  every  year  on  this 
basis,  fixing  it  in  advance,  as  far  as  it  would  be  practicable  to  do  that. 
They  would  know  about  what  the  crop  was  going  to  be,  what  the 
export  part  of  it  was  going  to  be,  and  so  on.  It  would,  of  course,  not 
be  definite.  It  would  be  an  estimate,  but  an  estimate  that  would  be 
fairly  accurate,  I  think.  Then  let  them  fix  it,  say,  on  wheat  for  12 
months  instead  of  one  month.     What  would  be  the  result  then  ? 

Mr.  Hargis.  In  the  first  place  I  am  discussing  now  a  situation  on 
an  enactment  that  I  believe  to  be  unsound. 

The  Chairman.  I  understand  that,  and  I  am  trying  to  lead  you  to 
the  point  to  give  us  some  constuctive  criticism  that  would  help  the 
bill. 

Mr.  Hargis.  Now,  you  premise  your  question,  too,  Senator 
Norris,  on  the  proposition  of  obtaining  the  probable  exportable 
surplus  a  year  in  advance,  which  is  a  physical  impossibility.  Those 
estimates  are  extremely  hazardous.  The  crop  of  the  State  of 
Kansas  alone  suffered  a  variation  this  year  of  approximately  40,000,- 
000  bushels.     In  two  years  the  Canadian  crop  was 

The  Chairman.  Between  what  dates  ?     Can  you  give  us  that  ? 
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Mr.  Hargis.  I  can  not.  The  Department  of  Agriculture  will  have 
the  figures,  and  Mr.  Smith  is  here. 

The  Chairman.  That  was  probably  one  extreme,  when  they 
planted  the  acreage,  or  about  the  time  when  they  were  planting  it. 

Mr.  Hargis.  No;  I  think  not.  Of  course,  there  was  a  large 
abandonment  which  can  never  be  forecast,  but  it  was  later  in  the 
season  that  the  sharp  reduction  was  made. 

Very  recently  the  Canadian  Government  put  out  figures  I  believe 
of  474,000,000  bushels  from  their  wheat  yields  in  their  Provinces,  and 
at  one  time  it  went  out  as  something  around  400,000,000  bushels, 
and  prior  to  that  there  were  at  times  private  estimates  of  500,000,000 
and  over.  There  were  various  esitmates,  varying  100,000,000  bushels 
on  the  Canadian  crop.  If  black  rust  hits  the  Northwest  you  can 
change  the  American  production  100,000,000  bushels  in  three  weeks. 

The  Chairman.  I  understand  that,  and  I  conceded  all  that. 

Senator  McKinley.  Suppose  that  the  1st  of  October  was  the  time 
fixed.     Would  the  production  be  pretty  well  known  then  ? 

Mr.  Hargis.  In  this  country  the  1st  of  October,  of  course,  would 
carry  you  through  your  spring- wheat  yield.  Your  winter  wheat 
seeding  for  the  next  year  would  be  in  progress.  The  American  crop 
would  be  harvested,  there  is  no  question  about  that,  but  it  does  not 
make  much  difference  as  to  when  you  try  to  prophesy  the  future  for 
12  months,  there  are  so  many  conditions  entering  into  it  that  I  do 
not  believe  it  would  be  a  matter  of  accuracy. 

Senator  McKinley.  Well,  but  you  know  on  the  1st  of  October  the 
amount  of  the  wheat  production  in  the  world  north  of  the  Equator. 

Mr.  Hargis.  No;  I  don't  understand  that  you  would  have  anything 
from  Russia  at  that  time. 

The  Chairman.  Well,  but  you  would  at  least  have  an  idea-^ — 

Mr.  Hargis.  You  would  have  a  better  idea.  Senator  Norris,  the 
1st  of  October  as  to  what  this  country  has  grown  than  you  would  the 
1st  of  July,  because  then  you  would  be  seeding  winter  wheat,  but  not 
the  spring  wheat  acreage  the  1st  of  October,  you  would  be  figuring 
on  the  exportable  surplus  for  one  year  from  that  time,  but  you  would 
not  have  the  remotest  idea  of  what  the  spring  wheat  seeded  acreage 
would  be  the  following  spring. 

The  Chairman.  You  would  have  somewhat  of  an  idea,  yes.  You 
could  make  an  estimate  of  it.  It  seems  to  me,  without  some  reason 
shown  to  the  contrary,  that  it  would  be  a  safe  proposition  to  fix  the 
crop  for  one  season  at  a  time,  and  it  would  have  in  it  the  entire  elimi- 
nation, practically,  of  fluctuation  for  every  man,  whether  he  is  dealer, 
grower,  miller,  or  anybody  else.  He  could  make  his  calculations 
accordingly.  Maybe  the  1st  of  October  would  not  be  the  right  time. 
It  might  be  some  other  time.  It  might  be  the  1st  of  September. 
But  why  should  we  decline  to  do  that  because  there  are  some  uncer- 
tainties in  it  ?  After  all,  those  uncertainties,  if  we  fix  it  in  October 
or  September,  pertain  to  the  crops  in  other  countries  than  our  own. 

Mr.  Hargis.  Certainly 

The  Chairman.  Now,  suppose  they  produce  more  and  the  world 
crop  is  larger.    Our  object  here  is  to  regulate  the  price  in  this  country. 

Mr.  Hargis.  I  understand  that. 

The  Chairman.  If  we  did  not  have  that  year  any  exportable  sur- 
plus it  would  not  make  a  particle  of  difference  what  the  world  price 
was. 
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Mr.  Hargis.  No.     That  is  vour  ideal  situation. 

The  Chairman.  If  you  had  an  exportable  surplus,  and  if  it  went 
higher  than  usual,  the  growers  for  whom  this  bill  would  be  enacted 
would  have  to  foot  the  bill  anyway.     It  would  not  be  the  grain 

dealer. 

Mr.  Hargis.  I  know  that,  and  I  am  wondering  if  that  is  good  for 

them. 

The  Chairman.  Maybe  not,  but  that  is  what  they  are  asking,  and 
that  is  what  this  bill  provides.  At  the  present  time  we  are  only 
discussing  the  price-fixing  proposition,  in  order  to  prevent  this 
fluctuation  that  you  say  injures  the  millers. 

Mr.  Hargis.  Yes,  it  injures  the  miller^,  and  I  can  not  see  that  it 
would  particularly  benefit  the  producer;  but  in  addition  to  that  you 
have  a  10  per  cent  leaway  there  before  this  organization  begins  to 
function. 

The  Chairman.  Yes,  but  we  are  assuming  it  has  begun  to  function, 
and  it  has  fixed  the  price,  and  suppose  we  say  they  fix  the  price  at 
f  1.60  a  bushel  for  No.  1  wheat  at  Chicago— and  they  can  figure  out 
the  other  differentials  and  the  freight  proposition ;  it  is  only  a  matter 
of  mathematics — and  that  price  we  are  going  to  maintain  for  10 
months. 

Mr.  Hargis.  Why  not  make  it  12  months  ? 

The  Chairman.  All  right.  I  am  just  assuming  that.  Then  make 
it  12  months  or  6  months  or  9  months,  whatever  you  please,  but 
make  it  long  enough  so  you  are  going  to  eliminate  fluctuation. 
They  will  omy  buy  when  wheat  drops  below  that.  If  wheat  goes 
above  that  they  stay  out  of  the  market  entirely,  but  they  will  go  in 
enough  to  see  that  they  will  maintain  that  wheat  up  to  that  price. 
When  they  get  through  with  the  season's  work  they  will  have  a  lot 
of  wheat  they  have  bought  to  keep  this  market  price  up,  which  they 
have  got  to  sell  abroad,  or  if  the  price  goes  way  up  here  they  may 
sell  it  nere. 

Mr.  Hargis.  Who  is  going  to  buy  that  wheat  ? 

The  Chairman.  Just  let  me  finish.  What  they  lose  if  they  sell 
it  abroad  is  going  to  be  paid  for  by  the  farmers  of  this  country. 

Mr.  Hargis.  I  understand  that. 

The  Chairman.  It  is  charged  back  pro  rata. 

Mr.  Hargis.  Yes.     That  is  your  equalization  fee. 

The  Chairman.  Yes. 

Mr.  Hargis.  Plus  the  operating  cost. 

The  Chairman.  Yes. 

Mr.  Hargis.  Who  is  going  to  buy  this  wheat  between  the  time 
that  it  leaves  the  indicated  ratio  price  and  hits  a  point  10  per  cent 
below,  which  is  the  first  point  at  which  this  corporation  is  to  func- 
tion ? 

The  Chairman.  Now  you  are  getting  away  from  the  point  that 
you  were  discussing,  about  this  fluctuation.  Again  you  come  to  a 
point  in  the  bill  that  may  need  amendment.  We  want  to  be  con- 
structive about  it.  Maybe  we  ought  to  have  no  such  fluctuation. 
Maybe  they  ought  to  commence  immediately.     I  am  not  saying. 

Mr.  Hargis.  Neither  am  I. 

The  Chairman.  It  might  be  a  good  thing  to  amend  that,  but 
what  I  am  trying  to  reach  is  if  we  are  going  to  do  anything  we  would 
like  to  have  the  best  judgment  of  everybod}^  that  is  connected  with 
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this  business  from  the  time  the  wheat  is  grown  until  the  product  is 
eaten,  as  to  any  imperfections  that  are  in  it.  This  is  not  my  bill. 
I  don't  think  this  is  the  best  bill  myself,  but  if  this  should  be  passed, 
I  want  to  help  to  make  it  practical  and  to  criticize  it  constructively. 
That  is  what  I  want  you  to  do. 

Mr.  Hargis.  Well,  that  is  what  I  am  attempting  to  do.  You 
have  a  very  big  proposition.  Everybody  recognizes  that.  The 
man  who  goes  in  nere  to  assist  in  rehabilitating  agriculture  is  prima- 
rily undertaking  a  fine  thing,  but  the  method  to  be  pursued  is  some- 
thing that  I  am  not  clear  on,  except  that  I  do  know  when  you 
encounter  a  different  system  of  economics  than  has  ever  been  in- 
troduced into  a  democratic  form  of  government  you  are  under- 
taking a  great  responsibility. 

The  Chairman.  Yes.  We  all  look  at  that  always  with  suspicion. 
We  are  always  afraid  to  bring  about  a  change,  and  properly  so. 
So  we  ought  to  look  at  it  with  a  critical  eye;  and  if  we  all  agree, 
which  I  think  we  do,  including  yourself,  that  we  have  a  condition 
that  ought  to  be  remedied,  if  it  can  be,  we  ought  to,  of  course,  keep 
our  eye  toward  the  ultimate  object  we  are  trying  to  attain,  and  if 
the  method  is  wrong  here  or  there,  let  us  change  it,  so  as  to  bring  it 
about,  always,  however,  with  this  proposition  in  mind,  that  if  we 
are  undertating  an  impossibility  we  want  to  know  it.  If  there  is 
no  way  to  do  it,  we  might  just  as  well  throw  up  our  hands  and  quit. 
We  are  going  on  the  supposition  that  we  want  to  get  a  remedy  if 
the  condition  can  be  remedied. 

Mr.  Hargis.  Well,  as  I  understand  it,  the  Norbeck  bill  provides 
for  immediate  relief  of  a  good  many  matters. 

The  Chairman.  Well,  now,  the  Norbeck  bill,  I  think  I,  ought  to 
say  to  you,  has  had  no  real  opposition  before  this  committee.  No- 
body, however,  offers  that  as  a  permanent  solution. 

Mr.  Hargis.  That  will  not  raise  the  purchasing  power  of  the 
agricultural  dollar. 

The  Chairman.  That  is  only  to  meet  a  condition  that,  compared 
with  the  whole  country,  is  more  or  less  local,  and  I  don't  think  those 
who  are  behind  it  expect  that  that  will  remedy  the  farmer's  situation 
as  a  permanentproposition. 

Mr.  Hargis.  Tne  thing  that  puzzles  me,  the  thing  that  I  feel  is  wrong 
about  this  thing,  is  that  it  arbitrarily  sets  up  an  organization  which 
is  supposed  to  be  in  the  care  of  some  five  or  six  men,  a  siiperior  organ- 
ization to  any  ever  existing  as  to  judgment  and  fact  finding.  The 
bill  says  that  they  may  sell  grain  when  it  reaches  the  ratio  price. 
It  does  not  say  they  shall.  It  says  when  it  drops  10  per  cent  below 
the  ratio  price 

The  Chairman.  I  think  it  is  fair  to  assume  that  if  it  is  advisable 
to  have  this  bill  at  all  we  ought  to  give  them  the  same  authority  you 
have.  If  we  are  going  to  set  up  some  agency  here  to  deal  in  grain 
it  must  necessarily  have  very  wide  authority,  and  they  must  have  a 
right  to  use  their  discretion,  and  we  have  got  to  depend  on  that  dis- 
cretion for  the  results,  and  we  do  not  want  to  encircle  them  about 
by  legal  restrictions  so  that  they  will  be  handicapped  when  they 
come  in  competition,  if  they  do,  with  the  private  dealer.  We  want 
them  to  have  just  as  wide  a  latitude  as  anybody  could  have. 

Mr.  Hargis.  If  a  bill  is  to  be  enacted  attempting  to  perform  the 
service  that  this  bill  is  constructed  to  perform,  it  must  of  necessity 
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go  far  beyond  the  measure  contemplated  and  create  a  condition 
identically  similar  to  the  war  measure  of  the  Food  Administration 
Grain  Corporation.  There  is  not  any  question  about  that.  There 
is  not  any  other  way  that  can  be  handled.  Then  the  way  your 
miller  would  fimction  would  be  as  he  did  during  the  war.  Your 
warehouseman  would  function  as  he  did  during  the  war.  The  other 
instrumentalities  in  the  grain  business  would  cease  to  exist.  The 
iniller,  under  that  condition,  would,  from  calculations  at  that  time, 
manufacture  flour  on  a  certain  basis,  no  doubt  being  limited  to  a 
certain  percentage  of  return;  the  warehouseman,  either  at  the  country 
point  or  at  the  terminal  point,  would  get  a  certain  return  for  his 
space;  and  the  licensing  system  of  country  dealers  would  have  to  be 
invoked  to  prevent  any  abuse  in  the  use  of  this  scrip,  and  you  would 
have  complete  Government  introduction  and  operation  of  the  basic 
agricultural  commodities  of  the  country.  If  that  is  a  sound  propo- 
sition in  time  of  peace,  this  bill  is  sound. 

If  that  is  not  a  sound  proposition  in  time  of  peace,  this  bill  is 
unsound.  But  I  am  as  certain  as  I  sit  here  that  with  the  introduc- 
tion of  that  bill  there  is  no  other  leeway  for  the  United  States  Govern- 
ment than  to  take  over,  just  as  they  did  in  the  war,  the  operation 
of  this  business,  and  that  there  is  no  other  conceivable  possiole  plan. 
In  the  administration  of  it  they  could  designate  certain  existing 
agencies  as  their  agents,  and  it  would  entail  the  endless  checking 
and  rechecking  and  the  wide  extension  of  authority,  and  it  would 
never  be  made  to  work  without  a  Hcensing  system. 

The  Chairman.  Assuming  that  is  all  true,  now;  if  the  Govern- 
ment would  have  to  go  into  it  to  the  complete  extent,  which  would 
be  a  thing  very  much  to  be  avoided,  if  it  were  possible,  yet  the  private 
operation  of  these  things  has  brought  about  the  practical  ruin  of 
the  farmer,  and  if  we  can  not  save  him  in  any  otner  way  than  to 
put  the  Government  in,  even  though  we  want  to  keep  the  Govern- 
ment out,  had  we  not  better  put  them  in,  if  we  are  confronted  with 
that  proposition  ? 

Mr.  Hargis.  That  is  a  matter  of  national  policy. 

The  Chairman.  I  know  it  is. 

Mr.  Hargis.  And  that,  of  course,  would  rest  with  you  men,  and 
not  with  me. 

Reading  from  the  special  report  of  the  Secretary  of  Agriculture  to 
the  President,  he  says,  on  page  51  (and  this  was  issued  m  December 
of  last  year) : 

When  general  deflation  of  prices  began  in  the  summer  of  1920,  wheat  prices 
broke  sharply,  and  have  continued  to  decline  into  the  present  season.  As  a 
result,  substantial  reductions  have  taken  place  in  both  acreage  and  production 
of  wheat.  Nevertheless,  the  crop  for  1923  is  781,000,000  bushels,  or  13  per 
cent  greater  than  the  average  before  the  war,  and  the  acreage  is  about  24  per 
cent  larger. 

This  is  the  last  harvest. 

The  corn  acreage,  which  was  replaced  by  wheat,  has  now  recovered  most  of 
its  loss,  but  is  still  slightly  under  the  pre-war  average.  While  there  has  been 
some  reduction  in  cultivated  crops,  the  total  crop  area  of  the  country  is  still 
between  30,000,000  and  40,000,000  acres  larger  than  before  the  war. 

There  is  your  trouble.     When  you  get  too  many  apartments  in 
the  city,  rents  go  down. 
The  Chairman.  I  don't  know  about  that. 
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Mr.  Hargis.  Well,  they  either  go  down  or  remain  vacant. 

The  Chairman.  Well,  I  don't  know  about  that,  either,  from  what 
goes  on  here.  When  a  new  apartment  house  is  put  up  they  have 
got  to  raise  rents  everywhere,  because  that  fellow  has  got  to  make 
something  on  his  investment. 

Mr.  Hargis.  Well,  I  don't  know  about  that.  We  have  reached 
the  peak  of  building  at  home,  and  there  are  vacancies  there.  Apart- 
ments can  be  ha^d  more  cheaply.  But  the  main  point  is  this,  to 
get  away  from  the  landlord,  that  when  you  get  an  existing  surplus 
of  any  commodity,  naturally  you  have  a  resultant  decline  in  price. 

The  ideal  condition  in  this  country,  as  I  see  it,  is  under  some  plan, 
for  wheat  acreage  to  come  down  to  a  basis  where  we  raise  enough 
for  the  United  States  and  no  more,  then  your  price  will  go  up  to  a 

proper  level. 

The  Chairman.  Now,  I  want  to  ask  you  as  an  expert  gram  man — 
you  know  more  about  it  than  I  do — some  questions  about  that  surplus. 
1  have  been  reading  about  this  thing,  and  I  read  last  night  a  book 
in  which  the  author  claims  that  the  surplus  of  wheat  was  a  myth; 
that  while  there  was  an  apparent  surplus  this  year,  there  would  be  a 
shortage  another  year;  that  year  in  and  year  out,  taking  a  series  of 
vears  with  another  series  of  years,  we  have  consumed  all  the  wheat 
that  has  been  produced.     Now,  take  it  over  a  term  of  years,  is  not 

that  true  ? 

Mr.  Hargis.  There  are  specific  figures,  if  you  care  to  get  them, 
from  the  Secretary  of  Agriculture,  who  is  better  able  to  compile 
figures  than  I  am.  The  total  world  crop,  outside  of  Russia,  is  esti- 
mated at  3,400,000,000,  which  exceeds  the  production  of  last  year  by 
300,000,000  bushels  and  the  pre-war  average  by  500,000,000  bushels, 
excluding  Russia.     That  is  the  Secretary's  statement. 

The  Chairman.  That  does  not  reach  the  point  I  am  trying  to  in- 
quire about.  .       ,       X  1     >    i_  T 

Mr.  Hargis.  I  could  not  answer  that  question,  but  I  don  t  beheve 

it  is  correct. 

The  Chairman.  Is  not  this  true,  that  if  the  world  always  produces 
a  surplus  of  wheat,  we  would  have,  during  the  hundred  years  that 
have  passed,  enough  on  hand  to  last  the  world  for  two  or  three 

years? 

Mr.  Hargis.  Wheat  does  not  last  very  long,  especially  when  there 
is  an  overproduction  throughout  the  world.  You  take  into  account 
this  country,  even  with  its  storage  facilities,  and  the  wastage  is  very 
great,  naturally. 

The  Chairman.  What  has  become  of  this  surplus  that  the  world 

has  been  growing  from  year  to  year  ? 

Mr.  Hargis.  There  must  not  have  been  an  extreme  surplus,  because 
we  know  of  the  huge  shortages  during  the  war. 

The  Chairman.  Exactly.  What  we  have  as  a  surplus  one  year  is 
eaten  up  the  next  year,  or  within  two  or  three  years.     It  equalizes 

itself.  , 

Mr.  Hargis.  There  is  always  a  carry-over  from  crop  to  crop,  and 
when  you  take  the  world,  I  presume  they  never  have  gotten  an  or- 
ganization together  which  could  accurately  figure  the  world  produc- 
tion or  world  consumption. 

The  Chairman.  Don't  you  know,  in  a  general  way,  now,  taking 
the  last  hundred  years,  that  if  there  had  been  a  surplus  every  year 
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we  would  have  biUions  of  bushels  of  wheat  this  year  unless  it  has 

been  destroyed  ?  ,  i         ■  i. 

Senator  McKinley.  Might  not  this  be  the  explanation,  that 
when  there  has  been  a  surplus  of  wheat  it  has  been  used  in  the  place 

of  roughage  ?  ,       .    i       ,  j  ^ 

The  Chairman.  All  right.     No  matter  what  it  has  been  used  for, 

it  has  been  used. 

Senator  McKinley.  They  can't  afford  to  use  that  way. 

The  Chairman.  That  is  leading  up  to  a  question  I  want  to  ask. 

Mr.  Hargis.  I  would  not  want  to  tell  you  where  the  world  wheat 
supply  disappears  invisibly.  There  is  always  an  invisible  disappear- 
ance of  every  crop.  i    v       •      u 

The  Chairman.  Well,  then,  it  has  disappeared,  and  that  is  the 

explanation, 

Mr.  Hargis.  Your  statement  indicates  that  there  was  grown  every 
year  a  surplus  considerably  above  requirements. 

The  Chairman.  Exactly,  but  there  must  have  been  some  other 
year,  or  will  be  some  other  year  when  there  will  be  a  shortage  greater 
than  the  over-production  last  year. 

Mr.  Hargis.  I  would  be  glad  to  see  it  come  along. 

The  Chairman.  Well,  has  it  not  been  that  way  through  history  ? 

Mr.  Hargis.  There  have  been  times  when  the  wheat  prices  the 
world  over  have  been  high,  of  course.  That  is,  high  as  a  relative 
figure,  high  with  relation  to  the  prevailing  figures  of  some  years.  I 
would  not  attempt  to  go  back  with  you  in  statistics  of  the  world's 
annual  production  year  by  year,  because  you  know  them,  or  they  are 
available  to  you  from  the  Department  of  Agriculture. 

The  Chairman.  Yes.  I  have  not  looked  them  up,  but  just  in  a 
general  way  we  all  know  this,  that  this  surplus  of  wheat,  confining 
our  question  to  wheat,  was  used  up  in  a  series  of  years.  Say  in 
series  of  ten  years  (I  think  less  than  that,  but  we  will  take  that  to  be 
safe)  the  world  needs  all  the  wheat  it  produces. 

Senator  McKinley.  It  has  not  been  consumed  as  food  but  has 
been  used  in  some  other  way. 

The  Chairman.  No  matter  how  they  use  it,  the  surplus  disappears. 

Senator  McKinley.  If  you  have  cakes  for  breakfast  and  there  is 
no  sirup  there,  you  use  sugar. 

The  Chairman.  Yes.  It  does  not  make  any  difference  how  you 
use  it.     You  might  feed  it.     It  is  used  up,  though. 

The  purpose  of  bringing  this  up  is  to  ask  you  the  question,  could 
we  solve  this  problem  by  providing,  either  by  the  Government  or 
some  Government  assisted  corporation,  whenever  we  have  a  surplus, 
to  buy  it  and  store  it,  knowing  through  all  history  that  there  is  a 
demand  for  it,  and  thus  stabilize  the  price,  and  when  there  is  a  short- 
age sell  it?     Wheat,  if  you  keep  it  dry,  will  keep  forever,  will  it  not  ? 

Mr.  Harris.  I  can  not  say  how  long  it  will  keep. 

The  Chairman.  I  think  we  got  some  wheat  out  of  the  pyramids 
of  Egypt  that  was  planted  and  grew. 

Mr.  Hargis.  Is  that  so?  A  stock  of  wheat  or  stock  of  anything 
else  in  oversupply  will  ultimately  perish,  no  matter  where  it  is  kept. 
The  Chairman.  Somewhere  this  wheat  will  have  to  be  kept. 
Somewhere  it  always  has  been  kept.  I  know  it  has  not  been  thro\^Ti 
away.  There  is  elevator  capacity  to  keep  any  surplus  that  has  ever 
been  produced  in  the  past.     The  elevator  cruacity  is  sufiicient  to 
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keep  the  oversupplj  that  we  have  this  year.  It  seems  to  me  that  we 
would  not  have  to  increase  that.  We  have  the  capacity  already,  and 
if  we  just  go  on  this  theory,  that  if  we  have  too  much  this  year  we 
are  going  to  have  less  next  year,  and  we  will  keep  it  until  next  year 
and  sell  it,  that  would  stabilize  the  price  of  wheat  from  one  year  to 
another,  which,  it  seems  to  me,  being  one  of  the  principal  products 
of  the  world,  would  be  an  awfully  good  thing,  both  for  the  producer 
and  the  consumer  and  the  dealer  as  well. 

Mr.  Hargis.  If  you  believe,  Mr.  Chairman,  that  we  get  a  scarcity 
the  world  over  at  certain  intervals,  the  period  of  scarcity  ought  to 
be  mighty  nearly  at  hand,  because  we  have  certainly  had  over- 
production for  several  years  now.    We  had  the  war  stimulation. 

The  Chairman.  We  brought  that  about  artificially;  yes. 

^fr.  Hargis.  By  propaganda  and  asking  men  to  produce  and 
produce. 

The  Chairman.  They  did  it  from  patriotic  motives. 

1^.  Hargis.  Surely,  but  that  acreage  that  was  for  patriotic  motives 
placed  in  wheat,  never  has  been  returned  to  the  grain  to  which  it 
was  originally  seeded,  and  a  great  many  acres  have  been  reopened 
in  Canada.  They  have  the  same  thing  to-day  that  occurred  after 
our  Civil  War.  The  Canadian  Government  has  put  the  veterans  of 
the  war  in  possession  of  farm  lands  at  a  very  low  price,  hence  they 
are  opening  up  virgin  soil  and  producing  wheat  of  a  fine  quality, 
which  is  gradually  approaching  the  American  trade  volume.  We 
have  not  Russia  rehabilitated.  She  has  not  come  back  with  her  food 
supply.  Mr.  Wallace  stated — and  this  is  a  very  interesting  statement 
of  his,  particularly  in  view  of  the  efforts  which  are  being  made  to 
rehabilitate  agriculture: 

The  wheat  industry  of  the  United  States  is  in  a  period  of  serious  depression. 

Then,  a  little  further  on,  omitting  a  sentence  which  is  not  important : 

This  condition  of  things  has  resulted  from  the  decline  in  wheat  prices,  the 
relatively  high  level  maintained  in  the  prices  of  other  commodities  and  services, 
and  also  from  the  maladjustments  which  exist  in  the  wheat  industry  itself. 

Then  he  goes  on  and  gives  that  report  as  to  world  production  which 
I  just  read  you. 
He  says  over  here: 

The  financial  distress  which  has  come  as  the  result  of  these  various  causes  is 
considerably  aggravated  by  inefficient  farm  management. 

Of  course  he  concedes  that  to  be  merely  incidental. 
The  Chairman.  If  there  had  not  been  any  inefficiency  they  would 
have  grown  more  wheat. 
Mr.  Hargis  (reading) : 

The  financial  difficulties  of  many,  in  short,  would  be  reduced  if  their  farm 
business  were  operated  along  more  efficient  lines. 

You  understand  I  am  merely  showing  various  things  in  here  that 
he  mentions. 

It  is  important  to  bear  in  mind  that  the  solution  of  present  agricultural  diffi- 
culties depends  quite  as  much  upon  the  efforts  of  farmers  themselves  as  upon 
any  Government  action. 

The  natural  result  of  this  bill  which  has  been  brought  before  you 
is  that  you  are  likely  to  get  an  advance  in  acreage,  and  it  seems  that 
any  advance  in  wheat  prices,  in  consequence,  will  decrease  consump- 
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tion.  The  Secretary  says  that  a  reduction  in  the  price  to  a  certain 
amount  by  narrowing  the  margin  between  wheat  flour  and  bread 
would  no  doubt  increase  the  consumption,  and  a  return  by  our 
public  eating  houses  and  dining  cars  to  their  pre-war  custom  of  serv- 
ing bread  free  with  orders  womd  contribute  to  the  same  thing. 

The  country  has  never  completely  returned  to  a  normal  wheat 
bread  eating  basis  since  the  war.  We  got  in  the  habit  then  of  eating 
less  wheat  oread  of  our  own  flour  Varieties,  and  people  never  have 
gotten  back  to  it.     He  says  here : 

Prices  paid  at  terminal  markets  reflect  quite  accurately  the  variations  in 
quality  of  wheat.     Prices  paid  at  country  points  frequently  do  not. 

This  bill  must  go  a  great  deal  further  than  it  does  if  we  are  going  to 
have  one. 

I  am  sure  I  reflect  the  thought  of  the  men  with  whom  I  come  in 
contact,  and  a  great  many  of  them  are  producers  of  grain.  In  the 
Southwest  I  should  say  that  the  agriculturist  desires  first  to  have  a 
condition  confront  him  where  he  will  not  be  bothered  every  six  months 
with  the  renewal  of  notes.  He  asks  an  opportunity  to  meet  his 
obligations  at  some  time  in  the  future,  and  to  be  permitted  to  go 
along  and  work  out  his  own  salvation.  He  is  that  type  of  man. 
The  American  farmer  is,  in  my  mind  the  most  independent  thinker 
and  the  most  independent  man  in  the  country.  He  is  an  individualist 
purely  and  simply.  You  can  not  make  a  communist  out  of  him. 
relople  may  attempt  it,  but  he  is  not  that  type.  He  is  a  man  who 
thinks  for  himself,  and  you  will  find  as  many  different  opinions  as 
you  go  over  the  States  as  you  find  farmers.  Now,  whenever  you  take 
that  away  from  him,  that  right  to  think,  and  force  him  into  an 
involuntary  pool,  you  may  have  gone  too  far  for  his  own  good;  you 
may  have  done  something  that  willmean  his  destruction.  I  am  speak- 
ing of  the  Southwest  because  I  have  not  an  acquaintance  in  the 
Northwest,  but  that  is  the  mental  attitude  of  our  men.  I  have  been 
among  them  too  much  not  to  know  it. 

I  know  the  attitude  of  the  country  banker.  They  have  had  some 
distresses  there  in  banking  circles,  but  I  know  of  my  own  knowledge 
that  the  farmer  in  Kansas,  Oklahoma  and  Missouri,  while  by  not  any 
means  out  of  the  woods,  is  in  better  shape  to-day  than  he  was  a  year 
ago. 

The  Chairman.  The  farmer  would  not  be  licensed  under  this  bill. 
It  would  be  the  dealer. 

Mr.  Hargis.  What  are  you  going  to  do  with  your  scrip?  The 
dealer  and  farmer  would  be  licensed  to  keep  him  honest.  Your 
license  would  have  to  be  extended  to  all  of  them  to  insure  that  the 
proper  ratio  of  scrip  was  accepted. 

The  Chairman.  Yes. 

Mr.  Hargis.  To  see  that  there  was  no  juggling  of  it. 

The  Chairman.  Yes. 

Mr.  Hargis.  You  have  that  feature  before  3"ou  ? 

The  Chairman.  Yes. 

Mr.  Hargis.  You  also  have  to  think  of  the  reflex  on  the  consumer. 
Personally,  I  do  not  consider  that  so  important  as  some  men  who  have 
Appeared  before  you,  but  it  is  a  thing  to  be  borne  in  mind. 
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Now,  another  thing  that  occurs  to  me  as  very  difficult  for  you 
to  solve,  and  one  that  I  can  not  see  but  that  must  exist,  when  any 
one  thing  in  any  line  in  the  country  hereafter  gets  out  of  line,  once 
you  establish  this  system  of  nationalism,  paternalism,  indirect  sub- 
sidy—no I  will  withdraw  that  ^ indirect  subsidy"  under  this  bill, 
because  it  is  not  an  indirect  subsidy.  The  charge  is  going  back  to 
the  producer,  and  that  relieves  him  of  that  charge,  except  that  he  is 
subsidized  bv  having  his  grain  to  the  Americans  put  upon  a  plane 
different  than  the  others,  different  than  his  surplus,  but  you  are 
taking  away  from  him  certainly  as  much  as  you  are  eiving  him 
financially  when  you  put  the  American  agriculturist  in  the  position 
of  receiving  a  gratuity,  and  as  surelv  as  this  is  enacted,  m  my  opmion 
the  inevitable  uneconomic  result  will  be  that  in  10  years  from  now, 
br  5  vears  from  now,  when  your  readjustment  in  labor  comes,  if 
there  ^ever  comes  one,  if  there  are  eight  or  ten  million  men  out  of 
work  they  will  have  the  same  right  to  come  to  this  Government  and 
say,  ''We  have  no  dollars  to  purchase  with,"  or  ''We  have  few 
dollars  to  purchase  with,"  and  you  must  protect  thern. 

The  Chairman.  Do  you  think  this  is  a  gratuity  ?    Would  you  call 

it  a  gratuity  ?  ,     ,  i     j         xr  t         ^ 

Mr.  Hargis.  I  changed  my  remark  from  subsidy.  If  i  used 
'^gratuity"  I  selected  bad  English,  but  you  are  automatically  raismg 
your  price  to  the  Americans,  we  will  say,  40  or  50  cents  a  bushel, 
whatever  may  be  the  reflected  price.  .     .  ,       ^  ^v         4. 

The  Chairman.  Is  not  that  on  the  same  principle  of  the  auto« 
matic  raise  in  price  to  the  man  who  makes  the  pamt,  for  instance, 
by  levying  a  tariff  on  it  ?     What  is  the  difference  ? 

*  Mr.  Hargis.  Well,  one  is  a  tariff,  and  you  could  build  up  a  wheat 
tariff  that  would  not  automatically  raise  the  price. 

The  Chairman.  We  are  going  to  have  a  wheat  tariff,  of  course, 
if  this  bill  goes  into  effect.     We  would  have  to  have. 

Mr.  Hargis.  That  will  have  to  be  a  variable  thing  to  meet  con- 
ditions from  tune  to  time,  and  I  doubt  if  we  can  change  it  fast  enough 

to  meet  conditions.  ,.     r 

The  Chairman.  Why  is  not  the  levying  of  a  tariff  on  paints,  for 

instance,  giving  to  the  manufacturer  a  gratuity  or  bonus  or  whatever 

you  want  to  call  it  to  the  same  extent  that  we  are  proposing  to  give 

to  the  man  who  produces  wheat  ?  ^     ^-       x      .a 

Mr.    Hargis.  Well,    this    country   has    been    a    protective-tantf 

The  Chairman.  But  it  is  conceded  the  farmer  is  not  getting  the 

benefit  of  it. 

Mr.  Hargis.  Yes;  we  will  admit  that. 

The  Chairman.  If  we  are  going  to  put  everybody  else  on  an 
artificial  basis,  he  wants  to  be  put  on  an  artificial  basis,  and  is  there 

any  other  way  we  can  do  it.  ,       t        t^      •  *  1 

Mr.  Hargis.  You  have  a  big  problem  on  your  hands,  if  mistakes 
have  occurred  or  have  been  made  in  legislation  m  the  past,  tending 
to  stabilize  certain  values  and  prices  throughout  the  country,  i 
don't  think  a  further  mistake  will  help  adjust  matters. 

The  Chairman.  All  right.     If  that  is  not  the  right  way  to  do  it, 
do  you  think  we  ought  to  go  back  and  rectify  the  other  mistakes  i 
Mr.  Hargis.  One  way  or  the  other. 
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The  Chairman.  Then,  would  you  repeal  the  tariff  on  paint,  for 

instance? 

Mr.  Hargis.  I  would  prefer  not  to  enter  into  a  discussion  of  the 
tariff,  because  I  do  not  believe  I  am  qualified,  in  the  first  place,  and 
that  is  a  matter  of  national  policy  as  to  whether  our  institutions 
should  have  a  tariff  for  revenue  only  or  a  tariff  for  protection  purposes. 

The  Chairman.  There  is  not  any  man  in  the  world,  in  proportion 
to  his  business,  that  needs  as  much  paint  as  the  farmer  does.  I  don't 
know  whether  he  uses  enough,  but  if  he  was  financially  able  he  would. 
He  not  only  has  to  paint  nis  house,  but  he  has  to  paint  his  farm 
machinery  and  all  his  outbuildings,  and  ought  to  keep  them  in  good 
order  by  the  use  of  paint.  Artifically  we  have  made  him  pay,  have 
we  not,  a  greater  price  for  that  preservative  then  he  would  pay  if  we 
had  not  resorted  to  any  artificial  device  ? 

Mr.  Hargis.  Of  course,  if  we  had  open  immigration,  if  we  allowed 
able-bodied  men  to  come  in  here,  if  you  allowed  foreign  goods  to  come 
into  this  country 

The  Chairman.  Well,  that  is  another  proposition,  now.  We  will 
take  that  up,  then,  if  you  want  to.  If  you  don't  want  to  decrease 
the  tariff,  would  you  repeal  our  immigration  laws  ? 

Mr.  Hargis.  I  don't  want  to  suggest  to  you  how  you  shall  cure  this, 
and  I  don't  want  to  be  on  record  as  to  whether  1  would  repeal  the 
immigration  laws  or  not.  If  you  let  in  foreign  labor  to  compete  with 
our  own,  labor  would  break. 

The  Chairman.  Yes. 

Mr.  Hargis.  If  you  let  in  foreign  goods  to  compete  with  our  home 
products,  prices  would  break  on  account  of  their  cheaper  labor. 
That  is  up  to  you  gentlemen  to  decide  as  to  whether  you  want  to  do 
that.  I  would  not  want  to  venture  an  opinion — the  results  would  be 
a  matter  of  national  policy;  I  would  not  assume  to  say. 

The  Chairman.  Here  we  have  one  class  of  our  citizens,  the  farmers, 
whom  we  have  left  out  in  all  this  artificial  adjustment.  He  savs, 
''If  you  are  going  to  put  all  the  fellows  I  am  to  deal  with  on  this 
artificial  plane,  by  legislation,  I  want  you  to  put  me  up  there  with 
them,"  and  what  are  we  going  to  do  with  them? 

Mr.  Hargis.  You  have  a  big  proposition  on  your  hands. 

Senator  Norbeck.  Do  you  think  some  better  plan  could  be  worked 

out  than  this  bill  ? 

Mr.  Hargis.  Of  course  you  men  have  given  this  thing  very  much 
more  study  than  I  have,  and  it  seems  to  me  presumptuous  for  a 
citizen  who  has  not  studied  the  whole  of  national  affairs  to  come 
here  and  attempt  to  outHne  any  plan.  There  are,  we  know,  other 
suggested  methods  of  correcting  it,  but  whether  they  will  work 
or  not  we  do  not  know. 

The  Chairman.  Heretofore  we  have  tried  to  pass  legislation  similar 
to  the  bill  that  I  have  prepared  that  is  pending  now,  and  each  tinae 
the  forces  opposed  to  that  type  of  legislation,  including  the  adminis- 
tration, with  all  their  officials,  have  defeated  our  proposition  by  means 
of  some  other  proposition.  One  was  the  loaning  of  money  to  the 
farmer,  extending  the  farmer's  note.  The  farmer  was  already  more 
in  debt  than  he  could  afford  to  be,  or  it  might  have  done  some  good, 
but  it  is  disclosed  now,  I  think,  by  history,  that  it  has  not  saved  him. 
I  think  it  is  conceded  that  he  does  not  want  to  borrow  more  money. 
He  has  borrowed  too  much  now.     He  has  to  pay  so  much  interest 
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that  he  can  not  stand  the  burden.  Those  forces  that  are  now  opposed 
to  the  bill  that  we  reported  before,  that  I  have  introduced,  have 
gotten  behind  this  bill,  or  a  great  many  of  them  have.  I  ought  not 
to  ask  this,  perhaps,  but  for  two  or  three  years  now  we  have  beea 
trying  to  remedy  this  situation,  and  it  seems  to  me  that  it  is  up  to  the 
people  who  are  criticizing  it  (and  I  am  not  criticizing  you  now)  to 
point  a  way  to  us  to  get  out  of  the  woods. 

Mr.  Hargis.  Mr.  Chairman,  your  acreage  in  wheat  was  increased 
during  the  war  period  from  approximately  47,000,000  to  a  seeded 
acreage  as  high  as  75,000,000.  1  don't  recall  exactly  the  harvested 
acreage  on  the  last  crop — fifty-eight  or  fifty-nine  million  acres,  still 
considerablv  in  excess  of  the  pre-war  production  acreage.  Now,  this 
is  a  matter  of  fact:  Whenever  you  cut  your  wheat  production  in  this 
country  to  a  point  where  there  is  merely  sufficient  for  the  American 
public  plus  seed  requirements — and  by  sufficient  for  the  American 
public  I  mean  enough  carry-over  to  take  them  from  harvest  to  har- 
vest, a  fairly  normal  carry-over — wheat  may  go  as  high  as  the  world 
price  level  plus  whatever  tariff  wall  you  have  constructed.  Now, 
when  you  fix  any  ratio  price — suppose  the  ratio  price  were  $1.68  or 
$1.58.*  At  the  present  time  you  have  a  tariff  of  30  cents.  Canadian 
wheat  can  be  brought  in  here  at  the  present  time  in  competition  with 
our  wheat  for  American  consumption.  How  could  you  maintain  your 
American  price  level  at  $1.58  or  $1.59  when  you  could  not  possibly 
get  your  American  wheat  above  the  world  level  plus  the  tariff,  and 
how  could  you  change  your  tariff  quickly  enough  to  meet  that  con- 
dition ?     That  is  one  thing. 

Senator  Norbeck.  That  is  a  detail. 

The  Chairman.  Yes;  that  is  nothing  but  a  detail. 

Mr.  Hargis.  Then  you  would  do  one  of  two  things.  You  would  in 
the  former  instance  build  a  tariff  wall  so  high  that  no  other  grain 
could  get  in  here  without  its  repeal,  as  a  final  barrier,  and  then  your 
wheat  prices  could  be  maintained  at  your  ratio  level. 

The  Chairman.  That  would  be  on  the  condition  that  you  did  not 
produce  a  surplus. 

Mr.  Hargis.  Naturally,  your  domestic  proposition  will  not  work 
until  after  you  have  gotten  rid  of  all  surplus  wheat. 

The  Chairman.  Allright.  Now,  let  us  assume  that  to  be  true;  that 
we  can  not  do  anything  for  the  farmer  unless  we  reduce  the  produc- 
tion of  wheat  down  to  our  consumption. 

Mr.  Hargis.  Yes. 

The  Chairman.  Now,  that  would  be  a  remedy  provided  you  had 
the  tariff,  we  will  say.  Now,  let  us  see  the  condition  the  farmer  is  in. 
The  farmer,  the  statistics  show,  has  a  greater  acreage  in  wheat  now 
than  he  had  before  the  war.  But  is  he  to  blame  for  that  ?  Is  he  to 
blame  for  putting  in  so  much  wheat?  He  was  almost  forced  into 
the  wheat  business.  He  was  propagandized,  he  was  regarded  as  a 
traitor,  almost,  if  he  did  not  enlarge  his  wheat  acreage.  He  went 
into  it  mainly,  I  think,  for  patriotic  reasons.  He  had  to  get  new 
machinery.  He  had  to  plow  up  some  of  his  fields  in  which  ne  pro- 
duced other  things,  and  he  went  into  the  wheat  business  to  the 
exclusion  of  everything  else.  In  a  great  naany  instances  where  he 
was  diversifying  he  sold  his  stock  and  went  into  the  wheat  business. 
He  can  not  change  that  in  a  day  nor  in  a  year.  He  can  not  held 
himself.     He  has  got  to  get  back  to  it  gradually.     He  is  in  such  a 
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position  that  he  must  produce  wheat,  even  though  it  is  at  a  loss,  or 
starve,  because  he  is  not  equipped  to  do  anything  else.  It  takes 
years  to  get  back  where  he  was  before.  We  put  nim  there.  Our 
Government  got  him  there,  either  by  coaxing  him  or  by  scaring  him, 
but  mostly,  I  think,  by  propaganda  that  it  was  an  act  of  patriotism. 
He  was  patriotic  and  gave  up  all  those  other  things  and  went  into 
the  raising  of  wheat  and  now  ne  can  not  get  back  right  away.  If  we 
have  forced  him  into  that  position  and  he  has  sold  his  stock  and 
bought  his  wheat  machinery,  he  has  plowed  up  his  other  crops,  his 
meadows,  and  other  things,  he  has  lost  his  stock,  in  the  meantime 
going  in  debt  all  the  time,  can  not  buy  any  more  stock,  or  at  least 
only  on  a  very  small  scale,  do  we  not  owe  him  a  duty,  because  we 
have  put  him  in  that  condition  where  he  is  now  losing  and  being  sold 
out  at  tax  sales,  mortgage  sales,  and  everything?  What  are  we 
going  to  do  for  him? 

Mr.  Hargis.  May  I  ask  you  a  question  for  a  little  more  light? 
How  soon  does  it  seem  to  you,  or  how  long  a  term  would  it  take  the 
producer  to  readjust  himself  to  the  domestic  requirements  ? 

The  Chairman.  Oh,  in  my  judgment — I  am  only  making  an  esti- 
mate— I  should  think  it  would  take  10  years  at  least.  Some  of  the 
farmers  would  not  be  able  to  do  it  in  that  length  of  time. 

Mr.  Hargis.  We  have  already  had  nearly  six  years  since  the 
armistice. 

The  Chairman.  I  mean  10  years  from  now.  Some  of  the  farmers 
are  back  now,  maybe,  and  some  will  get  back  next  year.  They  are 
aU  getting  back  gradually,  but  we  can  not  say  to  the  farmers,  ^^  You 
must  not  plant  any  more  wheat;  you  must  reduce  your  acreage  so 
much,"  because  he  is  not  equipped  to  do  anything  else,  and  he  has  not 
the  money.  He  has  lost  on  this  and  gone  in  debt  so  that  he  has  not 
the  money  to  start  out.  If  he  is  going  into  the  stock  business  or 
dairy  business,  or  anything  like  that,  it  will  take  him  8  or  10  years 
before  he  can  produce. 
Mr.  Hargis.  You  mean  in  the  dairy  business  ? 
The  Chairman.  Yes. 

Mr.  Hargis.  You  mean  if  he  raises  his  own  cows  ? 
The  Chairman.  That  is  what  he  will  have  to  do.     He  can  not 
buy  them. 

Mr.  Hargis.  We  are  in  the  sixth  year  since  the  armistice,  from 
1918  to  1924,  but  our  acreage  is  larger  than  the  pre-war  acreage. 
The  farmer  was  not  ready  in  his  own  mind,  and  neither  were  most 
Americans,  for  the  adjustment  which  came  in  price.  The  deflation 
period  struck  us  imawares.  They  were  all  bulls  where  we  should  not 
have  been  bulls  for  the  good  of  the  country. 
The  Chairman.  He  is  not  to  blame  for  that. 

Mr.  Hargis.  I  will  not  say  that  he  is  any  more  to  blame  than  some 
others,  but  others  have  taken  losses  of  very  large  amounts.  The 
mail-order  houses,  for  instance.  I  know  that  Sears-Roebuck  had  to 
throw  in  vast  sums  of  money  to  maintain  them  on  their  inventory 
reduction. 

Senator  Norbeck.  That  loss  is  simply  a  little  reflection  of  what  the 
farmer  lost.     Their  farmer  trade  went  down. 

Mr.  Hargis.  Unquestionably,  but  have  you  seen  increases  this 
year.  Both  Montgomery-Ward  and  Sears-Roebuck  have  had 
enormous  increases. 
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The  Chairman.  Another  reason  for  that  is  that  the  farmer  is 
hunting,  and  he  has  to,  for  places  where  he  can  save  a  penny.  While 
they  make  fun  of  him  and  condemn  him  because  he  patronizes  the 
mafl-order  houses,  if  he  can  save  a  penny  he  must  go  there,  because 
he  hasn't  any  other  place  where  he  can  pay  the  price. 

Mr.  Hargis.  I  thmk  the  farmer  or  any  other  person  is  a  wise 
man  to  buy  where  he  can  get  the  most  for  the  least  money.  I  know 
that  the  farmers'  1923  expenditures,  according  to  the  statements 
which  I  have  seen,  were  much  greater  than  in  1922.  The  point  that 
you  make,  Senator,  is  merely  one  of  personal  opinion.  You  want  to 
reduce  that  wheat  acreage  in  some  way.  Is  it  a  possible  thing  to 
pay  to  the  agriculturists  of  this  country,  the  wheat  growers  of  this 
country,  a  certain  sum  outright  to  reimburse  them  for  the  cost  of 
translating  his  land  over  from  wheat  land  to  some  other  thing,  to 
enable  him  to  change  over  to  diversified  farming?  Suppose  you 
reduce  the  wheat  acreage  20,000,000  acres  in  this  country.  That 
would  be  too  much.  Suppose  you  cut  it  down  10,000,000  or  12,000,000 
acres,  and  suppose  you  nave  a  survey  in  each  county  and  you  extend 
to  the  farmers  $3,  or  $4,  or  $5  per  acre,  or  whatever  is  necessary  to 
bring  that  acreage  down,  then  what  would  you  have  accomplished  ? 

The  Chairman.  Well,  I  have  tried  to  think  of  that  in  the  last  year 
or  two,  that  there  might  be  a  possibility,  if  we  wanted  to  reduce  the 
acreage,  of  giving  to  the  farmer  something  in  the  way  of  a  bounty, 
or  something  like  you  mentioned,  always  coupled  with  the  condition 
that  he  would  not  be  entitled  to  it  unless  he  had  reduced  his  wheat 
acreage  a  certain  amount. 

Mr.  Hargis.  Whatever  might  be  shown  to  be  necessary;  yes. 

The  Chairman.  But  I  think  in  all  probability  we  would  never  suc- 
ceed in  getting  any  law  of  that  kind  enacted  by  Congress.  That 
would  meet  the  opposition  of  grain  men  and  millers. 

Mr.  Hargis.  Well,  I  don't  know.  Of  course  there  is  another  thing, 
Senator,  and  the  Secretary,  I  think,  refers  to  that  in  his  report,  and 
that  is  your  reclamation  extension.  He  does  not  refer  to  that 
directly,  out  speaks  of  the  increase  in  acreage.  You  do  not  need  any 
more  farm  land  in  this  country  now.  You  need  a  reduction  in  it  if 
your  prices  are  to  advance.  I  think  it  is  sound  logic  to  make  the 
statement  that  when  you  get  our  wheat  or  any  other  commodity  on 
a  purely  domestic  basis  it  can  go  as  high  as  the  world  level  plus  any 
tariff  that  you  may  impose  upon  the  importation  of  foreign  wheat. 

The  Chairman.  Yes;  I  agree  with  that;  but  now  just  let  us  take 
the  reclamation  project.  I  happen  to  be  familiar  with  that.  It 
started  before  the  war,  was  only  partially  finished,  and  they  were 
working  at  it,  extending  it.  I  know  I  advocated  that.  I  think  that 
perhaps  our  biggest  people  were  asking  that  the  Government  loan 
some  money  to  various  reclamation  projects,  and  I  said,  ''  You  are 
going  to  do  tlus  at  a  time  when  it  will  cost  more  than  any  other  time, 
and  you  will  have  to  pay  for  it."  The  answer  comes  back,  ''How 
can  we  stop  with  a  reclamation  project  when  it  is  half  finished  ?  It 
would  be  an  economic  loss  to  quit.'  It  may  be  that  the  farmers  in 
the  community  right  ahead  of  the  ditch,  where  they  had  stopped, 
had  taken  up  the  land,  had  gone  there  with  their  famihes,  and  they 
could  not  do  anything  until  they  got  water.  You  drive  every  one 
of  them  away  from  the  country.  They  can  not  stay  there  and  Uye 
imless  this  water  is  brought  to  them,  as  they  were  led  to  beheve  it 


.-> 


'«> 


^ 


I     I 


J 


K"^ 


PURCHASE  AND   SALE   OF   FARM  PRODUCTS. 


557 


would  be  when  they  located  there.     So  you  are  up  against  that 

g reposition.  And  then  they  say,  ''Why,  we  have  our  outfit  here,  we 
ave  everything  ready  to  work,  and  if  we  are  going  to  disband  the 
organization  and  quit  now  it  will  cost  millions  to  get  it  together  again, 
and  is  it  not  economy  to  finish  this  project  now?  We  do  not  know 
what  the  farmers  now  under  this  project  will  have  to  pay  until  we 
complete  it  and  divide  the  cost  up  pro  rata  against  all  the  farmers, 
those  who  are  there  now  and  those  who  are  going  to  use  the  water 
a  little  further  on." 

It  will  be  a  ver^  difficult  proposition  to  stop  a  reclamation  project. 

Mr.  Hargis.  I  know  it. 

The  Chairman.  A  business  man  would  not  do  it.  It  would  not  be 
good  business,  because  even  though  it  would  cost  more  to  do  it  at 
this  time,  when  material  is  higher — when  you  get  through  with  a 
building  and  have  not  the  roof  on  it  is  not  economy  to  stop  then  if 
there  is  any  possible  way  by  which  you  can  continue  and  finish  it. 

Mr.  Hargis.  No.  I  think  that  tnat  is  in  the  main  correct.  Yet 
you  are  attempting  something  else  here  that  appears  to  me  to  be  a 
very  dangerous  thing.  Now,  let  me  show  you  on  the  calculated  price. 
We  will  take  the  Kansas  City  market  for  1923,  the  most  recent  figures 
calculated. 

The  indicated  price  of  wheat  in  January  and  February  was  static 
at  $1.58  for  the  two  months,  then  $1.60.  In  April  the  indicated 
price  would  have  jumped  to  $1.66.  That  is  4  cents  up.  In  Jime  it 
would  have  dropped  to  $1.60.  That  is  6  cents  down.  In  July  it 
would  have  dropped  to  $1.45,  in  August  $1.47.  Next  is  $1.50 — 8 
cents  difference.  That  was  September.  That  is  a  pretty  wide  fluctu- 
ation. Then  the  next  month,  October,  $1.52,  and  $1.49  for  Novem- 
ber.    It  is  not  extended  beyond  that. 

You  have  a  fluctuation  in  there  of  from  a  maximum  of  $1.66  to  a 
minimum  of  $1.47,  or  a  direct  variation  of  ratio  price  reflection  of 
19  cents  between  the  two  extremes,  while  in  your  future  delivery  you 
have  only  had  10  cents,  approximately.  The  figure  is  10 J.  You 
have  a  fundamental  change  between  two  months  of  6  cents,  and 
between  two  other  months  of  15  cents. 

Senator  Norbeck.  What  is  the  argument  from  that,  that  the 
changes  in  price  should  be  more  frequent  or  less  f reauent  ? 

Mr.  Hargis.  I  just  figure  from  that  that  it  would  ruin  anybody 
that  had  a  stock  of  wheat  on  hand,  whether  it  was  a  dealer  or  any- 
body else,  if  the  ratio  price  made  a  drop  of  that  kind,  if  wheat  is 
worth  $1.60  to-day  and  to-morrow  morning  it  is  worth  $1.45. 

The  Chairman.  I  think  you  are  getting  away  from  the  point  we 
were  discussing.  That  subject  you  have  been  all  over.  We  were 
discussing  the  stopping  of  reclamation  projects  and  decreasing  the 
acreage. 

Mr.  Hargis.  I  am  sorry  if  I  interrupted  you. 

The  Chairman.  I  was  calling  your  attention  to  the  difficulty  of 
following  that  suggestion. 

Mr.  IL\.RQis.  I  admit  that  it  is  a  very  difficult  thing,  but  I  made 
the  statement  that  we  did  not  need  more  wheat  and  farm  land  in  this 
country,  but  needed  less. 

The  Chairman.  Yes;  I  think  we  would  all  be  glad  if  we  did  not 
have  a  surplus. 

Mr.  Hargis.  But  I  had  not  completed  this  other. 
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Now,  we  will  suppose  that  the  millers  to  whom  I  have  referred  to 
have  this  capacity  of  grinding  a  million  bushels  a  day.  They  wHl,  at 
times,  have  an  accumulated  stock  of  30,000,000  or  more  bushels  of 
wheat,  and  if  you  give  then  a  15  cent  variation  in  one  month,  under 
this  price  reflection,  it  will  ruin  them. 

Senator  Norbeck.  They  anticipate  that  pretty  well,  because  they 
know  the  basis  on  which  the  Government  is  going  to  establish  that 
price. 

Mr.  Hargis.  You  mean  on  the  404  commodities  ? 

Senator  Norbeck.  Yes. 

Mr.  Hargis.  To  a  certain  extent;  ves. 

Senator  Norbeck.  That  is  a  detail  that  can  be  changed  if  the  bill 
is  wrong.  I  was  trying  to  get  your  opinion  as  to  whether  the  price- 
fixing  should  be  more  Sequent  or  less  frequent  ? 

Mr.  Hargis.  I  believe  that  this  is  a  badly  constructed  bill.  Pre- 
mised on  that  statement,  and  in  order  to  make  the  proposed  plan 
operative,  there  is  no  question  in  my  mind  that  the  fewer  price  changes 
you  make  the  better  for  everyone  in  the  business.  A  weekly  price 
change  is  fifty-two  times  as  bad  as  an  annual  price  change. 

Senator  Norbeck.  Although  you  have  a  daily  price  cnange  now?^ 

Mr.  Hargis.  Surely,  but  that  is  just  a  gentle  ebb  and  flow.     There''* 
has  been  less  than  1 1  cents  total  price  change  on  the  May  wheat  crop. 

We  also  find  here  a  rather  interesting  tning,  that  tne  calculated 
wheat  price  and  the  actual  wheat  price  during  1921  and  1922  was  in 
many  instances  higher  than  the  ratio  price  indicated,  and  we  had  few 
farm  difficulties  then,  and  yet  the  very  basis  you  try  to 

The  Chairman.  That  would  not  be  a  bad  condition,  if  we  bring  it 
up  higher. 

Mr.   Hargis.  No;  I   think  not,  but  even  under  that  condition 
your  actual  wheat  price  in  some  months  was  higher  than  your  ratio- 
price. 

The  Chairman.  Exactly.  Suppose  it  would  be.  It  seems  to  me 
if  I  were  the  man  who  was  operating  this,  if  this  bill  should  become 
law,  and  I  had  charge  of  it,  ii  it  went  very  much  higher  I  would  sell 
some  wheat  right  here  at  home.  That  would  save  the  loss  that  the 
farmer  would  have  to  stand  on  his  export. 

Mr.  Hargis.  You  know  usually  if  a  fellow  has  a  profitable  com- 
modity on  hand  he  wants  out  of  it  all  that  he  can  get. 

The  Chairman.  Well,  that  is  what  this  bill  would  do,  I  should 
think.  It  would  be  fair  to  presume  that  it  would  do  that.  Suppose, 
according  to  their  figures,  the  ratio  price  was  $1.60,  and  let  us  sup** 
pose,  for  illustration,  that  wheat  went  up  to  $1.75,  and  this  corpora^ 
tion  had  25,000,000  bushels  of  wheat  on  hand.  They  would  sell  it 
on  the  market  and  would  make  some  money  on  it,  and  when  they 
came  to  the  end  of  the  year,  if  they  did  not  have  anv  more  export 
wheat  than  they  would  have  to  sell  abroad,  insteaa  of  this  scrip 
being  worth  less  than  a  hundred  cents  on  the  dollar  it  would  be  at  a 
premium. 

Mr.  Hargis.  That  would  be  a  wonderful  condition  if  it  could  be 
brought  about,  both  for  the  farmers  and  the  rest  of  our  citizens.  I 
don^t  see  who  is  going  to  buy  that  wheat  to  bring  it  up  to  $1.75.  If 
that  condition  existed,  I  don't  believe  you  would  find  anybody  that 
would  be  willing  to  buy  the  wheat  at  all. 
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The  Chairman.  I  don't  say  it  would  be  done,  but  I  say  if  that 
condition  was  brought  about  it  would  be  a  good  thing. 

Mr.  Hargis.  I  probably  did  not  make  myself  as  clear  as  I  should 
have.  What  I  say  is  that  during  this  period  when  agricultural 
distress  is  supposed  to  have  prevailed  at  times  in  this  country,  and 
which  is  sougnt  to  be  corrected  by  establishing  a  ratio  price  between 
this  commodity  and  all  commodities,  that  during  that  very  period 
when  you  say  there  was  depression  there  were  times  when  the  indi- 
cated price  on  wheat  was  less  than  the  actual  commodity  price  as 
determined  by  the  Department  of  Agriculture. 

Senator  Norbeck.  1  don't  see  what  bearing  that  has  on  it,  because 
the  purpose  of  this  bill  is  not  to  establish  the  price  gf  wheat;  the 
purpose  of  the  bill  is  to  keep  it  from  going  too  low. 

Mr.  Hargis.  I  understand.  You  are  not  attempting  to  fix  a 
maximum  on  it. 

Senator  Norbeck.  Occasionally  this  law  would  not  be  operative, 
because  the  price  goes  above  the  ratio  price. 

Mr.  Hargis.  And  there  we  are  getting  to  the  point.  Who  is 
going  to  buy  it  when  the  price  goes  above  ?  Who  is  going  to  be  in 
business  to  do  it  ? 

The  Chairman.  Suppose    nobody    is    in    business;  what    would 

happen  ? 

Mr.  Hargis.  We  would  be  without  flour;  we  would  be  without 
supplies. 

Tne  Chairman.  Do  you  think  so  ? 

Mr.  Hargis.  I  do,  except  in  this  fashion,  that  the  man  who  is 
buying  it  at  the  country  elevators  and  terminal  elevators,  and  the 
miller  will  all  three  find  it  necessary  to  take  a  sufficient  extraction  or 
make  a  sufficient  difference  between  his  purchase  price  and  his 
selling  price  to  protect  him  against  these  violent  price  nuctuations. 

The  Chairman.  All  right,  but  you  have  assumed  a  condition  now 
that  has  brought  prosperity  to  tne  producer  of  wheat,  because  you 
have  assumed  a  price  above  the  ratio  price. 

Mr.  Hargis.  Surely. 

The  Chairman.  The  farmer  will  not  kick  about  that,  and  if  the 
elevator  man  must  take  a  bigger  risk  he  will  pay  less  to  the  farmer. 

Mr.  Hargis.  Yes. 

The  Chairman.  And  he  will  not  go  below  the  ratio  price.  If  he 
does,  this  corporation  is  buying. 

Mr.  Hargis.  Sure.     Who  wUl  buy  above  the  corporation  price? 

The  Chairman.  So  he  will  pay  that  much.  The  farmer  does  not 
lose  anything  in  that  case  at  all,  but  I  think  if  that  condition  comes 
about  it  would  be  a  most  desirable  condition,  because  it  would  enable 
this  corporation  to  save  what  the  bill  concedes  is  going  to  be  a  loss. 
In  other  words,  instead  of  selling  abroad  at  a  reduced  price  they 
would  sell  here  at  an  enhanced  price,  and  when  they  got  through  they 
would  have  made  money  on  the  operation. 

Mr.  Hargis.  That  is  not  the  point  I  am  driving  at.  The  point  in 
my  mind  is  this:  The  bill  assumes  that  the  country  operator  and  the 
other  fellow  will  be  there  to  function  whenever  this  corporation  does 
not  function.  It  assumes  that  the  corporation  will  function,  say,  for 
eight  months  in  the  year,  and  the  grain  man  will  be  there  to  function 
the  other  four  months,  and  that  he  will  function  during  that  time. 
It  seems  to  be  premised  on  that  feature,  that  somebody  in  the  com- 
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mercial  world  will  be  waiting  around  for  the  time  to  come  when  this 
corporation  will  get  out  of  his  way. 

Senator  Norbeck.  Following  that  further,  it  would  lead  to  the 
conclusion  that  for  that  very  reason  the  price  could  not  come  up 
very  much,  because  there  is  no  one  to  bring  it  up,  and  therefore  we 
would  have  a  stabilized  condition. 

Mr.  Hargis.  We  would  not  have  it  as  stable  as  we  have  it  now. 
You  arbitrarily  permit  a  10  per  cent  leeway.  If  you  permit  wheat  to 
go  up  to  $1.50  or  $1.60,  you  still  have  10  per  cent  leeway. 

Senator  Norbeck.  It  would  be  stabilized  against  these  unusually 

low  prices.  , ,  ^     v^    jo 

Mr.  Hargis.  You  mean  the  general  level  would  be  Mted  ? 

Senator  Norbeck.  Yes. 

Mr.  Hargis.  Unquestionably,   but   to   accomplish  what  you  set 

out  to  accomphsh,  though,  you  would  have  to  put  the  Government 

in  the  grain  business.  .  t    i  •  i 

The  Chairman.  All  right.    To  some  extent  that  is  true,  I  thmk. 
Mr.  Hargis.  It  is  my  earnest  and  conscientious  beUef  that  it 
would  eliminate  the  others.     Now,  gentlemen,  if  you  think  the 
emergency  is  so  great  in  agriculture,  and  if  you  beUeye  that  it  would 
be  proper  to  operate  in  times  of  peace  along  identically  the  same 

lines  as  the  gram  corporation  did  during  the  war 

The  Chairman.  What  is  the  difference  between  time  of  peace 
and  time  of  war;  if  an  emergency  exists,  it  exists  because  the  war 
brought  it  on,  but  even  suppose  the  same  emergency  comes  about 
by  reason  of  something  else.  In  fact  this  emergency  was  brought 
on  by  the  war,  just  as  clearly  as  any  emergency  we  had  during  the 
war.  It  is  the  same  thing.  If  the  Government  did  go  into  business 
then  to  prevent  destruction  of  one  class  of  our  citizens,  and  here 
is  the  same  thing,  although  the  war  has  ceased,  that  the  war  has 
brought  on,  and  it  is  still  with  us,  why  shouldn't  we  continue  that 

Tjolicv  ? 

Mr.  Hargis.  I  don't  think  that  bad  legislation  is  ever  justified. 
I  do  not  beheve  that  American  principles  should  be  disregarded. 

The  Chairman.  Was  it  justifiable  during  the  war  ? 

Mr.  Hargis.  The  price  fixation? 

The  Chairman.  Anything.    Any  law  that  is  out  of  the  ordmary. 

Mr.  Hargis.  I  think  that  in  tune  of  war  to  protect  your  own 
shores  and  your  native  land  you  can  go  to  great  necessary  extreme. 

The  Chairman.  Here  is  a  condition  brought  on  by  the  war,  al- 
though we  are  not  now  fighting.  So  far  as  this  condition  is  con- 
cerned, it  is  conceded  that  the  war  brought  it  about. 

Mr.  Hargis.  Directly,    after   a   fashion,    yet   indirectly   after   a 

fashion.  ^^^     ,        .  t      .i  •   j- 

The  Chairman.  It  is  here.     Whether  it  came  du-ectly  or  mdi- 

rectly  does  not  matter.  .         ,     i_     • 

Mr.  Hargis.  If  the  Government  is  going  into  the  business,  as  soon 
as  it  goes  into  this  it  will  be  forced  to  go  into  the  others,  and  it  is 
going  all  the  way  through.  I  am  not  asking  you  to  protect  the  gram 
exchange,  because  of  their  interest.  I  am  not  asking  you  to  consider 
that  in  your  legislation,  because,  as  I  stated  at  the  outset,  our  person- 
nel is  so  small  as  to  be  inconsequential  as  compared  with  the  general 
good.  The  only  thing  you  gentlemen  need  to  consider  is  whether  we 
are  of  sufficient  value  to  agriculture,  to  the  producer  and  to  the 
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consumer  of  this  country,  to  be  a  necessary  agency.  Now,  I  took  it 
that  under  the  grain  futures  act  we  were  so  established.  I  took  it  that 
the  best  thougnt  of  the  country,  from  Mr.  Wallace's  statement  and 
from  the  statements  of  members  of  this  committee  and  of  the  House 
committee,  was  that  it  was  believed,  it  was  stated  both  in  their  argu- 
ments, their  speeches  on  the  floor  of  the  Congress,  that  there  was  no 
better  agency  which  they  could  use  than  the  exchanges.  Now,  a  bill 
is  here  which  creates  a  super  agency.  That  is  all  there  is  to  it.  If 
you  want  to  continue  that  forever,  if  you  want  to  start  a  nationaliza- 
tion policy 

Senator  Norbeck.  Are  we  starting  or  are  we  continuing? 

Mr.  Hargis.  That  is  difficult  to  say. 

Senator  Norbeck.  Is  it  not  a  fact  that  the  only  reason  there  is  any 
demand  for  this  is  that  the  fanner  has  been  unstabilized  bv  artificial 
forces,  including  their  own  Government,  and  if  we  say  to  the  farmer, 
**You  should  not  interfere  with  the  economic  law;  it  will  adjust  it- 
self,'' is  not  his  answer  that  his  present  condition  has  been  brought 
about  because  the  economic  law  has  been  interfered  with,  and  that 
being  the  case,  is  it  time  to  stop  exactly  when  the  farmer  is  the  only 
one  left  ? 

Mr.  Hargis.  I  do  not  know  if  conditions  are  so  artificially  influ- 
enced in  this  coimtry,  but  I  would  dislike  to  go  on  record  as  favoring 
anything  that  would  add  to  that  artificial  situation,  or  to  say  that 
we  must  go  on  an  unsound  economic  basis  or  we  are  ruined.  I  would 
not  recommend  any  legislation  which  is  conceded  to  be  for  artificial 
purposes. 

The  Chairman.  That  is  the  basis  for  legislation  all  the  way  through. 
Personally,  I  do  not  see  any  difference,  if  an  emergency  arises,  whether 
that  emergency  comes  about  by  war  or  otherwise;  it  ought  to  be 
remedied  by  law.  We  have  to  try  to  save  business  from  ruin  brought 
about  by  unnatural  conditions  caused  by  the  war,  for  no  other  reason 
except  to  help  them,  to  save  them,  to  prevent  them  from  being 
destroyed  by  this  unnatural  condition  that  the  war  brought  on. 
If  that  condition  lasts  after  the  war  ceases,  the  same  reason,  it 
seems  to  me,  logically  exists  for  legislative  interference  that  existed 
when  the  war  was  actually  on. 

Mr.  Hargis.  After  the  Civil  War  we  had  a  price  decline  of  30 
years  from  1866  on  in  agricultural  products — approximately  30 
years. 

Senator  Norbeck.  We  had  at  that  time  the  settlement  of  the 
great  Northwest,  and  millions  of  acres  of  virgin  soil,  and  it  was  not 
only  this  country,  but  other  countries. 

The  Chairman.  That  was  through  a  reorganization  all  over 
Europe,  and  in  fact  all  over  the  world.  That  was  because  you  had 
opened  up  a  whole  empire  and  started  it  to  producing. 

Mr.  Hargis.  Yes,  sir;  that  is  true.  Those  lands  were  opened  up, 
and  the  war  veterans  were  given  special  inducements  to  place  them 
on  a  proper  plane. 

The  Chairman.  Yes. 

Mr.  Hargis.  All  right.  That  was  adjusted  somewhat  in  some 
30  years,  then  you  had  a  gradual  advancing  scale  for  25  years  in 
prices,  then  you  reached  the  peak;  then  this  decline. 

The  Chairman.  I  have  no  doubt  but  what  this  condition,  if  we 
let  it  run  long  enough,  will  get  to  its  natural  basis,  if  we  had  no  law 
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protecting  the  manufacturer,  protecting  the  banker  and  big  business 
men,  or  anythmg  of  that  kmd,  and  none  protecting  the  farmer 
Under  those  conditions  it  would  finally  get  down  to  a  basis  of  exactly 
what  It  should  be,  but  before  that  time  comes  the  farmer  is  goine  to 
be  eliminated.  ^ 

Mr.  Hargis.  Your  theory  is  that  he  would  be  destroyed  in  the 
process  ?  '' 

The  Chairman.  Yes;  he  would  be  destroyed  in  the  process.  We 
want  to  save  him  if  we  can. 

Mr.  Hargis.  I  reahze  that;  yet  I  can  not  help  but  feel.  Senator, 
that  you  would  introduce  into  Government  the  most  radical  legisla- 
tion that  we  have  ever  had. 

Senator  Norbeck.  Won't  you  use  the  word  '^ continue"  instead  of 
'introduce  '? 

Mr.  Hargis.  Well,  I  wiU,  I  believe,  '^contmue''  to  use  ''intro- 

I  thank  you  very  much  for  your  courtesy,  gentlemen,  and  may  I 
say  to  you  that,  so  far  as  I  know,  my  time  with  you  this  momW 
completes  the  mtroduction  of  any  testimony  by  the  interests  that  I 
represent  before  you. 

I  have  to  tell  you,  though,  that  Mr.  Frank  Kell,  of  Wichita  Falls, 
lex.,  who  is  a  very  well-informed  miUer  of  the  Southwest,  expects 

rS^  in  Washington  next  week,  and  he  can  speak  to  you. 

The  Chairman.  He  wants  to  be  heard,  does  he  ? 

Mr.  Hargis.  Yes.  He  is  a  practical  miller  down  there.  I  am 
m^ly  their  spokesman  in  introducing  these  resolutions. 

The  Chairman.  We  will  be  glad  to  hear  him  when  he  comes.  It 
may  not  be  just  when  he  comes.  It  may  be  that  we  wiU  have  a 
^ii^oer  of  witnesses,  and  some  of  them  will  have  to  wait. 

We  will  adjourn  now  until  10  o'clock  to-morrow  morning. 

(Whereupon  the  committee  then  adjourned  until  Friday,  Februarv 
8,  1924,  at  10  o'clock  a.  m.) 
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FRIDAY,  FBBRUABY  8,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

WashingtoTij  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326  Senate  Office  Building,  Senator  George  W.  Norris  pre- 
siding. 

Present:  Senators  Norris  (chairman),  McNary,  Keyes,  Goodmg, 
Norbeck,  McKinley,  Ralston,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order. 

The  first  witness  this  morning  is  Mr.  French. 

STATEMENT  OF  ME.  E.  1.  FEENCH,  DIRECTOE  OF  AGEICUL- 
TTJRE  OF  THE  STATE  OF  WASHINGTON,  OLYMPIA,  WASH. 

The  Chairman.  Please  state  your  name,  residence,  and  occupation. 

Mr.  French.  E.  L.  French,  director  of  agriculture  of  the  State  of 
Washington,  Olympia,  Wash. 

The  Chairman.  You  are  at  the  capital  ? 

Mr.  French.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  such  director  ? 

Mr.  French.  Three  years. 

The  Chairman.  What  was  your  business  prior  to  that  time  ? 

Mr.  French.  Farming. 

The  Chairman.  In  Washington  ? 

Mr.  French.  Yes. 

The  Chairman.  For  how  long? 

Mr.  French.  For  30  years. 

The  Chairman.  All  right.     Now,  you  can  go  ahead. 

Mr.  French.  I  want  to  talk  about  the  McNary-Haugen  bill. 

The  Chairman.  All  right. 

Mr.  French.  This  is  a  matter  that  the  wheat  farmer  of  our  State 
feels  is  the  only  relief  that  will  be  of  material  benefit  to  him.  When 
I  say  this  bill,  I  mean  the  principles  embodied  in  this  bill.  It  is  not  a 
question  of  diversification  in  our  State.  We  are  well  diversified  at 
the  present  time.  We  stopped  raising  wheat  and  raised  more  live- 
stock and  more  fruit.  It  would  not  be  of  material  benefit  to  us. 
It  is  a  question  wholly  of  price.  As  has  already  been  said,  the  price 
the  farmer  is  getting  is  not  in  line  with  what  he  is  paying.  He  is  out 
of  tune  with  people  who  are  in  other  lines  of  business.  The  State  of 
Washington  produced  last  year  61,000,000  bushels  of  grain.  We  are 
also  the  largest  exporter  of  grain  of  any  State  in  the  united  States. 
Wliile  our  production  seems  to  be  large,  an  average  of  some  25  bushels 
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to  the  acre,  yet  we  only  get  a  crop  every  other  year.  We  follow 
summer  fallowing.  The  gromid  must  be  cultivated  and  tilled  during 
the  summer. 

The  Chairman.  For  conservation  of  moisture  ? 

Mr.  French.  Conservation  of  moisture  for  the  coming  year. 

Very  much  of  our  lands  in  wheat  you  coidd  not  diversify  for  the 
simple  reason  that  the  small  amount  of  rain  fall  will  only  produce  a 
crop  every  other  year.  We  are  compelled  to  follow  along  the  lines 
that  we  are  now  working  oh. 

Our  people  feel,  after  careful  investigation,  that  the  principles 
embodied  m  this  bill  are  right,  fair,  and  will  bring  relief.  We  are 
organized  along  the  line  of  tne  bill  almost  a  hundred  per  cent  in  our 
wheat  growing  section,  and  the  growers  have  signed  up  for  this 
idea,  believing  it  to  be  the  only  relief  for  them. 

I  might  say  that  I  have  had  business  experience  during  all  my  life.. 
I  am  always  a  little  fearful  of  disarranging  business  conditions. 
I  appreciate  the  fact  that  we  have  mills  and  elevator  people  and  all 
that  sort  of  thing.  They  appear  to  be  fearful  of  the  result.  From 
iny  standpoint  the  person  to  take  into  consideration  at  the  present 
time  is  the  producer.  If  he  is  not  able  to  function,  if  he  can  not 
produce  at  a  profit,  neither  can  the  exporter,  the  miller  and  those 
people.  It  will  come  to  them  later  on.  So  if  we  break  down  the 
farmer  first  we  will  break  down  the  other  business  all  along,  and  if, 
perchance,  this  may  be  a  little  out  of  the  ordinary,  and  if  it  is  not 
the  kind  of  legislation  that  we  have  been  used  to,  1  am  very  sure  at 
this  time  that  you  gentlemen  will  be  justified  in  stretching  a  point 
a  little,  that  is,  temporarily,  in  the  mterest  of  the  producer,  the 
farmer. 

I  find  a  great  many  obections  are  raised  to  the  machinery  of  the 
bill.  I  take  it  for  granted  that  the  men  who  have  the  administration 
of  this  bill  will  be  men  of  broad  vision,  who  will  be  fair  and  will 
administer  it  along  the  lines  that  will  conserve  the  industry.  I  am 
not  as  fearful  that  we  are  going  to  have  a  great  overproduction  by 
reason  of  this  legislation.  It  would  not  be  to  the  interest  of  the 
farmer  to  do  that,  and  it  seems  to  me  that  it  is  not  necessary  for  me 
to  go  into  all  the  details  of  just  what  this  particular  section  or  any 
other  would  do  ultimately.  That  will  be  in  the  hands  of  this  com- 
mission, and  we  feel  that  in  the  State  of  Washington  we  are  willing 
to  trust  that  to  them  to  work  it  out  in  a  way  that  they  may  think 
is  fair. 

Briefly,  that  is  the  position  of  the  Washington  farmers. 

Senator  McNary.  Let  me  ask  you,  Mr.  French,  are  you  familiar 
with  the  attitude  of  the  operators  in  Washington,  the  grain  men 
and  mill  men,  with  regard  to  the  principles  of  the  bill  ? 

Mr.  French.  In  a  general  way. 

Senator  McNary.  What  is  that  ? 

Mr.  French.  It  would  be  antagonistic,  as  being  out  of  the  order 
of  things  that  they  have  been  used  to.  As  I  have  explained,  I  don't 
think  that  that  should  be  taken  too  seriously.  We  don't  want  to 
injure  them,  but  I  don't  think- we  would. 

vSenator  McNary.  You  heard  the  testimony  yesterday  of  the 
gentlemen  representing  the  grain  men  ? 

Mr.  French.  Yes,  sir;  I  did. 
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Senator  McNary.  Do  you  think  that  so  far  as  the  business  of  the 

grain  exchanges  is  concerned  it  would  prevent  hedging  on  the  market  ? 

Mr.  French.  No;  I  don't  think  it  would  interrupt  the  general 

The  Chairman.  His  principal  objection  was— I  don't  know  that 
it  was  his  principal  objection,  but  one  of  his  first  objections  was  that 
the  bill  provides  for  fixingthe  price  every  month.  He  thought  that 
ought  to  be  changed.  What  is  your  idea  about  that?  Wouldn  t 
the  bill  function  just  as  well,  for  instance,  to  go  the  other  extreme 
and  fix  the  price  m  the  method  provided  in  the  bill  so  as  to  get  the 
relative  purchasing  power,  fixing  it  once  a  year  ? 

Mr.  French.  No,  sir.  I  thinK  it  is  better  the  way  it  is.  We  are 
fixing  it  every  day  now;  we  are  fixing  it  365  days  in  the  year  instead 
of  every  30  days.  ^ 

The  Chairman.  I  don't  want  to  contradict  you,  but  they  claim 
they  are  not  fixing  it  at  all,  but  the  law  of  supply  and  demand 
regulates  that. 

Mr.  French.  That  is  true  to  a  certain  extent,  but  yet  there  are  cer- 
tain conditions,  as  in  this  last  year,  particularly,  entering  into  wheat 
farming  that  have  been  to  the  detriment  of  the  producer  in  the  way  of 
price.  I  have  followed  it  fairly  closely.  The  propaganda  that  was 
put  up  about  the  large  overproduction,  a  thing  that  never  existed, 
mihtated  against  the  producer. 

The  Chairman.  Are  you  famihar  with  the  world  statistics  about 

this  overproduction  ? 

Mr.  French.  In  ageneral  way ,  only. 

The  Chairman.  Well,  take  it  in  a  series  of  years,  now;  has  there 
been  any  overproduction  ? 

Mr.  IiiENCH.  No,  sir. 

The  Chairman.  If  we  were  able  to  store  what  we  call  the  surplus 
year  and  had  the  capital  to  do  it  and  took  it  over  a  period  of  10  years, 
would  we  have  any  wheat  left  ? 

Mr.  French.  Not  the  way  we  have  been  going.  While  we  may  call 
it  a  surplus  to  day,  it  is  more  than  actually  consumed  to-day,  but 
there  is  not  more  than  a  safe  margin  and  in  a  sense  the  wheat  is  not  a 
seasonable  crop.  It  is  in  the  United  States,  but  not  when  it  comes  to 
the  world's  supply. 

The  Chairman.  What  I  would  like  to  get  information  on  is  this: 
Take  it  over  a  period  of  10  years  or  15  years  or  any  other  number  of 
years,  how  much  wheat  would  we  have  to  store  if  we  stored  the 
surplus  and  sold  it  when  there  was  a  shortage?  Suppose  we  deter- 
mined by  this  bill  or  by  the  judgment  of  any  commission  or  corpora- 
tion that  was  handling  it  that  the  price  of  wheat  to  the  farmer  ought 
to  be  a  dollar  and  a  half  a  bushel,  and  we  would  buy  enough  so  as  to 
make  that  price,  and  store  it,  we  would  have  a  couple  of  hundred 
million  bushels  of  wheat  stored,  and  if  it  went  above  that  we  would 
sell,  and  if  it  went  below  that  we  would  buy.  How  much  wheat  do 
you  think  we  would  keep  in  storage  to  carry  out  that  kind  of  opera- 
tion ? 

Mr.  French.  I  could  not  answer  that,  and  I  doubt  if  anyone  could 
answer  it  definitely.  I  believe  that  the  commission  would  be  the 
best  judges  and  could  take  care  of  it  in  a  safe  way. 

The  Chairman.  Jf  from  one  year  to  another  over  a  series  of  years 
we  had  no  surplus,  that  thing  could  be  done,  could  it  not  ? 
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^.  French.  Oh,  yes;  it  could  be  done. 

The  (^iRMAN.  And  the  only  thing  necessary  to  do  it  would  be 
sullicient  capital  and  storage  capacity? 

Mr.  French.  That  is  certainly  true;  but  it  so  happens  that  we 
talk  about  surplus,  and  it  has  not  existed  to  any  such  extent  as  some 
Deople  would  make  us  beheve.  We  only  have  had  a  safe  amount 
for  om-  needs.  Were  it  not  for  the  fact  that  we  were  shipping  in 
from  Canada  we  would  not  have  as  much  as  we  appear  to  have 

Senator  McNary.  You  referred  to  the  propagajada  concerning  the 
surplus.  Do  you  mean  there  are  interests  that  are  broadcasting  that 
propaganda  m  order  to  affect  the  market  ? 

Mr.  French.  It  has  been  gomg  on  ever  since  this  last  season's 
crop. 

Senator  McNary.  Who  is  back  of  that  ? 

Mr.  French.  I  don't  know.     It  is  in  the  newspapers.     It  seems 
^^°^A,         ^^^^  exchange,  grain  dealers,  etc. 
Ihe  Chairman.  Did  it  come  from  the  Agriculture  Department* 
Senator  Gooding.  I  think  most  of  that  comes  from  the  Agricul- 
tural Department.  ^ 

Mr.  French.  I  don't  Uke  to  criticize  the  Agricultural  Department. 

Senator  Gooding.  I  don't  think  they  do  it  intentionally,  but  they 
are  very  busy.  We  find  our  State  agricultural  department  out  there 
and  representatives  of  the  Government  out  there  keen  about  telling 

^^^'^  ii^.P^M^"^^  '^''X^  *  ^^^^  ^^^^7  ^^«P'  a  great  wheat  crop, 
and  all  those  thmgs.  They  are  busy  all  the  time  They  say  those 
thmgs  when  it  sometimes  does  not  exist,  and  it  always  hurte  the 
farmer  There  is  no  question  about  that.  When  there  is  plenty  of 
e^erytW  people  will  not  buy.     They  will  wait. 

wW  i^T^'  ''^rp?''^^.  ^^^  ^^^^>  Somg  to  stabilize  and  steady  the 
wheat  market.  There  is  not  gomg  to  Ee  the  speculation  or  oppor- 
tunity for  speculation  that  there  has  been  in  it  m  the  past.  That  is 
true,  IS  it  not  v 

Mr.  French.  Yes;  that  is  true. 

Senator  Gooding.  And  it  is  to  be  expected  that  these  grain  ex- 
changes which  exist  on  speculation  in  wheat  very  largely,  and  brokers 
and  all  those  people,  will  naturally  be  against  the  bDl.  I  think  that 
IS  a  good  healthy  sign,  to  my  mind.  There  is  no  question  that  we 
all  expect  to  stand  lor  our  own  interests  all  the  time,  everywhere 
and  we  must  do  that,  as  far  as  that  is  concerned,  and  they  are  right 
m  doing  It.  That  is  what  we  have  got  to  eliminate,  to  my  mmd 
very  largely  al   the  way  through,  the  speculation  in  future  products,' 

^T^^i    ^^®'"  ***  ^'^^  people,  and  cut  out  a  lot  of  them. 

Mr.  J^RENCH.  I   am   not   an   adventurer   m   legislation,    but   this 
appeals  to  me  at  the  present  thne,  that  if  m  some  way  we  can  not 
make  it  possible  for  the  farmer  to  produce  really  at  a  profit,  so  that 
he  can  hold  on,  we  are  derehct  in  our  duty  as  legislator.     I  don't 
say  that  to  criticize  anybody,  but  there  is  an  emergency  here.     There 
IS  not  any  question  about  it  in  my  mind. 
Senator  Gooding.  It  must  be  met  in  some  way. 
Mr.  French.  I  find  in  the  agricultural  districts,  where  they  are 
dependent  on  agriculture  almost  altogether,  the  big  cities  and  towns 
are  beginnmg  to  feel  some  of  these  thmgs.     The  farmer  felt  it  some 
years  ago  and  it  is  accumulatmg.     They  are  all  going  to  feel  it 
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Senator  Gooding.  Those  little  bankers  have  until  the  last  few 
years  been  abusing  the  old  farmer. 

Mr.  French.  Yes,  sir. 

Senator  Gooding.  They  are  beginning  to  get  a  little  light,  and 
finding  that  he  is  not  to  blame  all  the  time,  and  now  they  are  being 
affected  and  are  beginning  to  get  around  so  that  they  can  see  that  he 
has  got  to  have  a  new  deal  to  go  on. 

Mr.  French.  If  it  is  as  far  reaching  as  that  it  will  affect  the  trade, 
as  we  call  it,  the  buyer,  the  exporter,  and  miller,  we  can  better  afford 
to  do  that  than  to  continue  the  present  program  of  bankrupting  the 
farmer. 

Senator  Gooding.  He  will  have  a  little  legitimate  business.  This 
bill  interferes  with  it  just  as  little  as  possible,  and  gives  the  grain 
grower  a  chance  to  live,  and  gives  him  a  price  so  that  he  can  stav  in 
the  business. 

Senator  Ransdell.  One  complaint  that  has  come  to  me  about 
the  condition  of  agriculture  is  that  the  Federal  land  banks  are  begin- 
ning to  foreclose  on  a  good  many  farmers  who  have  not  been  able  to 
meet  their  payments,  and  it  was  put  up  to  me  in  a  very  strong  letter 
that  I  received  yesterday.  I  wondered  if  you  have  suflFered  that-  in 
your  State  in  the  same  way. 

Mr.  French.  Not  so  much  in  our  State,  but  we  think  we  see  it 
coming.     It  may  take  another  year  or  two  for  that  to  come. 

Senator  Ransdell.  This  letter  went  on  to  state  there  had  been  a 
number  of  foreclosures,  not  a  great  many,  and  that  some  were 
pending,  and  the  question  was  raised,  '^What  is  the  Government 

foing  to  do  with  these  lands  ?     If  it  forecloses  on  the  farmer  and  puts 
im  out,  what  is  the  Government  going  to  do  with  it  ?"     It  is  appeal- 
ing to  me. 

Mr.  French.  It  is  getting  to  be  a  Government  question. 

Senator  Ransdell.  Certainly  it  is  a  very  important  Government 
question,  if  it  is  general. 

Senator  Gooding.  Out  in  my  State  it  may  not  have  come  to  your 
information,  but  they  were  not  even  given  one  day.  They  were  told 
in  a  telegram  to  pay  up  or  foreclosure  would  be  started  at  once. 
It  was  not  a  letter.  Before  we  had  threshed  a  bushel  of  wheat  in 
that  State,  or  before  the  farmers  had  had  an  opportunity  to  sell  a 
dollar's  worth  of  their  farm  products  of  any  kina,  early  in  August. 
These  telegrams  were  sent  to  men  who  were  behind  only  24  hours. 

Senator  Ransdell.  Don't  you  think  that  was  a  very  vicious  policy, 
whoever  inaugurated  it?  Congress  ought  to  protest  against  that  if 
it  did  nothing  else. 

Senator  Gooding.  It  is  a  crime.  Some  of  the  farmers  just  quit 
and  said,  ''Let  them  take  the  farm." 

>  Senator  Ransdell.  I  don't  think  the  Federal  land  bank  in  my 
section  has  been  arbitrary  at  all.  As  far  as  I  know,  they  have  not. 
It  is  only  when  people  have  been  a  great  deal  behind  that  they  have 
felt  like  they  must  foreclose.  I  just  bring  that  up  as  one  of  the  in- 
stances that  must  be  repeated  all  over  the  United  States. 

Senator  Gooding.  They  made  no  exception  out  there  whether  a 
man  was  behind  one  day  or  three  months. 

Senator  Johnson.  I  had  a  talk  with  the  land  bank  of  St.  Paul 
about  three  weeks  ago  and  I  asked  them  how  they  were  getting 
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along,  and  I  was  told  that  there  had  not  been  more  than  seven 
farms  gone  back  to  the  bank,  but  in  North  Dakota  it  is  about  105, 
and  taking  into  consideration  the  number  of  loans  they  have  in 
North  Dakota,  that  situation  is  not  very  bad,  but  of  course  he  did 
not  mention  what  is  happening.  There  might  be  others  in  line  to 
fail,  but  he  did  not  want  to  mention  anything  about  that. 

Senator  Gooding.  A  very  vigorous  protest  was  made  against  that. 
I  think  likely  their  attitude  has  changed  at  the  present  time,  and 
they  are  trying  to  be  more  lenient. 

Senator  Kansdell.  They  ought  to  be  extremely  lenient  instead 
of  extremely  hard. 

Senator  Gooding.  They  ought  to.  The  mortgage  companies  are 
not  trying  to  take  over  the  farms.  They  are  trying  to  help.  The 
Government  said,  ''To-day,  not  to-morrow.  It  is  due  tO'd&y,  not 
to-morrow." 

Senator  Ransdell.  I  have  known  some  very  wealthy  and  power- 
ful business  men  in  my  State  to  absolutely  go  to  the  wall  by  fore- 
closing on  the  farmers  and  compelling  them  to  liquidate.  If  the 
farmer  is  given  a  chance  to  pay  up  he  will  get  along  after  a  while. 

Senator  Capper.  Have  your  people  been  helped  by  the  War 
Finance  Corporation  at  all  ? 

Mr.  French.  I  think  the  War  Finance  possibly  some,  but  I  don't 
think  it  has  reached  the  farmers.  We  can  take  care  of  our  situation 
with  local  money. 

Senator  Ransdell.  Mr.  French,  have  youx  people  ever  tried  this 
rotation  which  is  said  to  have  been  so  beneficial  in  Germany,  rotating 
with  beets  the  wheat,  thereby  getting  a  much  larger  production  of 
wheat  and  also  getting  some  profit  from  the  beets  ? 

Mr.  French.  As  I  said  in  the  beginning  of  my  remarks,  our  State 
rotates  along  most  all  lines  that  are  profitable.  We  have  a  niunber 
of  sugar  plants  in  the  State.  They  are  not  very  successful.  We 
are  producing  about  all  of  the  fruits  in  the  climate  in  which  they  are 
suitable  that  we  can  produce.  We  are  in  grain,  and  our  rotation  is 
so  complete  that  really  there  is  not  any  argument  from  that  stand- 
point. 

The  Chairman.  How  are  your  fruit  farmers  getting  along  ? 

Mr.  French.  They  are  hard  up. 

The  Chairman.  He  is  broken  just  like  the  wheat  farmer? 

Mr.  French.  Yes,  sir. 

The  Chairman.  Why  ?    We  don't  get  enough  fruit  here. 

Mr.  French.  Because  he  does  not  get  the  price.  This  question 
of  spread  between  the  producer  and  the  consumer  is  unbearable. 

The  Chairman.  What  is  the  cause  of  that  spread '? 

Mr.  French.  A  system  of  distribution  has  grown  up  that  I  don't 
know  how  we  are  going  to  remedy. 

The  Chairman.  And  this  bill  does  not  attempt  to  remedy  that  ? 

Mr.  French.  No;  it  does  not.  I  figured  out  that  the  average  price 
paid  for  the  bushel  of  wheat  after  it  is  made  into  bread  is  a  little  over 
$6.  If  you  go  to  buy  baked  apples  you  probably  pay  $20  a  box  for 
them. 

The  Chairman.  How  much  of  that  is  freight  ? 

Mr.  French.  Only  a  very  small  part  of  it. 

The  Chairman.  You  think  the  freight  rates  are  all  right? 

Mr.  French.  The  big  spread  is  at  tne  consumption  end. 
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Senator  Gooding.  Our  freight  from  Idaho  and  yours  is  about  the 
same.  It  is  38  per  cent  on  apples.  Our  freight  on  butter  alojie, 
which  is  the  highest  priced  farm  product  shipped  out  of  our  State, 
is  5i  to  6  per  cent  and  our  apples  are  anywhere  from  35  per  cent  to 
40  per  cent. 

The  Chairman.  But  your  butter  is  in  very  concentrated  form;  one 
^       of  the  most  concentrated  there  is. 
Senator  Gooding.  Yes. 
^        The  Chairman.  But  that  is  not  true  of  fruit.     Is  it  38  per  cent  of 
>  -         the  price  of  your  fruit  ? 

Mr.  French.  I  am  not  able  to  say. 

The  Chairman.  Have  your  fruit  producers  studied  that  question  ? 
Mr.  French.  Oh,  yes. 
*^  The  Chairman.  Have  you  had  a  lot  of  fruit  that  has  spoiled  that 

has  been  packed  to  ship  ? 
Mr.  French.  Yes,  sir. 
The  Chairman.  Is  that  true  this  year  ? 
Mr.  French.  Yes,  sir. 

The  Chairman.  Give  us  a  little  idea  of  that.     What  is  the  extent 
of  that  ? 
^  Mr.  French.  Well,  there  are  a  great  many  hundreds  of  acres — I 

could  not  give  vou  exactly  the  figures — our  lower  grades,  particularly. 
Thev  started  snipping  them  early  in  the  season. 

The  Chairman.  And  they  are  allowed  to  rot  on  the  ground  ? 
Mr.  French.  Some  of  them  put  them  into  dried  apples  or  some- 
thing of  that  kind,  and  others  were  not  picked.     They  did  not  har- 
vest all  of  them,  because  it  did  not  pav. 
^  The  Chairman.  What  percentage  of  the  crops  were  not  harvested  ? 

Mr.  French.  A  small  percentage,  probablv  5  to  10  per  cent.  We 
produce  a  high-grade  fruit,  and  must  in  order  to  compete  with  the 
eastern  market. 

The  Chairman.  Senator  Gooding  has  given  that  freight  as  38  per 
cent. 

Senator  Ransdell.  Is   any  of   that  fruit  shipped   through   the 
^        Panama  Canal  to  the  east  coast  ? 
^  Mr.  French.  Yes. 

Senator  Ransdell.  Much  of  it  ? 
Mr.  French.  Comparatively  a  small  amount. 
Senator  Ransdell.  I  understood  a  great  deal  of  California  fruit 
comes  around  that  way  ? 
Mr.  French.  Yes,  su*. 
^  The  Chairman.  Senator,  we  are  speaking  of  fresh  fruit  now. 

^  Senator  Ransdell.  Yes;  fresh  fruit.     My  understanding  is  that 

it  comes  through  in  refrigerator  ships  instead  of  refrigerator  cars. 
I  have  not  gone  accurately  into  that,  but  I  think  that  is  correct, 
^  Senator  Norris. 

Mr.  French.  We  are  doing  some  of  that  out  in  Oregon;  puttii^ 
it  in  refrigerator  ships. 
^  The  Chairman.  How  many  days  does  it  take  to  ship  by  way  of  the 

▼f^       Panama  Canal  from  Seattle  to  New  York  City  ? 

Mr.  French.  I  think  it  takes  about  30  days.  I  don't  know 
positively. 

The  Chairman.  No;  I  think  you  are  wrong  about  that. 
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Mr.  French.  Some  of  the  faster  ships  go  quicker  than  that,  but 
I  think  the  average  steamer  takes  that  long. 

The  Chairman.  Well,  that  would  be  a  tramp  steamer,  probably. 

Mr.  French.  They  may  come  through  quicker  than  that. 

The  Chairman.  If  you  don't  know  I  won't  ask  you  about  that. 

Mr.  French.  I  don't  know  exactly.  I  know  the  time  it  takes  on 
general  shipments.  .  ^      ^  „ 

Senator  Gooding.  That  wheat  country  there  is  pretty  fully 
developed,  is  it  not,  in  Oregon,  Washington,  and  Idaho?  That  is, 
there  i^  not  much  of  an  opportunity  for  increased  production. 

Mr.  French.  Very  little. 

Senator  Gooding.  It  produces  practically  at  the  present  time  a 
hundred   million  bushels  of  wheat? 

Mr.  French.  The  entire  territory. 

Senator  Gooding.  It  has  pretty  nearly  reached  its  peak.  I  doubt 
if  it  will  ever  again  produce  as  big  a  crop.  At  least,  it  will  be  many 
years  before  it  produces  as  big  a  crop  as  it  did  this  year.  I  think  our 
yield  is  about  as  good  as  ever  known  in  Idaho;  I  think  the  best  we 
nave  ever  had.  It  was  an  extremely  favorable  year  in  moisture  and 
everything  else.  It  was  a  remarkable  crop.  I  feel  quite  sure,  Mr. 
Chairman,  that  there  is  no  need  of  any  alarm  about  any  great  increase 
of  wheat  in  this  country  unless  the  price  of  wheat  should  become 
much  higher  than  on  other  farm  products.  This  bill,  of  course, 
keeps  them  all  along  in  about  the  same  relative  position  as  far  as  their 
valuation  is  concerned,  which  I  think  makes  it  very  desirable,  very 
much  better  than  my  wheat  stabilization  bill,  because  that  would 
stabilize  wheat  alone. 

Mr.  French.  Conditions  in  my  State  are  very  much  the  same  as 
in  Idaho  and  Oregon.  As  a  matter  of  fact,  a  great  deal  of  acreage 
has  been  plowed  up  and  put  to  wheat  that  never  ought  to  have  been, 
and  it  has  gone  back. 

Senator  Gooding.  That  was  during  the  war? 

Mr.  French.  During  the  war;  yes.     That  has  gone  back.     It  was 

too  dry. 

The  Chairman.  Is  that  all,  Mr.  French  ? 

Senator  Ransdell.  I  wanted  to  ask  a  question.  Mr.  French,  you 
stated,  if  I  heard  you  right,  that  you  got  an  average  of  about  25 
bushels  of  wheat  to  the  acre  ? 

'\{v  French    "Yes  sir.  ' 

Senator  Ransdell.  The  average  for  the  Nation  is  about  18  bushels 

to  the  acre,  is  it  not  ? 
Mr.  French.  Yes,  sir.  .  i       •  u 

Senator  Ransdell.  So  there  must  be  some  regions  where  the  yield 

is  very  much  lower.     You  evidently  produced  a  very  magnificent 

The  Chairman.  Senator,  you  ought  to  take  into  consideration  that 
they  only  produce  every  other  year. 

Senator  Ransdell.  Oh,  that  is  so.  I  misunderstood  that.  I  am 
glad  you  called  that  to  my  attention. 

It  has  been  called  to  my  attention— I  don't  know  that  it  has  been 
put  into  the  record — ^if  we  produced  the  million-odd  tons  of  sugar  that 
we  annually  import  and  pay  upward  of  a  billion  dollars  for,  we  would 
save  that  and  make  a  great  deal  more  on  the  wheat.     They  say  the 
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Germans  have  produced  a  wonderful  crop  of  wheat  as  a  result  of 
rotation  with  beets. 

Mr.  French.  We  have  soil  well  adapted  to  the  growing  of  sugar 

beets,  but  with  us  labor  is  the  great  question.     In  some  way  or 

another  our  American  farmers  have  never  been  able  to  hve  the  same 

^         kind  of  life  that  the  Europeans  and  many  other  people  have.     It  is 

^         difficult  for  them  to  place  themselves  on  the  same  basis.     They  are 

not  able  to  work  as  cheaply. 

\         Senator  McNary.  A  great  deal  of  your  land  is  such  that  you  could 

^  not  use  it  for  purposes  of  rotation  ?  •       •    j 

Mr.  French.  No;  not  at  all,  because  our  wheat  production  is  dry 
farming.     We  do  not  produce  wheat  to  any  extent  where  there  is 
irrigation,  and  we  would  not  get  enough  moisture  on  the  wheat  lands 
*•         of  our  State  to  produce  beets. 

Senator  Ransdell.  You  have  to  have  a  great  deal  of  moisture  to 

produce  beets. 

Mr.  French.  Yes,  sir. 

STATEMENT  OF  MR.  R.  R.   WHITE,  ASSISTANT  SUPERVISOR, 
DEPARTMENT  OF  AGRICULTURE  OF  THE  STATE  OF  WASH- 
A  INGTON. 

The  Chairman.  State  your  name,  Mr.  White. 

Mr.  White.  R.  R.  White. 

The  Chairman.  What  is  your  business? 

Mr.  White.  Assistant  supervisor  of  the  department  of  agriculture 
of  the  State  of  Washington. 
♦i^'  The  Chairman.  How  long  have  you  been  assistant  supervisor? 

Mr.  White.  Four  years. 

The  Chairman.  What  were  you  doing  before  that  ? 

Mr.  White.  Farming. 

The  Chairman.  All  right.     Now  you  may  proceed. 

Mr.  White.  I  perhaps  am  in  a  position  that  to  simply  go  on  and 
tell  my  story  would  be  to  repeat  what  Senator  French  has  said,  and 
^.  I  have  canvassed  this  situation  with  the  understanding  that  the 
Senators  would  ask  me  questions,  and  if  there  is  anything  in  the  way 
of  statistics  or  information  that  you  wish  to  bring  out,  I  perhaps 
might  be  in  a  position  to  answer. 

As  to  the  yield  of  the  crops  in  the  State  and  as  to  diversification, 
my  work  brings  me  entirely  m  touch  with  the  whole  ground  of  super- 
vision of  production.     Of  course,  that  has  been  brought  out  by  Mr. 
^  French.     It  is  very  much  larger  than  ordinarily.     Of  course  it  is 

larger  than  the  State  of  Washington  has  ever  had.     I  believe  that  is 
.also  true  of  Oregon.     Idaho  I  do  not  know  as  well.     They  are  bringing 
into  the  Pacific  Northwest,  to  export  through  the  Columbia  River  by 
^  way  of  the  Puget  Sound  Ports,  greater  quantities  than  any  other  port 

in  the  United  States,  and  perhaps  more  wheat  is  raised  in  those  three 
States  by  a  great  many  milUon  bushels  than  we  have  ever  exported, 
Jik  In  other  words,  we  figure  that  the  total  export  of  wheat  of  the  United 

^^' '         States  is  120,000,000  bushels  this  year.     Last  year  we  had  consider- 
ably more  than  that;  almost  up  to  168,000,000. 

Senator  Gooding.  Let  me  understand  you.     You  exported  that 
much? 
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Mr.  White.  We  will  export.  We  have  exported  over  70,000,000 
bushels  so  far. 

Senator  Gooding.  Of  this  year's  crop  ? 

Mr.  White.  Of  this  year's  crop.  The  export  demand  has  been  a 
little  greater  than  in  previous  years. 

The  Chairman.  You  are  confining  yourself  to  the  Pacific  coast 

territoiy,  are  you  ? 
Mr.  White.  No;  on  that  last  statement,  that  was  general  all  over 

the  United  States. 

The  Chairman.  That  is  what  I  wanted  to  know.  In  speakmg  of 
the  export  of  wheat  you  mean  the  exportations  from  the  entire 

United  States  ?  .      ^r     ^^ 

Mr.  White.  Yes.     The  exports  from  the  Pacific  Northwest  have 

been  about  34,000,000  to  38,000,000  bushels. 
Senator  Gooding.  This  year? 
Mr.  White.  Yes.     I  speak  of  that  as  wheat.     That  is  wheat  and 

wheat  products.  . 

Senator  Gooding.  What  would  it  be  for  the  entire  year  ?     What  was 

it  for  last  year's  crop  ? 

Mr.  White.  From  all  over  the  United  States? 

Senator  Gooding.  No.  I  am  talking  about  the  Pacific  coast. 
That  is  what  we  want  to  develop.  .    . 

Mr.  White.  Well,  very  much  less.     I  just  don't  have  the  statistics. 

Senator  Gooding.  We  exported  last  year  from  Portland  alone 
32,000,000  bushels  of  wheat,  or  wheat  and  flour,  the  equivalent  of 
32,000,000  bushels.     I  did  not  get  the  exports  from  Seattle   and 

Tacoma.  x^      ,      i     i  r 

Mr.  White.  That  runs  about  50  higher  than  Portland,  that  out  of 

Puget  Sound. 

Senator  Gooding.  Portland  is  the  highest  ? 

l^T  ^^TTnTF    Y^es  sir. 

Senator  Gooding.  Do  you  know  anything  about  Canadian  exports 
this  year  as  compared  to  last  year  ? 

Mr.  White.  Their  exports  exceeded  that.  They  were  more  than 
they  ever  had  in  the  history  of  the  country. 

Senator  Gooding.  That  is  from  the  Puget  Sound  country? 

Mr.  White.  Yes.  I  am  not  so  sure  but  that  is  not  true  of  the 
entire  Canadian  Provinces. 

Senator  Gooding.  This  year  they  raised  469,000,000  bushels  of 
wheat.  That  is  the  production  in  Canada  this  year.  That  is  the 
last  word,  I  think,  on  it.  Do  you  know  what  Canada's  export  was 
last  year  from  Puget  Sound  ?  ,       v    , 

Mr.  White.  About  5,000,000  bushels,  if  I  recall  it,  and  they  had  a 
great  deal  more  than  that  this  year.  ,  , 

Senator  Gooding.  And  that  wheat  comes  in  direct  competition 
with  our  wheat  ? 

Mr.  White.  Yes.  You  can  buy  perhaps  better  milling  wheat  for 
seven  cents  a  bushel  less  through  Washington  than  you  can  through 
Puget  Sound.     For  a  time  until  Canadian  wheat  moved  it  was 

holding  our  wheat  back.  r^       ji- 

Senator  Gooding.  Let  me  ask  you  this  question.  Is  any  Canadian 
wheat  shipped  over  into  the  Puget  Sound  country  which  pays  a 
tariff  of  30  cents  a  bushel  to  blend  with  our  wheat,  or  anything  of 
that  kind? 
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Mr.  White.  No,  sir.  Our  wheat,  in  the  Pacific  Northwest,  if 
it  is  blended  at  all,  is  blended  with  the  Montana  wheat.  We  have 
what  is  known  as  an  export  rate  on  Montana  wheat  east  of  Billings 
that  brings  the  wheat  west.  There  has  been  a  great  deal  of  Canadian 
wheat.     That  is  what  has  held  back  our  wheat. 

Senator  Gooding.  Do  you  know  what  that  export  rate  is  ? 

Mr.  White.  That  is  about  3  cents  a  bushel  less  than  the  regular 
i*fl.t  p  A 

Senator  Gooding.  Less  than  the  regular  rate? 

Mr.  White.  Yes,  sir. 

The  Chairman.  What  is  the  regular  rate? 

Mr.  White.  The  regular  rate  is,  I  think,  about  35  cents. 

The  Chairman.  Then  the  export  rate  would  be  about  32  cents  ? 

M^r   VVhite    Yes  sir. 

The  Chairman.  I  think  perhaps  the  committee  took  from  your 
answer  that  the  export  rate  was  3  cents.  I  didn't  think  that  was 
what  you  meant  to  say. 

Senator  Gooding.  About  3  cents  below  the  regular  rate. 

The  Chairman.  Yes;  but  from  his  statement  one  would  get  the 

idea  that  that  was  the  rate.  ,1 

Senator  Capper.  What  success  did  you  have  with  what  is  known 
as  the  wheat  pool  up  there  in  your  State  ? 

Mr.  White.  I  think  the  wheat  pool  in  that  section  has  been  a 
wonderful  thmg;  it  has  had  a  wonderful  effect.  Whether  it  stimu- 
lated the  price  or  not  I  do  not  know,  but  it  has  had  a  wholesome 
effect  in  bringing  the  farmer  more  into  his  own  problem,  causing  hina 
to  give  it  more  careful  study,  and  it  has  enabled  him  to  understand 
more  the  things  that  determine  the  price. 

Senator  Gooding.  Has  the  price  of  labor  in  the  Washington  wheat 
fields  been  put  into  the  record  yet  ?  If  not,  are  you  familiar  with  the 
price  of  labor  paid  in  the  wheat  fields  ?  it 

Mr.  White.  No;  only  in  a  general  way.  The  information  that  1 
get  in  talking  with  the  farmer  is  that  for  such  labor  as  there  is  the 
rate  is  $5  a  day,  and  combine  men  were  paid  as  high  as  $18  to  $20  a 
day. 

The  Chairman.  What  is  a  combine  man  ? 

Mr.  White.  Those  are  the  men  who  operate  the  combme  harvester. 

The  Chairman.  Do  you  mean  $20  per  man?  _ 

Mr.  White.  Per  man,  yes;  and  any  amount  of  the  skilled  machinists 
run  as  high  as  $25.     That  is  the  general  thing. 

The  Chairman.  Now,  that  is  the  man  that  operates  the  machine 
that  cuts  it  and  threshes  it? 

ACr   VVhite    Y^es  sir. 

The  Chairman.  How  many  men  does  it  take  to  operate  that  kind 

of  machine  ?  ' 

Mr.  White.  The  large  machine,  probably  seven  or  eight  men. 
The  Chairman.  Would  each  one  of  those  seven  or  eight  men  get 

those  wages  ?  i      i  * , 

Mr.  White.  What  we  call  the  back  filler  and  shocker  gets  $1  an 

hour.  ,  . 

Senator  Gooding.  They  are  all  high  class  men.  It  is  a  machme, 
as  you  know,  that  cuts  the  grain,  threashes  it,  fills  the  sacks  and 
dumps  them  in  piles    We  haven't  got  to  miUing  it  yet. 

Senator  McNary.  The  machine  you  mention  is  only  for  harvesting  i 


574 


PURCHASE   AND  SALE   OF   FARM   PRODUCTS. 


PURCHASE  AND   SALE   OF  FARM  PRODUCTS. 


575 


Mr.  White.  For  harvesting. 

Senator  Gooding.  I  was  speaking  of  the  general  wages.  I  had  in 
mind  a  discussion  with  the  Director  of  the  Reclamation  Service,  who 
is  a  large  farmer  in  Washington,  in  which  it  developed  that  they  were 
paying  $5  a  day. 

The  Chairman.  What  did  you  pay  before  the  war  ?  You  did  not 
have  these  machines  then,  dia  you  ? 

Mr.  White.  Yes;  just  the  same. 

The  Chairman.  What  did  they  pay  then? 

Mr.  White.  The  wages  then  ran  S2.50  to  S3  and  $4. 

The  Chairman.  For  these  same  high-class  machinists  ? 

Mr.  White.  No. 

The  Chairman.  Take  those  fellows  who  get  $18  a  day  now;  how 
much  did  they  get  before  the  war  ? 

Mr.  White.  I  would  not  be  in  position  to  answer  that.  The 
ratio,  I  think,  is  maintained. 

The  Chairman.  Maybe  you  can  tell  us  about  that.  Does  it 
require  an  expert  machinist  to  operate  those  machines  ? 

Mr.  White.  Yes,  sir.  Senator.  You  have  32  head  of  horses  on 
those  machines,  and  these  men  have  to  give  very  careful  attention 
to  them  all  the  time.     A  few  minutes  is  very  important  at  times. 

The  Chairman.  The  farmer  himself  as  a  rule  does  not  own  the 
machine,  does  he  ? 

Mr.  White.  No. 

The  Chairman.  It  is  like  a  threshing  machine;  it  goes  around 
from  farm  to  farm  ? 

Mr.  White.  It  is  on  that  same  order.  Some  big  farms  do  have 
their  own  machines. 

The  Chairman.  Ordinarily  the  man  who  owns  that  machine 
hires  his  own  men,  and  does  he  furnish  his  own  horses  ? 

Mr.  White.  I  understand  he  does. 

The  Chairman.  And  the  farmer  boards  the  crew  ? 

Mr.  White.  No;  they  have  their  own  boarding. 

The  Chairman.  They  board  themselves  ? 

Mr.  White.  Yes,  sir. 

The  Chairman.  Just  like  a  threshing-machine  outfit  does? 

Mr.  White.  Yes,  sir;  very  largely  the  same. 

The  Chairman.  And  they  go  from  one  farm  to  the  other  ? 

Mr.  White.  Yes,  sir. 

wSenator  Gooding.  Labor,  even  at  that  price,  was  very  scarce  ? 

Mr.  White.  Yes.  There  was  quite  a  good  bit  of  inconvenience 
from  lack  of  labor. 

The  Chairman.  What  does  that  kind  of  an  outfit  cost  to  buy? 

Mr.  White.  I  could  not  tell  you. 

The  Chairman.  It  .takes  about  30  horses  to  pull  it. 

Mr.  White.  Thirty-two.  They  have  what  they  call  the  baby 
combine,  which  is  a  small  combine  that  a  few  men  can  operate  that 
can  be  operated  on  a  small  farm. 

The  Chairman.  How  many  acres  would  they  cut  ? 

Mr.  White.  Theoretically  they  should  cut  20 — 15  or  20. 

The  Chairman.  Are  any  of  those  machines  operated  by  tractors 
instead  of  horses  ? 

Mr.  White.  This  year  a  few  of  them  are  put  into  use  because  of 
the  scarcity  of  labor. 
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Senator  Gooding.  There  is  a  motor,  is  there  not,  on  these  big 
combines,  that  runs  the  threshing  machine  ? 

Mr.  White.  Yes. 

Mr.  Johnson.  You  have  no  twine  bill  to  pay,  though,  when  you 
have  those  machines  ? 

Mr.  White.  Well,  the  twine  that  you  would  use  with  a  harvester 
is  taken  care  of  by  the  twine  you  use  in  your  sacks.  It  amounts 
to  the  same  thing. 

Senator  Johnson.  You  mean  to  tie  the  sacks  ? 

Senator  Gooding.  To  sew  the  sacks. 

The  Chairman.  Oh,  you  sew  them  ? 

Mr.  White.  Yes,  sir. 

Senator  Gooding.  You  handle  all  your  wheat  in  that  way  ? 

Mr.  White.  About  two-thirds  of  it.  Our  wheat  counties  in  the 
State  of  Washington  are  in  the  east  and  southeast  sections  only. 
Adams,  Asotin,  Columbia,  Douglas,  Franklin,  Garfield,  Grant,  Lin- 
coln, Okanogan,  Spokane,  Stevens,  Walla  Walla,  Watcom,  and 
Whitman  Counties  are  distinctly  wheat  counties.  The  average 
farms  are  from  500  to  over  1,000  acres.  These  farms  will  not  lend 
themselves  to  diversification. 

We  raise  but  little  corn  in  the  State,  only  perhaps  3,000,000  bushels. 
That  is  used  in  some  sections,  in  the  semidry  wheat  farming  districts, 
as  a  rotation  crop,  but  it  is  not  practical  in  the  Pallouse  country. 

Take  in  those  counties  the  question  of  diversification.  I  notice 
in  the  1920  census  report  that  they  had  a  very  well  balanced  diversi- 
fication in  livestock,  and  the  State  report  on  the  value  of  horses  was 
nearly  $3,000,000,  and  the  ratio  in  these  counties  on  that  project 
was  very  generally  the  average  of  the  entire  State.  Take  our  cattle. 
We  havenad  perhaps  $50,000,000  worth  of  cattle  in  the  State  of 
Washington.  Two-triirds  of  that  amount  is  dairy  cattle,  young 
stock.  Sheep  and  hogs  will  run  another  $12,000,000  to  $15,000,000. 
So  those  are  equally  distributed  in  this  district.  In  other  words,  all 
the  scrap  land,  the  pasture  land,  is  being  utilized  for  stock  diversi- 
fication. On  those  same  farms  you  will  find  a  niunber  of  chickens 
and  other  poultry.  It  runs  very  high.  So  that  that  is  strung  out 
all  through  the  wheat  belt.  Our  apple  industry  in  the  State  is  worth 
each  year  about  $50,000,000.  The  report  of  the  State  department 
of  agriculture  shows  that  the  State  of  Washington's  commercial 
apple  crop  constitutes  25  per  cent  of  the  commercial  apples  of  the 
whole  of  the  United  States. 

In  the  small-fruit  industry,  particularly  in  the  berry  lines,  we  are 
very  well  diversified. 

The  Chairman.  In  that  country  around  Okanogan,  have  they  not 
been  developing  fruit  there  for  the  last  10  or  15  years  ? 

Mr.  White.  Yes.     There  are  small  irrigation  tracts  there. 

The  Chairman.  Take  right  around  Okanogan.  Okanogan  town 
is  located  on  the  Okanogan  River.  You  have  an  irrigation  plant 
that  comes  down  from  the  mountains  there,  right  around  Okanogan, 
have  you  not  ? 

Mr.  White.  Yes,  sir. 

The  Chairman.  Is  not  that  a  fruit  country  there  ? 

Mr.  White.  Yes.     From  Wena tehee  that  is  dry  country. 

The  Chairman.  From  Wenatchee  going  north  up  the  Columbia 
River  to  the  Okanogan  River  it  is  a  fruit  country  all  the  way  up 
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there,  is  it  not,  and  as  you  go  back  from  the  Columbia  River,  after 
you  get  away  from  the  bluffs 

Mr.  White.  That  goes  off  into  wheat  land.  There  is  not  much 
irrigation  after  you  pass  the  river. 

The  Chairman.  Well,  when  you  get  up  to  the  mouth  of  the 
Okanogan,  it  comes  into  the  Columbia  there.  Has  there  not  been 
a  great  deal  of  fruit  planted  there  ? 

Mr.  White.  Yes;  but  it  has  not  all  been  successful  on  account  of 
lack  of  water. 

The  Chairman.  That  is  what  I  was  coming  to.  To  get  that  irri- 
gated up  there  you  had  to  pump  the  water,  didn't  you  ? 

Mr.  White.  I  don't  know  that  there  is  any  pumping  plant  there. 

The  Chairman.  Where  do  you  get  your  water,  for  instance,  to 
irrigate  the  fruit  orchards  off  from  the  Columbia  River,  when  you  are 
going  up  to  Okanogan,  along  the  Columbia  River?  Where  do  you 
get  that  water  ? 

Mr.  White.  Senator,  I  would  not  be  qualified  to  answer  that  ques- 
tion, but  I  am  satisfied  Mr.  French  may  know.  I  am  not  familiar 
with  the  irrigation  project. 

The  Chairman.  Are  you  familiar  with  the  country  between 
Okanogan  and  ConconnuJly? 

Mr.  White.  No,  sir;  not  there. 

The  Chairman.  Are  you  familiar  with  the  country  around  Chelan 
Lake  ?  They  irrigate  there.  They  raise  a  lot  of  fruit  there.  Where 
do  they  get  their  water  from  ? 

Mr.  White.  From  the  river. 

The  Chairman.  Take  Chelan  now.  That  is  a  few  miles  off  from 
the  Columbia  River  and  several  hundred  feet  above  the  Columbia 
River.     How  do  they  get  the  water  up  there  ? 

Mr.  White.  I  couldn't  tell  you. 

The  Chairman.  Do  you  know  whether  they  have  done  anything 
with  Chelan  Lake  there?  Have  they  developed  any  water  power 
there  ? 

Mr.  White.  I  am  not  familiar  with  that.  They  are  developing, 
I  understand.  I  don't  know  that  I  can  answer  your  question  as  to 
the  extent. 

The  Chairman.  Now,  up  from  Okanogan  to  ConconnuUy,  do  you 
know  what  little  stream  flows  up  there?  It  is  some  stream  they 
dammed  at  ConconnuUy  that  creates  a  big  reservoir  right  near  Con- 
connuUy, from  which  they  get  the  water  to  irrigate  the  peach  orchards 
from  there  down  to  Okanogan. 

Mr.  White.  No;  I  am  not  familiar  with  that. 

The  Chairman.  That  used  to  be  a  great  silver-producing  country. 

Senator  Johnson.  What  is  your  opinion,  Mr.  White,  about  this: 
If  the  price  of  wheat  goes  up  50  cents  a  bushel,  will  that  have  a  ten- 
dency to  raise  the  price  of  other  commodities?  I  mean  other  com- 
modities that  the  farmers  have  to  buy. 

Mr.  White.  There  may  be  a  sympathetic  raise  that  would  not  be 
in  proportion  with  the  raise.  I  tnink  the  minute  that  you  get  wheat 
where  it  is  yielding  a  fair  return  to  the  farmer  you  wiU,  perhaps, 
find  that  the  organized  industries,  such  as  hides  and  leather,  will 
take  advantage  of  the  farmer's  condition. 
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Senator  Johnson.  If  the  price  of  bread  goes  up— for  instance,  a 
cent  or  two  a  loaf — on  account  of  this,  or  even  half  a  cent  a  loaf,  wiU 
that  tend  to  curtaU  consumption  ? 

Mr.  White.  I  would  not  think  it  would,  with  bread;  no,  Senator, 
because  we  have  already  curtaUed  about  as  far  as  we  can  on  bread 
consumption.  In  the  Pacific  Northwest  we  have  a  very  large  miUmg 
capacity.  We  have  the  largest  in  the  United  States,  contained  m 
Washington  and  Oregon,  about  70,000  barrels  a  day.  We  have  suffi- 
cient mflling  capacity  to  miU  aU  the  wheat  that  is  raised  in  the  North- 
west, and  the  carry  over  last  year  in  the  State  of  Washington  was 
about  1,900,000  bushels.  The  carry  over  in  the  United  States  for  the 
last  number  of  years  has  been  aroimd  seventy  to  seventy-eight  million 
bushels.  They  call  that  a  carry  over.  It  is  a  good  deal  like  the  work- 
ing capital  of  an  institution,  a  little  here  and  a  little  there,  a  few 
bushels  in  each  elevator.  There  is  no  such  thing  as  a  surplus  of  wheat 
in  the  United  States 

The  Chairman.  Are  you  f amiUar  with  the  WaUa  WaUa  country  ? 

Mr.  White.  Fairly  well.  . 

The  Chairman.  Now,  going  up  from  WaUa  WaUa  toward  Waits- 
burg,  that  used  to  be  exclusively  wheat.  Have  they  not  got  a  good 
deal  of  wheat  in  there  now  ? 

Mr.  White.  They  have  what  we  call  farm  orchards.  There  is 
quite  a  little  produced  in  there  now  commercially.  Of  course,  in  aU 
those  places  you  will  find  some. 

The  Chairman.  Now,  in  that  country  in  there  is  the  wheat  har- 
vested by  these  machines  that  you  spoke  of  a  while  ago  ? 

Mr.  White.  Hilly  wheat  lands  it  is  better  for  the  combine.  The 
machines  are  made  specificaUy  for  hilly  lands.  They  are  high  on 
one  side  and  low  on  the  other. 

The  Chairman.  That  kind  of  a  machine  would  not  work  m  a 
level  country? 

Mr.  White.  They  have  some  adjustments. 

The  Chairman.  How  much  of  a  wheat  crop  do  they  raise  in  that 
country?  Do  they  raise  wheat  there  every  year,  or  do  they  have 
to  summer  fallow  ? 

Mr.  White.  GeneraUy  aU  through  the  Wheat  Belt  they  summer 

fallow. 

The  Chairman.  Then  they  don't  raise  a  crop  every  year? 

Mr.  White.  There  have  been  times  when  that  would  apply  once 
in  three  years.     There  is  a  little  of  that  done  yet,  but  not  a  great  deal. 

The  Chairman.  Is  that  country  developed  in  there?  Is  it  set- 
tled up? 

Mr.  White.  No.  I  am  not  entirely  familiar  with  the  past  history 
of  the  population,  but  it  is  a  little  bit  more  than  it  was  a  few  years 
ago.     The  farms  are  gradually  growing  larger  and  people  moving 

to  the  city. 

The  Chairman.  Is  that  country  from  Coulee  Junction,  where  the 
railroad  branches  off  and  goes  to  Spokane,  well  populated  ? 

Mr.  White.  There  are  large  farms.  It  has  not  lost  many  people, 
but  it  has  not  gained  in  population. 

The  Chairman.  How  are  those  farmers  getting  along?  Are  they 
prosperous  ? 

Mr.  White.  No;  the  farmer  is  not  prosperous.  Taking  it  on  fur- 
ther north,  in  that  section  of  the  State  of  Washington,  last  year  the 
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State  appropriated  $250,000  to  buy  seed  for  the  farmers,  particu- 
larly along  the  Great  Northern,  in  Franklin  and  Douglas  and  Grant 
Counties. 

The  Chairman.  What  is  the  county  west  of  the  county  of  which 
Walla  Walla  is  the  county  seat  ? 

Mr.  White.  I  just  can  t  recall. 

STATEMENT  OF  MR.  CHABLES  J.  BBAND,  CONSULTIKa 
SPECIALIST,  DEPABTMENT  OF  AGBICULTUBE,  WASHING- 
TON, D.  C. 

The  Chairman.  We  all  know  who  you  are,  Doctor,  but  so  as  to  put 
it  all  in  the  record,  state  it. 

Mr.  Brand.  Charles  J.  Brand,  consulting  specialist  on  marketing, 
Department  of  Agriculture. 

The  Chairman.  How  long  have  you  been  there  as  such  specialist  ? 

Mr.  Brand.  About  20  months. 

The  Chairman.  What  did  you  do  prior  to  that  time  ? 

Mr.  Brand.  Just  prior  to  that  I  was  vice  president  and  general 
manager  of  the  American  Fruit  Growers  (Inc.),  an  organization  of 
the  fruit-growing  industry  with  headquarters  at  Pittsburgh,  for  three 
years. 

The  Chairman.  Before  that  you  were  with  the  Department  of 
Agriculture  ? 

Mr.  Brand.  Prior  to  that  for  six  and  a  half  years  I  was  chief  of  the 
Bureau  of  Markets,  which  I  organized  in  1914.  Prior  to  that  I  was 
director  of  Plant  Industry  of  the  Department  of  Agriculture,  from 
1903  to  1915. 

The  Chairman.  Doctor,  we  don't  want  to  confine  you  to  this  one 
bill.  You  can  talk  about  any  bill  you  want  to  that  is  pending  here. 
We  have  a  sort  of  general  understanding  already  that  you  are  one 
of  the  men  who  drafted  the  McNary-Haugen  bill.  Tell  us  about  that. 
How  did  it  come  about  ? 

Mr.  Brand.  Mr.  Chairman,  I  don't  want  to  take  too  much  credit 
in  respect  to  it.  It  is  a  matter  that  has  been  growing  for  at  least 
three  years  in  the  minds  of  the  farming  community,  ever  since  the 
time  of  the  National  Agricultural  Congress  that  was  called  by  Mr. 
Wallace  at  President  Harding's  direction  in  January,  1921,  and  from 
that  date  on  to  this — I  was  not  then  connected  with  tne  department — I 
have  been  interested  in  this  matter  to  a  considerable  extent,  so  that 
when  urgent  requests  kept  coming  from  the  countrv  during  the 
last  spring  and  summer  that  something  be  shaped  up  along  this  line, 
Secretary  Wallace  asked  me  if  I  would  not  taKe  hold  of  me  matter 
and  shape  up  the  draft  of  the  bill,  which  I  did,  and  from  that  point 
on  I  want  to  say  that  the  drafting  sections  of  the  Senate  and  the  House 
took  hold  of  my  very  rough  work  and  put  it  in  very  excellent  shape. 
I  claim  no  credit  for  the  excellent  shape  that  the  bill  is  in. 

The  Chairman.  In  starting  out  to  study  the  proposition  you  had 
other  bills  and  other  propositions  that  had  been  laid  before  you  ? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  And  among  the  number  was  the  bill  introduced 
by  me,  known  in  these  hearings  as  the  Norris  bill  ? 

Mr.  Brand.  Yes;  Mr.  Chairman.  I  not  only  had  your  bill  but 
others.     Your  bill  was  one  of  the  earher  ones.     That  has  been  up 
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for  some  time.  Some  of  these  more  recent  bills  I  did  not  have, 
such  as  the  Burtness  bill,  and  a  bill  by  Senator  Norbeck  and  some 
amendments  from  the  House,  but  whose  name  at  this  moment  I  do 
not  recall,  and  a  number  of  other  bills.  Oi  course  I  had  previous 
experience  in  drafting  the  food  control  and  production  act,  the 
warehouse  act,  the  grain  standards  act,  and  the  cotton  futures  act. 
They  are  all  pieces  of  legislation  with  which  I  had  much  to  do  in 
their  inception  and  final  passage,  and  in  their  administration. 

Now,  as  I  understand  it,  the  Secretary,  yourself,  perhaps,  and 
others  interested  in  trying  to  meet  the  situation  of  the  unfortunate 
farmers,  were  not  satisfied  with  any  of  these  other  bills.  Because  of 
various  objections  one  way  or  another  you  thought  it  would  not  be 
a  good  idea  to  enact  them.  This  bill  now  known  as  the  McNary  bill 
was  the  outcome  of  the  work  of  those  who  wanted  to  get  something 
before  us  that  was  considered  more  practical  in  place  of  these  other 

bills.  1    1  •    1  -n 

The  Chairman.  Well,  I  sot  the  idea  that  you  drafted  this  bill. 

Mr.  Brand.  I  could  hardly  say  that,  Mr.  Chairman. 

The  Chairman.  Well,  give  us  the  facts. 

Mr.  Brand.  This  was  the  view  that  I  took  of  the  matter.  The 
problem,  first,  is  a  very  many  sided  problem,  and  no  one  bill  can 
touch  all  of  its  phases.  For  instance,  as  I  imderstand  the  Norris  bill 
it  aims  to  secure  results  by  the  hope  of  a  more  efficient  marketing 
agency  to  be  capitaHzed  by  the  Government. 

The  Burtness  bill  hopes  to  reach  the  result  by  extending  loans  to 
those  distressed  farmers,  particularly  in  the  great  wheat  area;  and 
similarly  with  the  other  bills.  . 

The  McNary-Haugen  bill  aims  rather  to  reach  the  point  of  doing 
something  for  the  price  of  the  distressed  commodities,  which  are  out 
of  parity  with  the  prices  of  all  other  commodities.  In  other  words,  it 
was  not  an  invidious  distinction  they  were  drawing;  it  was  rather 
trying  to  reach  another  point  in  the  problem,  and  I  have  no  doubt 
Senator  McNary  and  Mr.  Haugen  had  that  same  point  in  mind. 

The  Chairman.  I  don't  want  you  to  get  the  idea.  Doctor,  that  I 
am  asking  these  questions  from  any  selfish  viewpoint. 

Mr.  Brand.  No;  I  had  not  thought  that.  I  did  not  have  that  in 
mind,  but  I  did  not  want  you  to  feS  that  we  were  condemning  some- 
thing else  or  somebody  else's  project. 

The  Chairman.  I  don't  care  whether  you  condemn  it  or  not.  I 
presume  ''condemn"  would  not  be  the  right  word,  but  you  would  in 
a  way.  But  I  am  not  criticizing  any  bill.  Maybe  it  ought  to  be 
condemned.     I  don't  know.     But  this  is  the  outcome  of  it  all  ? 

Mr.  Brand.  Yes. 

The  Chairman.  Now,  you  do  not  pretend  hi  this  bill  to  reach  some 
of  the  points  attempted  to  be  reached  in  some  of  the  other  bills,  do 
you  ? 

Mr.  Brand.  No;  except  as  an  improvement  generallv  will  reach 
the  other  phases  of  the  trouble.  For  instance,  if  this  bill  were  to  be 
made  law,  and  if  it  were  effective,  and  if  it  did  increase  the  returns  of 
the  wheat  farmer  by  the  sum  of  $300,000,000  it  would  reheve  the 
situation  generally. 

The  Chairman.  For  instance,  in  this  bill  you  are  not  giving  con- 
sideration to  the  consumer,  are  you  ? 
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Mr.  Brand.  Yes,  we  are.  We  have  kept  him  in  mind  through- 
out our  consideration.  x     i,- 

The  Chairman.  Yes,  but  what  have  you  done  for  him. 

m  Brand.  We  look  upon  the  problem  in  this  way,  Mr.  Chairman: 
the  consumer  at  large  is  receiving  the  highest  wages  that  he  h^  ever 
received.  The  last  figures  I  recollect  are  about  220  compared  with 
100  normal  in  1914,  and  1914  was  a  fairly  high  wage  year,  whereas 
farm  prices  are  by  no  means  at  any  such  level.  1^  f arm  prices  advaiice, 
if  the  wheat  price  advances  compared  with  1920  level,  it  would  be 
about  118.  Therefore,  what  we  are  asking  here  is  to  produce  a 
parity,  an  equality  between  compensation  in  other  lines  and  compen- 
sation in  the  case  of  the  farmer's  products. 

The  Chairman.  Yes,  I  understand  that,  or  I  thmk  I  do  anyway, 
but  your  method  of  doing  that  is  to  raise  that  up  and  not  pull  the 
other  fellow  down. 

Mr.  Brand.  Yes,  sir.  ,       v.     ^  +^ 

The  Chairman.  When  you  do  that  won't  the  other  fellow  have  to 

pay  the  bill  ? 

Mr.  Brand.  Yes,  he  will.  ^    ti-  - 

The  Chairman.  Well,  that  would  increase  the  cost  of  livmg. 

Mr.  Brand.  I  think  undoubtedly  the  tendency  would  be  m  that 

direction,  but  it  would  be  in  that  direction  through  equity  and  in 

the  line  of  decreasing  the  disparity.  •  ^     ^v.     ^^^w^rv,  r.^ 

The  Chairman.  You  don't  undertake  to  go  mto  the  problem  of 
distribution.  I  think  the  bill  does  a  little,  but  not  to  a  great  extent. 
Mr.  Brand.  Yes,  it  does.  Of  course,  the  great  purpose  is  to  create 
a  businesslike  and  workable  method  of  separating  the  /^P^^ts 
from  the  totality  of  the  crop,  in  order  that  it  can  be  marketed  sepa- 
rately and  take  such  loss  as  is  necessary. 

The  Chairman.  That  is  not  my  question.  All  I  ^^^^p^^^^^^,  ^^^ 
is  the  barefaced  facts,  if  I  am  not  right  here..  I  ^l^mk  I  imderstan^^ 
it  Is  it  safe  to  say  in  this  bill  we  are  not  seekmg  to  remedy  the  evils, 
if  there  are  conceHed  to  be  evils,  and  I  thmk  there  are  m  distribu- 

%r.  Brand.  Only  in  so  far  as  this  biU  would  have  a  tendency  to 
bring  about  an  orderly  marketmg  of  the  surplus.  It  does  not  aun  to 
be  a  corrective  measure  in  itself.  i   x    j-  i.    u  +i^« 

The  Chairman.  That  is  the  idea.  You  do  not  seek  to  disturb  the 
men  engaged  in  the  distributing  business,  only  as  the  operations 
where  yfu^buy  this  exportable  surplus  would  "J^do'ijbtedly.  mterfere 
with  them.    Ttat  is  the  only  extent  to  which  you  interfere  with  them  ? 

Mr.  Brand.  That  is  correct.  The  pomt  of  this  bill  is  that jn  a^ 
emergency,  in  a  crisis  of  this  character,  you  can  iio*  J^^P^  <^»  <;°"^?* 
the  Ihole  system.  You  have  to  use  the  whole  system  as  it  stands 
and  effect  such  corrective  measures  as  you  may.  „n„ivsis 

The  Chairman.  These  questions  are  preliminary  to  your  ^n^lysis 
of  the  bUl,  because  I  want  you  to  understand  the  facte  as  they  really 
are  There  are  a  good  many  evils  m  the  distributing  system,  not 
coined  to  wheat  alone,  but  to  every thmg  in  the  food-producte  hue 
as  they  travel  from  producer  to  consumer. 

Mr.  Brand.  I  have  thought  so  for  many  years. 

The  Chairman.  Do  you  thmk  we  can  help  that  situation  by  legis- 
lation) 
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Mr.  Brand.  I  think  there  are  certain  types  of  legislation  that 
would  undoubtedly  be  helpful. 

The  Chairman.  I  suppose  it  would  be  conceded  that  in  this  sys- 
tem of  distribution,  as  it  goes  through  the  hands  of  middlemen,  the 
freight  question  would  arise,  would  it  not  ? 

Mr.  Brand.  Yes;  very  importantly.     Next  to  retailing  costs  the 
^        transportation  costs  are  the  highest  single  factor  in  the  total  cost. 

The  Chairman.  The  McNary-Haugen  bill  does  not  undertake  to 
help  the  transportation  question  or  the  retail  question,  does  it  ? 
*  Mr.  Brand.  Except  as  it  tends  toward  the  utilization  of  vessels  of 

the  United  States  in  transporting  the  products  to  foreign  countries. 

The  Chairman.  Does  it  do  that  ? 

Mr.  Brand.  That  is  one  of  the  features  behind  the  export  idea. 
*|jsj  The  Chairman.  You  do  not  utilize  these  ships  that  the  Govern- 

ment owns  that  are  not  being  used  ? 

Mr.  Brand.  Not  in  terms,  but  that  is  one  of  the  things  that  this 
corporation  would  expect  to  handle. 

The  Chairman.  Would  you  expect  this  corporation  to  handle  these 
ships  ? 

Mr.  Brand.  No;  I  would  not.     I  would  expect  the  Shipping  Board 
H       or  other  instrumentality  to  handle  them,  but  I  would  expect  the  cor- 
poration to  use  them. 

Senator  Gooding.  Australia  is  doing  that  at  the  present  time. 

Mr.  Brand.  To  an  extent,  Senator. 

The  Chairman.  Maybe  as  you  go  along  I  will  see  that,  but  I  don't 
understand  it  now. 

Mr.  Brand.  It  is  within  the  power  of  the  corporation  to  select  the 

k*        agencies  to  be  used. 

The  Chairman.  We  would  not  have  power  to  take  these  ships 
unless  there  was  something  in  the  law  to  give  you  that  power. 

Mr.  Brand.  I  have  not  in  mind  that  the  corporation  would  take 
those  ships.     I  thought  you  could  utilize  the  distributing  instrumen- 
talities that  are  available,  but  use  the  ships  of  the  United  States  to 
handle  the  grain. 
^  The  Chairman.  Where  is  there  a  provision  in  the  bill  that  would 

put  these  ships  to  work  ? 

Mr.  Brand.  It  is  in  the  powers  conferred  on  the  corporation. 
The  Chairman.  How  would  they  exercise  that  power  ?    They  could 
not  take  the  ships  themselves. 

Mr.  Brand.  By  negotiation  wdth  the  Shipping  Board. 
The  Chairman.  Well,  anybody  could  do  that  now,  could  they  not  ? 
^         You  would  not  need  any  law  for  that. 
^  Mr.  Brand.  No;  I  should  say  not. 

The  Chairman.  You  could  negotiate  and  get  the  Shipping  Board 
to  run  the  ships. 

Mr.  Brand.  It   is   a   question   under   the   present   circumstances 

whether  the  Government  corporation  would  be  practically  compelled 

by  public  sentiment,  if  not  otherwise,  to  use  these  instrumentaUties. 

^^  The  Chairman.  I  can  not  see  why  it  would  be  so  any  more  than 

^T         it  is  now.     Thev  could  do  that  now  without  the  enactment  of  any 

further  law.     Tnis  law  does  not  direct  them  to  do  it. 

Mr.  Brand.  There  is  no  present  stress  upon  any  exporter  of  grain 
to  use  ships  of  the  United  States.  In  fact  I  am  inclined  to  suspect 
that  they  use  other  ships  possibly  fully  as  freely  if  not  more  freely 
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ttian  they  use  our  own  ships.  The  United  States  Agricultural 
Export  Corporation  would  in  its  very  nature  use  them  to  the  exclu- 
sion of  other  ships  where  they  could  be  utilized. 

The  Chairman.  The  only  way  they  could  use  them  would  be  to 
induce  the  Shii)ping  Board  to  put  them  to  use. 

Mr.  Brand.   Yes;  which  they  would  be  very  glad  to  do. 

The  Chairman.  The  Shipping  Board  ? 

Mr.  Brand.  Yes. 

The  Chairman.  Is  there  anything  in  this  bill  directing  then^  to 
do  that,  even? 

Mr.  Brand.  No.  I  think  that  would  be  a  good  direction  to  put 
in  the  bill. 

The  Chairman.  You  think  it  would  ? 

Mr.  Brand.  Yes.  I  note  in  your  own  bill  some  mention  of  the 
use  of  those  ships. 

The  Chairman.  In  that  bill  I  specifically  direct  those  ships  to  be 
turned  over  and  used  for  that  purpose. 

Mr.  Brand.  I  think  my  only  defense,  if  I  may  characterize  it  as 
such,  would  be  that  it  would  seem  to  me  not  wise  to  direct  that  they 
be  turned  oyer,  but  to  require  their  utilization,  letting  the  Shipping 
Board  continue  to  operate  them,  as  they  have  the  machinery  for 
operation. 

The  Chairman.  All  right.  Go  ahead,  Doctor,  and  explain  the 
bill.  I  think  the  members  of  the  committee  have  quite  a  few  ques- 
tions they  want  to  ask  you. 

Mr.  Brand.  I  feel,  Mr.  Chairman,  as  if  I  were  bringing  coals  to 
Newcastle.  The  committee  has  given  so  much  attention  to  the  bill 
that  they  probably  understand  it  as  well  as  I  do. 

Senator  Ransdell.  I  don't  think  you  ought  to  feel  that  way 
about  it.  There  is  at  least  one  member  of  the  committee  that  would 
like  to  have  vou  explain  it.  You  have  studied  it,  and  we  would 
like  to  hear  the  bill  explained  by  some  one  who  knows  something 
about  the  subject.  I  think  you  ought  to  look  upon  us  as  students  in 
explaining  the  bill. 

Mr.  Brand.  I  don't  assume  to  be  a  teacher. 

The  Chairman.  Yes.  I  think  we  ought  to  start  in,  to  begin  with, 
on  the  assumption  that  it  is  not  a  very  simple  proposition. 

Senator  Ransdell.  It  is  a  tremendously  difficult  problem,  of 
course,  and  we  want  to  simplify  it  as  much  as  possible.  Don't 
assume  that  we  know  anything  about  it  now.  Start  at  the  beginning 
and  go  through  from  A  to  Z. 

Mr.  Brand.  Mav  I  say  when  I  was  asked  to  devote  myself  to  this 
matter  I  was  urged  from  all  angles  to  make  it  short  and  simple,  which 
reminds  me  of  the  people  who  want  a  short  and  simple  income  tax. 
There  is  no  such  animal.  So  it  is  with  this  particular  matter.  It  is 
a  rather  difficult  thing,  and  it  can  not  be  handled  on  too  simple 
grounds,  else  you  omit  much  that  ought  to  be  included.  The  chair- 
man himself  suggests  an  authority  that  might  well  be  included, 
directing  the  use  of  the  vessels  of  the  United  States,  and  so  forth. 

I  will  try  to  explain  the  thought  that  controlled  in  the  carrying  out 
of  the  plan. 

A  great  many  questions  are  involved  that  relate  themselves  to 
general  public  poHcy.  Therefore,  it  seemed  to  me  that  it  was  not 
wise  to  rely  upon  s  single  body  to  perform  all  of  the  functions  that 
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would  be  required  in  carrying  out  the  purposes  of  such  an  act.  There- 
fore I  adopted  the  device  of  a  commission,  which  would  care  for  all 
questions  of  public  policy  and  would,  to  an  extent,  be  a  supervisory 
body  controlling  the  most  important  actions  of  the  corporation  in 
such  matters,  for  instance,  as  the  determination  of  what  is  the  ex- 

?ortable  surplus.  That  affects  every  farmer  in  the  United  States, 
he  business  or  trading  organization,  at  such  time  as  this  organiza- 
tion would  be  a  trading  organization,  might  well  see  a  business  reason 
for  setting  the  exportable  surplus  figure  very  high.  The  result  of 
that  womd  be  high  prices  to  the  consumer,  unduly  high  prices. 
There  would  be  that  danger  to  the  consumers  in  this  country ;  there- 
fore matters  of  that  sort  are  left  in  the  hands  of  the  commission  and 
not  in  the  hands  of  the  corporation. 

Similarly,  with  respect  to  when  wheat  once  purchased  shall  be 
resold  in  the  domestic  market  rather  than  exported.  That  is  a  ques- 
tion which  is  left  to  the  public  policy  body;  namely,  the  commission. 

The  commission  is  made  up  of  three  Cabinet  officers  and  the  chair- 
man of  the  Tariff  Commission,  because  the  tariff  also  enters  into  this 
whole  problem.  Then  we  place  upon  the  commission  an  additional 
member,  the  administrative  commissioner,  and  the  three  functioning 
directors  of  the  corporation. 

Thus  we  have  the  Secretary  of  Agriculture  as  chairman,  the  Sec- 
retary of  Commerce  as  vice  chairman,  the  Secretary  of  the  Treasury, 
the  chairman  of  the  Tariff  Commission,  the  administrative  commis- 
sioner, and  the  three  directors  of  the  corporation,  the  three  functioning 
directors,  I  will  call  them,  for  convenience. 

Agriculture  thus  is  thoroughly  represented,  and  the  thought  was 
that  this  commission  would  be  sympathetic,  though  not  unduly  sym- 
pathetic, with  agriculture,  as  I  view  it. 

Two  of  the  functioning  members  of  that  commission  would  be  the 
nominees  of  the  Secretary  of  Agriculture,  and  he  himself  would  be 
one.  The  make-up,  as  a  consequence,  has  a  sufficient  agricultural 
representation  to  insure  its  being,  if  we  may  use  the  expression, 
agriculturally  minded.  The  only  position  created  in  this  particular 
section  of  the  bill  is  that  of  the  administrative  commissioner,  who 
would  be  the  functionary  always  on  the  job  at  the  commission,  to 
call  it  together  when  questions  arose  of  their  control  or  advice  or 
recommendation,  whether  to  the  corporation  or  to  the  president, 
whether  investigation  should  be  made.  He  would  be  the  one 
who  would  start  the  machinery  working  from  the  standpoint  of  the 
commission.  He  is  the  only  person  provided  under  the  commission 
who  is  additional  to  the  officers  already  in  the  service. 

The  corporation,  on  the  other  hand,  is  the  business-doing  body. 
As  far  as  possible  all  public  interest  questions  and  public  policy  ques- 
tions are  divorced  from  the  corporation. 

The  corporation  is  made  up  of  the  Secretary  of  Agriculture  as 
dtiairman,  the  Secretary  of  Commerce  as  vice  chairman,  and  three 
directors,  two  of  whom  would  be  selected  from  six  names  submitted 
to  the  President  by  the  Secretary  of  Agriculture,  and  one  of  whom 
would  be  selected  from  three  names  submitted  by  the  Secretary  of 
Commerce. 

We  would  then  have  a  board  of  directors  of  five  members — the 
Secretary  of  Agriculture,  the  Secretary  of  Commerce,  two  men  nomi- 
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nated  by  the  Secretary  of  Agriculture  and  appointed  by  the  President, 
with  the  advice  and  consent  of  the  Senate,  and  one  nominated  by  the 
Secretary  of  Commerce  and  appointed  by  the  President,  with  the 
advice  and  consent  of  the  Senate. 

The  Chairman.  That  means,  does  it  not,  to  get  down  to  the  real 
meaning  of  it  all,  that  all  of  those  names  are  selected  by  the  President 
of  the   United  States  ? 

Mr.  Brand.  They  are  all  selected  by  the  President  of  the  United 
States,  but  the  lists  are  submitted  to  him. 

The  Chairman.  Yes;  but  the  President  of  the  United  States  could 
name  every  man  on  that  list,  could  he  not  ?  What  is  the  use  of  put- 
ting in  that  machinery  when,  after  all,  the  President  is  going  to 
select  them  ?  Why  not  let  him  select  them  all  to  begin  with  ?  If  he 
told  the  Secretary  of  Agriculture  and  the  Secretary  of  Commerce 
that  he  wanted  this  man  or  that  man  on  the  list  submitted  to  him, 
it  would  be  submitted  to  him  without  any  question. 

Mr.  Brand.  I  could  not  say  as  to  that,  but  really  my  thought  was 
this,  that  by  arranging  such  a  method  of  selection  you  would  certainly 
have  a  corporation  responsive  and  sympathetic  to  American  agri- 
culture. 

The  Chairman.  I  think  it  is  a  beautiful  theory,  but  after  all 
practically  you  place  it  all  in  the  hands  of  the  President.  I  am  not 
complaining  that  it  ought  not  to  be  done,  but  it  seems  to  me  that  is 
just  what  you  have  done. 

Mr.  Brand.  That  is  essential,  I  suppose,  in  the  nature  of  the 
appointing  power  of  the  President.  You  can  not  limit  this  constitu- 
tional power. 

The  Chairman.  Exactly.  But  you  have  undertaken  here  to  have  a 
list  furnished  from  which  he  shall  select  these  names.  Of  course  the 
President  can  determine  every  name  on  that  list,  if  he  wants  to. 

Mr.  Brand.  Yes. 

The  Chairman.  All  he  would  have  to  do  would  be  to  send  to  thein 
the  names  of  those  he  wanted  to  appoint.  He  would  sav  he  wanted 
your  name  or  Senator  Norbeck's  name  on  that  list,  and  the  Secretary 
of  Agriculture  would  put  you  on  ? 

Mr.  Brand.  Yes. 

The  Chairman.  If  he  did  not  he  would  lose  his  own  job,  and  he 
would  put  somebody  in  his  place  who  would  do  it. 

Senator  Gooding.  But  this  sounds  nice,  Mr.  Chairman. 

The  ChaiRxMan.  It  does  sound  very  nice.  I  was  trying  to  get  down 
to  the  practical  operation  of  it. 

Senator  Gooding.  It  may  help  a  little  to  have  that  provision  in 
there,  but  let  us  not  build  much  on  it  because  it  does  not  mean  much. 

The  Chairman.  It  doens't  mean  anything.  You  might  just  as 
well  say  they  are  named  by  the  President. 

Senator  Gooding.  It  doesn't  do  any  harm. 

Senator  Norbeck.  In  practice  it  may  mean  that  the  President 
would  take  his  list  from  tne  Secretaries. 

Mr.  Brand.  I  have  only  been  in  the  service  for  20  years  or  three- 
abouts,  and  I  have  always  found  the  'President  is  quite  likely  to 
select  men  submitted  by  the  members  of  his  cabinet,  where  their 
knowledge  of  their  ability  was  greater  than  his. 

The  Chairman.  I  think  that  would  be  true.  On  the  other  hand, 
he  could  say  to  the  Secretary  of  Commerce,  "  I  am  going  to  appoint 


(].„  I    • 


PURCHASE  AND  SALE  OF  FARM  PRODUCTS. 


585 


I*' 


t» 


ti 


'\.  t 


..» 


$» 


John  Jones  on  this  commission,  and  I  want  his  name  on  that  list." 
And  the  Secretary  of  Commerce  would  put  him  on. 

Senator  Johnson.  Would  it  not  be  better  to  have  some  people 
from  the  West  or  the  Northwest  to  select  from,  that  they  can  pick 
out  these  members  from  ?  That  would  insure  more  confidence  tnan 
to  centralize  everything  in  Washington,  and  leave  it  to  the  Cabinet 
officers  to  do  it.  That  will  not  insm-e  confidence.  We  have  a  repre- 
sentative government  and  when  we  build  up  an  institution  of  this 
kind  I  think  you  ought  to  pick  men  out  from  the  farmers  themselves,  so 
that  they  will  mix  up,  you  understand.  It  might  be  that  they  would 
not  agree  on  anything,  but  we  will  find  out  anyway  what  is  going  on. 
I  am  absolutely  against  the  idea  of  sewing  everything  up  here  in 
Washington.  That  is  the  trouble  with  the  Federal  reserve  bank,  and 
that  is  the  trouble  with  other  things,  and  the  parties  in  power  will 
always  try  to  build  up  their  own  fences,  have  their  own  men  in  it. 
If  anything  is  going  to  be  done,  don't  you  agree  with  me  that  it  ought 
to  be  mixed  up  a  little  ?  It  would  not  hurt  at  all  to  have  a  party 
basis,  a  Democrat  on  there,  a  Farm-Labor  man,  or  several  of  them. 

Mr.  Brand.  I  drafted  it  originally  so  that  it  would  be  absolutely 
on  a  bipartisan  basis,  and  it  was  afterwards  decided  that  it  would 
not  be  wise  to  place  it  on  such  a  basis,  but  rather  that  the  men 
selected  for  these  places  should  be  selected  on  their  fitness  to  do  the 
job. 

The  Chairman.  Doctor,  I  agree  with  that  idea.  That  is,  the  idea 
of  making  a  bill  bipartisan  always  results  in  confusion  and  dissatis- 
faction. There  is  a  big  difference  between  a  board  being  bipartisan 
and  nonpartisan.  If  we  make  it  bipartisan  and  compel  the  President 
to  appomt  so  many  Democrats  and  so  many  Republicans  it  often 
means  if  he  is  a  Republican  he  will  select  a  Democrat  that  the  Dem- 
ocrats are  not  satisfied  with,  and  if  he  is  a  Democrat  he  will  select 
Republicans  that  the  Republicans  are  not  satisfied  with,  and  they 
maJke  a  partisan  body  of  it  right  off. 

Senator  Gooding.  They  don't  work  together  at  all  ? 

The  Chairman.  No,  they  don't.  There  are  men  who  are  nonpar- 
tisan, who  do  not  take  any  active  interest  in  parties.  There  may 
be  a  man  who  stands  out,  conceded  by  everybody  to  have  absolutely 
the  best  qualifications  for  the  position,  and  he  would  be  disqualified 
under  the  law. 

Mr.  Brand.  There  are  two  other  bases  of  selection  that  I  consid- 
ered. First,  by  the  type  of  business:  One  to  be  a  grower,  one  to  be 
a  domestic  wheat  merchant,  and  the  other  to  be  an  exporter.  And 
then  I  also  considered  the  possibility  of  making  it  regional.  Imme- 
diately you  run  into  a  lot  of  difficulties,  and  if  you  tried  to  make 
it  representative  you  would  have  a  body  that  was  so  unwieldy  that 
it  would  not  be  workable. 

Senator  Norbeck.  I  don't  see  how  it  could  be  anything  but  na- 
tional in  its  scope. 

Mr.  Brand.   Yes;  it  must  be. 

So  much  for  the  way  of  arriving  at  the  personnel;  that  is,  the  im- 
portant personnel  of  the  two  organizations. 

Senator  Norbeck.  You  feel  that  a  single  body  is  not  sufficient  i 

Mr.  Brand.  Senator  Norbeck,  my  thought  was  that  these  questions 
of  public  policy  should  not  be  left  in  the  hands  of  the  business-con- 
ducting agency.     It  is  wholly  conceivable  that,  for  instance,  to  make 
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a  fine  showing,  to  have  a  surplus  to  return  to  the  Treasury,  or  some 
such  ideal,  that  the  business-doing  body  might  select  a  course  of 
action  that  would  not  be  altogether  to  the  best  mterests  of  the 
public  as  a  whole,  and  that  was  the  main  thought. 

The  Chairman.  Now,  as  agairst  that,  Doctor,  it  seems  to  me  the 
way  you  put  this  business  policy  part  of  it,  you  put  it  m  the  hands  of 
Cabinet  officers,  men  who,  perhaps,  are  appomted  origmally  for 
poUtical  reasons.  They  may  be  the  best  men  m  the  world,  and  they 
may  not  be.  It  seems  to  me  that  those  who  are  gomg  to  run  this 
institution  ought  to  be  absolutely  divorced  from  all  politics  and  all 
political  parties  and  should  become  experts  in  their  Imes.  You  would 
not  expect  the  Secretary  of  Agriculture  and  Secretary  of  Commerce, 
even  it  they  did  become  experts,  who  are  burdened  down  with  a 
million  other  things,  to  give  it  their  personal  attention,  and  they 
would  have  to  turn  it  over  to  somebody  else.  •  ,     , 

As  I  said,  in  the  first  place,  they  are  not  appomted  with  these 
qualifications  in  view,  but  they  are  appointed  because  some  faction 
of  the  party  wants  this  man  or  wants  that  man.  Those  things  are 
not  considered  in  the  appointment.  It  seems  to  me  to  run  this 
great  institution  you  would  improve  the  bill  if  you  took  it  away 
from  Cabinet  officers  and  appointed  men  who  are  gomg  to  be 
permanent  and  who  would  not  be  removed  on  account  of  something 
outside  of  the  business  connected  with  this  corporation.  In  other 
words,  the  President  might  remove  the  Secretary  of  Agriculture 
because  he  disagreed  with  him  on  a  matter  of  patronage,  something 
entirely  foreign  from  this  corporation.  The  same  way  with  the 
Secretary  of  Commerce.  They  never  would  become  experts  in  this 
line,  because  it  would  be  impossible. 

Mr.  Brand.  So  far  as  the  Secretary  of  Agriculture  is  concerned 
with  patronage,  we  have  only  two  presidential  appointments  in  the 
department,  so  that  that  particular  type  of  question  would  not  be 
as  likely  to  arise  as  it  might  be  in  some  other  department. 
The  Chairman.  The  Secretary  himself  is  subject  to  that. 
Senator  Gooding.  I  can  see  where  the  Secretary  of  Agriculture 
may  very  properly  be  on  the  board,  but  I  can  not  see  any  use  of  any 
other  Cabinet  officer.  It  is  foreign  entirely  to  their  affairs,  and  is 
connected  with  nothing  with  which  they  come  in  contact  at  all,  and 
I  can  not  see  where  they  would  be  of  any  help  at  all. 

Mr.  Brand.  You  refer,  Senator  Gooding,  to  the  personnel  of  the 
commission,  I  take  it. 
Senator  Gooding.  Yes.  ,    . 

Mr.  Brand.  Of  course  the  export  pohcy  of  the  country  is  in  the 
hands  of  the  Secretary  of  Commerce,  and  one  of  the  most  important 
items  of  our  export  is  wheat,  of  course,  and  much  of  the  products 
sought  to  be  aided  by  the  bill  are  export  products  which  are  under 
the  surveillance  of  the  Secretarv  of  Commerce.  Then  the  idea  of  the 
Secretary  of  the  Treasury  was  that  this  proposes  to  take  a  large  sum  of 
public  money  and  utilize  it  for  a  specific  purpose,  and  his  conduct  of 
the  Treasury  Department  would  put  him  in  position  to  give  extraor- 
dinarily valuable  advice  with  respect  to  the  use  of  those  moneys, 
and  all  questions  of  risk  thereunder;  and  this  would  make  it  his  duty 
to  render  such  aid  as  he  could,  and  he  should  be  the  most  able  of 
anyone  to  give  useful  aid  on  all  financial  problems  involved. 
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The  chairman  of  the  Tariff  Commission  is  included  for  perfectly 
apparent  reasons,  because  the  bill  provides  that  the  commission  shall 
determine  the  duty  to  be  levied  on  agricultural  products,  in  order  to 
carry  out  the  provisions  of  the  bill. 

Senator  Gooding.  That  is  possible,  but  here  is  the  trouble  again. 
^        They  are  overloaded.     It  is  impossible  for  them  to  understand  clearly 

*  what  they  are  doing  at  the  present  time.  It  has  to  be  passed  up  to 
them,  and  we  find  that  they  do  some  things  that  the  country  does  not 
accept,  and  I  don't  know  how  we  are  going  to  avoid  it. 

^  Mr.  Brand.  I  agree  with  you  that  they  are  overburdened  and  they 

must  delegate  some  of  their  duties. 

Senator  Gooding.  On  the  other  hand,  in  a  country  of  the  vast  size 

and  importance  of  the  United  States  I  do  not  see  how  we  can  avoid 
'  H>        that  problem  in  any  definite  and  workable  way,  but  is  there  any  use 

of  adding  to  their  duties  and  obligations  ?     They  can  not  have  much 

time  to  give  attention  to  this,  and  it  is  of  too  much  importance  to  be 

neglected.  •     ^       j 

Senator  Johnson.  When  the  grain  growers  m  Canada  started  to 
export  they  hired  a  man  that  they  knew.  He  did  not  know  very 
much  about  it.     So  they  lost  quite  a  bit  of  money.     Then  they  went 

•  over  to  England  and  Hired  a  man  that  knew  something  about  the 
export  business,  and  they  paid  him  a  mighty  good  salary, 
and  he  made  good.  About  two  years  ago  he  was  killed  in  an  auto- 
mobile accident.  I  don't  know  how  it  is  right  now.  That  man  knew 
what  he  was  doing.  That  is  the  reason  I  insist  that  men 
should  be  picked  who  are  expert  in  that  line.  You  will 
never   make   a   success   in    a  cooperative    enterprise    unless    you 

^  get  the  right  man  to  run  it.  We  made  a  failure  because  we 
did  not  get  a  man  who  knew  how  to  run  the  business.  In  Min- 
nesota, when  we  expended  $100,000,000  in  10  years  on  roads,  if  I 
had  been  elected  governor  I  would  have  picked  a  man,  although  he 
was  a  Republican,  because  I  had  confidence  in  his  ability  to  build  the 
roads.  I  do  not  say  you  ought  to  pick  a  farmer  who  does  not  know 
anything  about  it.     There  were  some  in  my  own  party  that  did  not 

%  know  anything  about  it.  I  would  have  picked  a  man  that  I  had 
confidence  in,  that  knew  something  about  building  roads. 

Mr.  Brand.  That  is  essential.  This  never  will  oe  successful  unless 
those  same  principles  are  observed  absolutely. 

To  continue,  Mr.  Chairman,  the  management  of  the  corporation 
would,  of  course,  be  vested  in  the  board  of  directors  as  it  is  m  every 
corporation.     The  duties  of  the  Secretary  of  Agriculture  and  Secre- 

0  tary  of  Commerce  would  not  involve  daily  participation  in  the  con- 
duct of  the  business.  The  creation  of  the  office  of  managing  director 
under  the  bill  would  place  in  him  the  chief  administrative  responsi- 
bility, as  is  the  case  with  practically  every  corporation.     Some  one 

^  has  "got  to  be  selected,  and  the  power  and  responsibility  must  be 

more  or  less  centralized  in  that  individual,  if  you  are  going  to  get 
results.     That  is  the  reason  for  designating  one  of  these*  man  as 
A|        managing  director  and  setting  him  out  as  the  bill  intends. 

•  With  respect  to  the  capitalization  of  the  corporation.     The  capital 

is  raised  from  three  sources.  First,  the  bill  provides  directly  for  a 
capitalization  of  $200,000,000,  then  it  authorizes  the  raising  of  an 
additional  sum  through  sale  of  bonds  or  debentures  or  otherwise. 
Then  it  would  have  a  Siird  source  of  capital  arising  from  the  creation 
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of  the  equalization  fund.  We  assume,  for  instance,  a  wheat  crop  of 
750,000,000  bushels,  with  scrip  to  the  extent  of  25  cents,  say,  roughly, 
issued  on  each  bushel.  That  would  create  an  additional  $187,500,000 
in  the  working  fund  of  the  corporation,  so  that  the  corporation 
would  have,  roughly,  under  the  circumstances  assumed,  a  capitaliza- 
tion of  $600,000,00*0.  That  is  certainly  not  excessive  to  do  the  job 
which  is  contemplated  under  the  bill.  The  Steel  Corporation,  I 
think,  has  outstanding  something  Hke  $400,000,000  common  and 
over  $300,000,000  of  preferred,  and  perhaps  $500,000,000  of  deben- 
tures of  all  kinds,  or  a  total  of  something  like  $1,400,000,000  for  that 
one  industry,  and  one  enterprise  in  that  industry.  The  wheat  growers 
alone  number  something  like  2,000,000  in  the  United  States;  so  that 
I  would  say  that  the  amount  set  out  is  not  excessive  in  order  to  carry 
out  the  purposes  intended  by  the  bill. 

The  United  States  certainly  is  not  legally  liable  for  the  indebted- 
ness of  the  corporation,  and  the  corporation  is  subjected  to  the  usual 
taxes  that  would  fall  upon  any  corporation,  and,  frankly,  the  pur- 
pose of  that  was  to  eliminate  a  certain  amoimt  of  criticism  that  would 
come  that  the  farmer  was  demanding  some  special  consideration  that 
other  people  were  not  getting  and  that  he  was  not  entitled  to.  We 
thought  we  would  disarm  that  much  criticism  by  subjecting  the  cor- 
poration to  taxation. 

Senator  Norbeck.  On  the  assumption  that  they  were  exporting 
wheat  only  ? 

Mr.  Brand.  I  should  say  that  it  ought  to  be  possible  to  do  the 
administrative  work  of  this  corporation,  utilizing,  as  you  understand, 
Mr.  Chairman,  existing  trading  agencies,  but  to  carry  on  the  actual 
fimctions  of  trading,  broader  powers  are  given  in  the  bill.  The  cor- 
poration can  itself  engage  in  trading,  but  the  thought  is  that  you  will 
use  existing  agencies  to  the  greatest  possible  extent.  We  would  not 
want  to  go  out  in  South  Dakota  and  build  another  elevator  where 
there  are  already  six  elevators,  and  certainly  we  would  not  want  to 
put  another  exporter  in  the  export  trade  when  there  are  already 
seven  or  eight  there  functioning  satisfactorily;  and  similarly  with 
other  things;  and  I  think  if  the  matter  were  handled  in  that  way  the 
administrative  expense  of  such  a  body  could  not  be  very  great.  I 
dislike  to  give  a  curbstone  judgment,  because  I  have  not  made  up  any 
careful  estimate,  but  it  seems  to  me  $2,000,000  would  cover  the 
administrative  expense. 

Senator  Gooding.  Of  the  handling  of  wheat  ? 

Mr.  Brand.  Yes;  that  may  be  setting  it  too  low,  but  just  guessing, 
that  is  my  idea  about  it. 

Senator  Norbeck.  Would  you  prepare  for  the  committee  a  little 
more  detailed  estimate  of  that  ? 

Mr.  Brand.  I  will  try  to.  That  would  be  a  wild  guess,  Senator 
Norbeck,  but  I  would  be  glad  to  try  it. 

Then  with  reference  to  powers.  The  commission  is  clothed  with 
the  broadest  possible  powers.  In  making  the  suggestions  that  the 
drafting  section  used  in  selecting  the  powers  to  make  them  broad,  I 
aimed  to  include  every  corporate  power  that  I  could  think  of  in  the 
corporation,  that  I  had  any  knowledge  of,  and  for  that  reason  I  think 
that  they  do  cover  the  field  very  thoroughly  and  would  enable  the 
commission  to  do  all  the  things  that  are  necessary  in  order  to  function 
efiiciently  in  segregating  the  surplus  and  supervising  its  marketing 
in  foreign  countries. 
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Senator  Gooding.  Tell  us  what  they  can  do. 

Mr.  Brand.  Well,  they  can  buy  and  sell  any  of  these  products 
that  are  covered  under  the  bill  in  the  foreign  market.  Under  the 
direction  of  the  commission  they  may  buy  and  then  resell  m  the 
domestic  market  whenever  the  commission  finds  it  necessary  or 
desh-able.  They  may  under  stress  of  necessity,  even  acouire  physical 
facilities,  but  the  tenor  of  the  whole  thing  is  to  avoid  that. 

Senator  Gtooding.  Not  to  upset  the  present  machinery  at  all  ? 

Mr.  Brand.  That  is  true.  They  can  to  a  slight  extent  acquire 
transportation  facilities,  but  only  under  local  conditions,  and  only 
with  the  approval  of  the  commission.  They  can  accept  all  kinds  of 
concessions  from  foreign  governments,  which  might  be  necessary  in 
carrying  on  an  export  business.  They  can  issue  bonds  and  debentures 
up  to  t!ie  limitations  of  the  bill.  The  number  of  powers  conferred 
are  very  great  and  I  think  are  thorough,  enabling  them  to  do  any- 
thing that  will  be  necessary.  They  also  have  the  power  to  buy 
elevators,  processing  plants  and  instrumentalities  of  that  kind,  which 
might  be  very  necessary. 

Senator  Gooding.  I  am,  of  course,  anxious  to  not  interrupt  you 
in  any  way  in  giving  us  a  very  clear  idea  of  the  bill,  which  I  feel  you 
are  doing  very  fully.  I  think  this  is  very  valuable,  but  have  you 
worked  it  out  to  see  how  many  States  the  commission  would  likely 
have  to  operate  in?  ,     •      j  •, 

Mr.  Brand.  Practically  every  State.  Even  though  it  did  not 
have  agencies  it  would  have  representatives,  and  the  bill  authorizes 
the  selection  of  such  representatives  to  perform  the  functions  under 
the  guidance  of  the  corporation  and  under  its  authority.  In  other 
words,  it  would  not  be  necessary  to  set  up  a  complete  grain  selling 
and  buying  agency  such  as  was  done  during  the  war  under  the 
United  States  Grain  Corporation  act.  The  purpose  of  this  bill  is 
not  to  handle  the  total  wheat  croo  of  the  United  States:  it  is  to 
segregate  the  exportable  surplus  and  dispose  of  that. 

Senator  Gooding.  What  would  be  the  effect  in  States  where 
wheat  is,  say,  $1.50  or  $1.60  a  bushel  at  the  present  time? 

Mr.  Brand.  It  could  have  no  effect,  so  far  as  I  see,  unless  the 
factors  that  operated  locally  to  give  the  present  premium  price 
over  the  rest  of  the  country  would  still  operate  under  the  operations 
of  a  corporation  of  this  kind,  which  I  do  not  conceive  to  be  the  case. 
I  do  believe  that  there  are  cases  where  competition  locally  would  tend 
to  give  a  slight  premium  over  the  ratio  price  which  the  bill  would 
seek  to  maintain,  but  generally  speakmg  I  don't  know  of  any  section 
of  the  country,  or  at  least  I  don't  recall  one  where  that  is  as  notably 
true  as  the  figures  you  mention. 

Senator  Gooding.  I  think  that  is  true  in  South  Carolina,  if  I 
remember  right.  At  any  rate,  in  one  of  the  southern  States  wheat 
is  very  high  because  they  grow  very  little,  and  it  all  has  to  be  shipped 

in  there.  j.  j  i- 

Mr.  Brand.  So  they  get  the  market  price  plus  the  cost  of  deliver- 

ingit  there. 

The  Chairman.  In  that  case.  Doctor,  the  scrip  would  have  to  be 
issued  by  the  purchaser  just  the  same. 

Mr.  Brand.  You  would  have  a  primary  transaction,  and  scrip 
would  have  to  be  issued  if  this  plan  is  to  be  worked  effectively. 
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The  Chairman.  Every  purchaser,  therefore,  would  in  some  way 
have  to  be  under  the  control  of  this  corporation  ? 

Mr.  Brand.  No. 

The  Chairman.  What  would  happen  in  South  Carolina  and  places 
like  the  Senator  from  Idaho  mentioned  ?  The  local  elevator  could 
buy  wheat  from  me  and  not  give  me  scrip,  but  pay  me  the  whole 
price  ? 

Mr.  Brand.  I  was  going  to  comment  on  that  in  connection  with  the 
apportionment  of  the  expenses  and  equalization  of  losses. 

The  Chairman.  All  right. 

Mr.  Brand.  I  might  just  briefly  cover  the  sections  conveying 
miscellaneous  powers  and  miscellaneous  duties  in  the  way  of  audit 
and  accounts  and  things  of  that  sort,  which  seem  to  me  to  require  no 
discussion,  and  we  can  go  right  to  the  question  as  to  how  the  equaliza- 
tion losses  would  be  handled. 

One  of  the  fundamentals  of  the  bill  is  that  the  United  States  can  do 
something  for  the  wheat  grower  that  he  is  unable  to  do  for  himself 
under  existing  conditions,  but  the  expense  of  the  conduct  of  these 
operations  is  to  be  borne  by  the  product.  In  other  words,  it  is  to 
come  from  the  producer  of  the  wheat.  Hence  the  adoption  of  the 
device  of  scrip,  which  shall  pass  in  every  primarv  transaction  where 
wheat  is  sold.  The  amount  of  scrip  would  be  determined — that  is, 
the  amount  per  unit  or  in  percentage  of  value  would  be  determined 
by  the  world  price  and  its  relation  to  the  ratio  price,  which  is  sought 
to  be  obtained  under  the  bill. 

Senator  Gooding.  Now,  explain,  will  you,  if  you  please,  what 
happens  in,  we  will  say.  South  Carolina,  with  wheat  selling  over  the 
ratio  price  at  the  present  time  that  you  would  name  for  next  year  ? 
What  is  going  to  nappen  ?  Wheat  is  going,  of  course,  to  sell  very 
much  higher  down  there? 

Mr.  Brand.  I  rather  doubt  that.  Senator  Gooding,  but  you  have 
a  perfect  right  to  assume  that  it  will. 

Senator  Gooding.  It  must  go  up  in  proportion.  There  is  not 
enough  grain  in  South  Carolina  and  those  States.  They  have  to 
ship  some  in  there. 

Mr.  Brand.  Yes. 

Senator  Gooding.  That  grower  down  there  is  entitled  to  the 
benefit  of  the  cost  of  shipping  it  in  there.  That  is  what  he  is  getting 
at  the  present  time.  What  happens  to  him  in  that  case  ?  Do  you 
reduce  nis  price  ?     That  is  what  I  mean. 

Mr.  Brand.  Do  you  reduce  his  price  ? 

Senator  Gooding.  Yes;  do  you  reduce  his  price? 

Mr.  Brand.  We  do  not,  absolutely.  When  I  get  to  it,  I  want  to 
touch  on  the  price  which  is  now  above  the  ratio  price. 

Assuming  you  are  a  farmer  in  South  Carolina  and  you  bring  your 
wheat  in,  and  that  the  ratio  price  we  are  driving  at  is  $1.50,  and  that 
the  cost  of  delivery  is  8  cents  from  the  northern  point,  we  will  say,. 
Charleston.  It  would  be  reasonable  to  assume  that  you  would  get 
some  part  of  the  cost  of  delivering  from  competitive  places  to  the 
place  of  use,  and  we  will  say  that  the  8  cents  was  the  margin.  Never- 
theless, if  25  cents  was  the  amount  of  scrip  that  was  decreed  to  be 
issued  in  every  such  case,  that  amount  of  scrip  would  pass  between 
the  purchaser  and  the  seller  in  every  case,  and  he  would  be  entitled, 
when  the  accounts  were  cast  up,  to  receive  exactly  the  same  dividend 
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from  the  equalization  fund  that  any  other  person  who  furnished 
moneys  for  the  fund  received. 

Senator  Gooding.  Yes;  but  you  are  touching  him  and  he  does 
not  get  any  benefit.  He  is  getting  the  benefit,  of  course,  because  he 
is  getting  an  increased  price,  but  he  might  be  able  to  seU  his  wheat 
there  if  there  were  no  restrictions  on  it,  for  the  full  amount  of  your 
ratio  price,  owing  to  the  fact  that  there  is  not  enough  produced  in  the 
State,  and  it  must  be  shipped  in  there.  He  is  getting  that  benefit 
to-day. 

Mr.  Brand.  It  is  assumable,  but  the  onlv  premium  he  can  get  is 
the  premium  that  arises  from  the  cost  oi  delivery  of  grain  from 
available  points. 

Senator  Ransdell.  You  do  not  require  every  producer  of  wheat 
or  any  other  crop  in  this  country  to  go  into  this  organization,  do  you  ? 

Mr.  Brand.  Every  producer  of  wheat  is  required  to  enter  into 
this  proposition. 

Senator  Ransdell.  Every  one  ? 

Mr.  Brand.  Every  one  who  sells  wheat  from  his  farm. 

The  Chairman.  Wherever,  Senator,  they  declare  an  emergency  as 
to  any  crop.  If  they  do  it  as  to  cotton  every  cotton  man  must  go 
into  it. 

Senator  Ransdell.  If  he  has  any  cotton  to  sell  he  has  got  to  go 
into  this  ?    Is  that  the  idea  ? 

Senator  Gooding.  His  crop  goes  into  it. 

Senator  Ransdell.  I  mean  his  crop. 

Mr.  Brand.  The  only  crops  that  are  affected  are  wheat,  corn, 
cotton,  and  wool,  and  livestock  and  a  few  products  of  livestock. 

Senator  Ransdell.  Yes.  You  did  not  add  rice.  My  people  are 
very  much  upset  because  you  did  not  put  rice  in  there.  I  have  got 
to  introduce  an  amendment  so  that  if  the  bill  ever  becomes  law  you 
have  got  to  do  the  same  thing  for  rice. 

Senator  Gooding.  I  think  we  ought  to  do  that,  too. 

Mr.  Brand.  America  consumes  far  more  rice  than  it  produces. 

Senator  Ransdell.  I  grant  you  that. 

Mr.  Brand.  And  the  purpose  of  this  bill  is  to  take  care  of  export- 
able surplus.  For  instance,  the  purpose  of  this  bill  is  to  take  care  of 
cotton,  just  the  same  as  wheat.  Momentarily  cotton  requires  no 
protection,  because  the  price  of  cotton  is  above  the  ratio  price. 

Senator  Ransdell.  But  you  include  wool,  and  we  import  an 
immense  quantity  of  wool. 

Mr.  Brand.  Yes;  and  we  are  now  increasing  our  herds  about  a 
million  a  year,  so  that  ere  long  wool  may  come  under  the  protection 
of  the  bill  and  we  want  it  to  be  protected  if  it  reaches  that  point. 

Senator  Ransdell.  Is  there  not  a  possibility  that  we  will  be  export- 
ing rice  ?     We  do  export  a  lot  of  it. 

Senator  Gooding.  We  export  California  rice,  I  know. 

Senator  Ransdell.  Don't  confine  it  to  California.  Louisiana  is  a 
big  exporter  of  rice. 

Mr.  Brand.  Cotton  is  high  because  we  had  a  very  heavv  yield  in 
one  part  of  the  Cotton  Belt,  with  a  very  low  yield  in  another.  You 
will  recall,  Senator  Ransdell,  that  the  crop  of  10,000,000  bales  was 
worth  $1,569,000,000,  whereas  in  1914  a  crop  of  16,000,000  bales  was 
valued  December  1  at  only  $548,000,000,  a  difference  of  a  bilhon 
dollars  in  spite  of  the  fact  that  the  crop  is  6,000,000  bales  less. 
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Senator  Gooding.  Let  me  ask  you  this  question:  If  you  make  the 
ratio  price,  say  $1.50,  does  that  mean  $1.50  to  the  wheat  grower  in 
the  country,  in  Louisiana,  or  South  CaroHna,  where  they  are  getting 
11.50  now? 

Mr.  Brand.  That  means  that  the  corporation  will  purchase  for 
export  at  that  price,  and  that  price  is  paid  part  in  cash  and  part  in 
scrip. 

The  Chairman.  The  committee  will  adjourn  until  10  o'clock  to- 
morrow morning. 

(Whereupon,  the  committee  adjourned  until  10  o'clock  a.  m, 
Saturday,  February  9,  1924.) 
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SATURDAY,  FEBRUARY  9,   1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326,  Senate  Office  Building,  Senator  George  W.   Norris 

presiding.  x    ,,  -i,t  -m  /-<     j- 

Present:  Senators  Norris  (chairman),  McNary,  Capper,  Croodmg, 

Harreld,  McKinley,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order.     You  may 

proceed,  Mr.  Brand. 

FURTHER  STATEMENT  OF  MR.  CHARLES  J.  BRAND,  CON- 
SUITING  SPECIALIST,  DEPARTMENT  OF  AGRICULTURE, 
WASHINGTON. 

Mr.  Brand.  The  question  was  raised  yesterday,  Mr.  Chairman,  as 
to  the  increased  cost  to  consumers  of  the  operation  of  a  bill  of  this 
character,  and  I  responded  that  it  would  undoubtedly  tend  m  that 
direction.  I  would  like  to  amplify  that  statement  a  httle  by  callmg 
attention  to  the  situation  as  to  the  great  body  of  consumers,  especially 
the  laboring  men  m  practically  all  industries.  The  mdex  figure  of 
wages  has  risen  ahnost  with  absolute  regularity  from  as  long  ago  as 
1907,  when  it  stood  about  92,  and  has  risen  until  m  1923  it  was  193, 
or  an  increase  of  over  100  per  cent  in  wages  in  the  industries  employ- 
ing the  imion  scales.  At  the  same  time  farm  wages  have  risen  only 
about  to  140,  or  40  per  cent  above  the  pre-war  level.  So  that  the 
proposal  involves  merely  establishing  some  sort  of  an  equitable 
panty  between  the  consumer  and  his  earning  power  and  the  selling 
power  of  the  farmer  and  the  wheat  farmer  in  particular,  the  pork 
producers,  who  are  at  a  distinct  disparity  in  this  whole  matter.  The 
factory  wage  scale  is  at  a  greater  disparity  even  than  the  general 
wage  scale.  It  stands  somewhere  about  220  or  211,  as  I  recall  it, 
so  that  wages  have  increased  out  of  proportion.  I  just  wanted  to 
amplify  my  statement  as  to  the  effect  on  the  consumer.  In  other 
words,  the  consumer's  earnings  have  increased  very  largely  both  in 
money  wages  and  real  wages,  while  the  farmer  is  receiving  less  for 
these  exportable  products,  so  that  the  disparity  created  will  still  not 
even  up  the  inequalities. 

Senator  Gooding.  Did  you  niention  the  price  of  labor,  both  pre- 
war prices  and  at  the  present  time? 

Mr.  Brand.  Yes.     I  mentioned  it  in  the  form  of  the  index  figure. 
I  say  it  has  risen  from  92  in  1907  to  about  200  in  1923;  220  in  factory 
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wages,  and  193  for  all  wages  using  the  union  scale.     This  is  based 
on  the  Bureau  of  Labor  statistics. 

Senator  Gooding.  They  increased  farm  labor  about  100  per  cent 
at  the  present  time  over  1907  ? 

Mr.  Brand.  No;  it  makes  farm  labor  about  40  per  cent  over  1907. 
Farm  labor  stood  in  August  about  140,  the  index  figure,  while  factory 
wages  stood  at  220,  or,  in  other  words,  farm  labor  was  80  points 
below  factory  wages. 
.    Senator  McKinley.  What  were  railroad  wages  ? 

Mr.  Brand.  Railroad  wages?     I  believe  something  like  186. 

The  Chairman.  Just  what  does  that  mean  ? 

Mr.  Brand.  The  figures  I  gave  you  are  in  terms  of  index.  The 
wage  scale  has  not  increased  in  its  real  buying  power  as  much  as 
it  has  increased  in  its'  money  value. 

Senator  Norbeck.  But  this  percentage  of  increase  is  figured  in 
dollars,  is  it  not  ? 

Mr.  Brand.  It  is  figured  in  dollars,  but  it  is  converted  into  an 
index  figure. 

Senator  Norbeck.  But  it  is  figured  in  dollars  and  not  in  com- 
modities ? 

Mr.  Brand.  Yes;  in  dollars.  It  is  arrived  at  by  the  use  of  dollars. 
The  figure  itself  is  not  dollars.     It  is  an  index  figure. 

Senator  McKinley.  May  I  ask,  so  as  to  get  it  in  the  record  along 
with  that,  what  is  the  farm  product  index  number? 

Mr.  Brand.  The  index  for  all  farm  products  ?  I  did  not  expect 
to  be  asked  that  question.  I  have  it  here  in  the  form  of  the  pur- 
chasing power  of  farm  products,  combining  all,  and  for  1923  it  is 
71.6  compared  with  100  m  1913. 

Senator  Norbeck.  That  means  that  the  farmers'  dollar  has  a 
purchasing  power  of  71.6  compared  to  pre-war? 

Mr.  Brand.  Yes;  as  to  1913,  when  the  index  number  was  100. 

Senator  Norbeck.  That  means  that  the  cotton  farmer  would 
stand  at  a  better  percentage  than  would  the  wheat  farmer  ?  Is  that 
right? 

Mr.  Brand.  Yes;  the  cotton  farmers'  position  is  this:  On  Novem- 
ber 1,  1913,  the  weighted  farm  price  of  cotton  was  12.2  cents,  while 
on  November  1,  1923,  it  was  31  cents. 

Senator  Norbeck.  Then  the  wheat  farmers'  index  number  would 
be  way  below  71.6  ? 

Mr.  Brand.  He  is  better  off  than  he  was  in  1913,  when  wheat 
stood  at  71.9,  and  in  1923,  at  92.3. 

Senator  McKinley.  Then  labor  was  40  per  cent. 

Mr.  Brand.  That  is  true. 

Senator  Gooding.  You  spoke  of  1907.  Compared  with  1912  and 
1913  the  wages  at  the  present  time  are  more  than  70  per  cent  or  40 
per  cent,  or  whatever  tnat  figure  was,  in  actual  dollars  and  cents  ? 

Mr.  Brand.  Yes;  undoubtedly.  I  was  giving  you  the  comparison 
of  August,  1923,  factorv  wages  and  farm  wages. 

Senator  Gooding.  Tnat  is  the  comparison;  yes. 

You  have  not  compared  the  wages  on  the  farm  one  year  with 
another  ? 

Mr.  Brand.  No. 

Senator  Gooding.  You  have  not  done  that  at  all  ? 

Mr.  Brand.  No,  sir. 
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Senator  Gooding.  The  question  I  want  to  ask  is  a  comparison  of 
farm  wages  pre-war  and  to-day;  what  is  their  relation? 

Mr.  Brand.  I  can  not  give  you  that  in  the  form  of  an  index  num- 
ber but  I  can  say  from  the  fact  that  I  am  interested  in  some  farms 
that  we  are  back  almost  to  the  pre-war  level  in  almost  every  place. 
That  is  not  true  in  the  Pacific  Northwest,  where  farm  wagas  are  still 
holding  high:  and  of  course  harvest  wages  are  still  high  all  over  the 
United  States. 

Senator  Gooding.  How  about  down  south  ? 

Mr.  Brand.  I  am  interested  in  cotton  farming. 

Senator  Gooding.  That  is  not  true  of  the  whole  country.  Take  it 
in  the  South,  they  have  always  had  cheap  labor.  vi      w    ^ 

Mr.  Brand.  It  is  only  relatively  true  even  m  States  like  West 
Virginia  and  western  Maryland. 

Senator  Gooding.  You  had  a  figure  of  about  70  per  cent,  as  far  as 
the  West  was  concerned.     What  would  you  say  about  that,  Senator 

Johnson  ? 

Senator  Johnson.  About  what  ? 

Senator  Gooding.  That  the  wages  in  the  wheat  belts  to-day  are  on 
about  an  average  of  70  per  cent  higher  on  the  farm  than  they  were 

in  1913? 

Senator  Johnson.  Well,  I  guess  I  can  agree  with  you  on  that. 

Senator  Gooding.  What  do  you  say  about  that,  Senator  Norbeck  ? 

Senator  Norbeck.  I  think  you  are  reasonably  close. 

Senator  Gooding.  I  think  that  is  important  to  know. 

Senator  Johnson.  That  is,  you  don't  figure  the  wages  for  the  whole 

year?  ,       ,        ,    , 

Senator  Gooding.  Well,  take  the  wages  for  the  whole  year;  yes. 

Mr.  Brand.  One  hundred  in  that  basis  of  comparison  that  I  have 
given  you  is  1914  in  that  case  where  I  compared  factory  and  farm 
labor;  1914  was  the  basis  there.  That  is  from  the  Bureau  of  Labor 
^f  at  1  sties 

Senator  Norbeck.  I  am  not  sure,  Doctor  Brand,  that  I  get  clearly 
this  question.  The  farmer's  dollar  is  to-day  worth  71.6  cents.  vSome 
farmers  are  in  better  shape  than  others.  Therefore,  there  must  be 
some  lines  of  agricultural  production  in  which  the  farmer  finds  him- 
self way  below  71.6.     Is  that  right? 

Mr.  Brand.  Well,  the  purchasing  power  of  these  different  prod- 
ucts is  perhaps  a  Uttle  bit  better  expressed  in  this  way.  Certain 
farmers  are  much  better  off  than  other  farmers. 

Senator  Norbeck.  But  the  average  is  71  per  cent? 

Mr.  Brand.  The  average  is  71  per  cent  in  terms  of  comparison, 
but  the  cotton  farmer  stands  in  this  position:  It  takes  164  units  of 
all  other  commodities  in  the  list  of  the  Bureau  of  Labor  Statistics 
to  purchase  100  units  of  cotton,  comparing  1913  with  November  1, 
1923.  On  the  other  hand,  the  com  farmer  can  only  buy  80  units 
of  all  commodities  with  his  100  units  of  com. 

Senator  Norbeck.  And  wheat?    How  about  that ? 

Mr.  Brand.  The  wheat  farmer  can  buy  78  units  of  all  commodi- 
ties with  his  100  units  of  wheat,  and  the  hav  farmer  can  buy  84 
units  of  all  commodities  with  his  100  units  of  hay,  while  the  potato 
grower  can  buy  84  units  of  all  commodities  with  his  100  units  of  pota- 
toes.    That  is  in  terms  of  all  commodities. 

Senator  Norbeck.  How  about  beef  ?     Have  you  got  that  ? 
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Mr.  Brand.  Yes ;  I  have  beef  also.  Beef  cattle  are  at  a  still  worse 
disparity.  Both  beef  and  pork.  It  takes  59.  They  stand  at  59, 
both  of  them. 

Senator  Norbeck.  That  is  the  point  I  was  getting  at.    Thank  you. 

Senator  Johnson.  Going  back  to  potatoes,  what  year  was  that 
figuring  on  now  ? 

Mr.  Brand.  I  am  comparing  1913  and  1923  as  of  November  1. 

Senator  Johnson.  You  have  those  two  bad  years,  1922  and  1923  ? 

Mr.  Brand.  Yes.  On  the  other  hand,  the  egg  man,  it  takes  163 
units  of  all  commodities  to  buy  100  imits  of  eggs;  it  takes  111  units  of 
all  commodities  to  buy  100  units  of  butter,  and  it  takes  143  units 
of  all  other  commodities  to  buy  100  units  of  wool. 

Those  are  the  only  figures  that  I  have  with  me. 

Senator  Gooding.  That  would  mean  that  the  cotton  raiser  and 
wool  raiser  and  dairy  man  are  better  off  now  than  they  were  in  1913, 
and  the  others  are  33  per  cent  worse  off  ? 

Mr.  Brand.  Yes,  Senator.  And  it  is  worthy  of  notice  that  in  the 
case  of  each  of  those  three  products  we  are  on  a  domestic  basis, 
fortunately,  and  they  are  the  only  ones  in  the  whole  list  that  I  read 
you  that  are  in  that  fortimate  position,  and  I  don't  know  that  I 
mdicated  it,  but  cotton  is  in  that  fortunate  position  only  because  of 
the  ravages  of  the  boll  weevil,  of  the  army  worm,  and  other  mis- 
fortunes, which  are  not  evenly  spread  over  the  belt,  so  that  there  are 
certain  sections  suffering  from  the  boll  weevil,  while  other  sections 
are  doing  very  well. 

Senator  Ransdell.  As  a  matter  of  fact  he  is  doing  pretty  bad  in 
some  places? 

Mr.  Brand.  I  was  in  the  South  in  October  and  I  never  saw  as  bad 
a  situation  as  prevails  in  the  cotton  States.  In  spite  of  the  fact  that 
the  price  was  aroimd  12  cents  in  1913  and  36  cents  now,  it  does  not 
mean  there  is  any  more  prosperity  in  the  cotton  sections. 

Senator  Ladd.  A  southern  Senator  told  me  that  he  planted  for 
150  bales  last  season,  with  every  prospect  of  making  it,  and  made  30. 

Senator  Gooding.  The  boll  weevil  curtailed  the  cotton  crop,  but 
it  has  not  been  done  in  a  fair  way.  The  boll  weevil  has  destroyed 
some  entirely  and  left  others  practically  untouched. 

Mr.  Brand.  It  is  not  evenly  distributed. 

Senator  Gooding.  He  has  not  been  fair  about  it.  It  would  have 
been  all  right  if  he  had  been  fair  and  played  the  game  ri^ht. 

Senator  Norbeck.  If  he  had  taken  a  little  out  of  each  bale  ? 

Senator  Gooding.  Yes;  if  he  had  taken  a  little  out  of  each  bale  it 
would  have  been  a  good  thing.  Sometimes  misfortunes  teach  us 
great  lessons. 

Mr.  Brand.  I  don't  want  to  be  understood  in  what  I  say  about 
wages  as  criticizing  the  wage  scale.  I  am  strongly  in  favor  of  a  high 
wage  scale,  and  I  think  practically  all  farmers  are,  only  they  don't 
want  to  be  the  goats.     They  want  to  be  on  an  equality. 

Senator  Gooding.  He  is  getting  foolish.  He  thinks  he  ought  to  be 
on  an  equality.  He  never  has  been.  He  has  been  nearer  what  he  is 
at  the  present  time. 

The  Chairman.  Getting  back  again  to  where  we  started  when  you 
were  interrupted  about  that  wage  scale,  do  you  think  those  figures 
show  that  the  union  scale  of  wages  is  too  high,  considering  the  cost  of 
living  ? 


«;• 


PURCHASE  AND  SALE   OF  FARM  PRODUCTS. 


597 


H^ 


» 


\r 


• 


i 


4t 


Mr.  Brand.  Not  in  my  judgment.  I  don't  think  they  do  show  it. 
I  think  that  shows  that  American  labor  is  living  on  a  desirable  scale, 
and  a  scale  which  is  well  worthy  of  preservation.  . 

The  Chairman.  I  think  you  are  right  about  that,  but  I  am  askmg 
that  question  because  you  are  discussing  now  the  probable  mcrease 
of  the  cost  of  living  if  this  bill  goes  into  effect.  I  don't  know  why 
you  gave  us  those  union  scales  unless  it  was  to  show  that  that  kmd 
of  labor  was  being  paid  now  a  price  that  would  enable  them  to  absorb 
this  increased  cost  of  living  without  asking  that  their  wages  be  m- 
creased.     Is  that  your  idea?  .  ..      , 

Mr.  Brand.  I  think  that  is  the  only  inference  that  should  be  drawTi. 

The  Chairman.  I  drew  that  inference.  Now,  then,  if  the.  wage 
scale  is  now  none  too  high,  considering  the  present  cost  of  living,  will 
it  not  involve  an  increased  cost  of  living,  and  in  that  event  would  it 
not  be  true  that  they  would  ask  for  and  be  entitled  to  an  increase  ? 

Mr.  Brand.  I  don't  think  that  would  flow  from  an  increase  in  the 
price  of  one,  two,  or  three  commodities,  a  small  number  of  com- 
modities. 

The  Chairman.  No;  but  if  the  cost  of  hvmg  were  increased— and 
you  say  this  bill  would  have  a  tendency  to  bring  about  an  increased 
cost  of  living— it  would  mean  that  those  laborers  who  are  getting  the 
union  scale  of  wages  in  various  lines  would  have  their  dollar  decreased 
in  purchasing  value  to  some  extent  ? 

Mr.  Brand.  Yes. 

The  Chairman.  That  being  true,  would  they  not  ask  for  and  would 
they  not  be  entitled  to  have  the  purchasing  power  of  theu*  dollar 
put  back  where  it  ought  to  be,  and  ask  for  another  increase  in  wages? 

Mr.  Brand.  Well,  I  am  looking  at  this  from  the  farmers'  stand- 
point. 

The  Chairman.  I  understand  that. 

Mr.  Brand.  The  farmer  is  working  on  the  average  I  should  say  at 
least  two  hours  a  day  more  than  labor. 

The  Chairman.  That  is  conceded,  and  I  concede  all  that  in  asking 
the  question,  but  I  am  getting  to  the  practical  proposition  that  if  we 
enact  this  bill  and  it  does  result  in  increased  cost  of  living,  the  logical 
result  will  be  another  increase  in  wages.  . 

Mr.  Brand.  It  will  tend  that  way  inevitably,  but  my  thought  is 
that  it  is  not  fair  to  take  that  out  of  the  farmer,  who  is  suffermg  now. 

The  Chairman.  I  admit  that.  Of  course,  the  farmer  is  way  below 
these  other  fellows.  I  realize  that  just  as  you  do,  and  if  there  is  no 
other  way  to  do  it  except  to  follow  that  method,  it  ought  to  be  done, 
even  though  it  does  iucrease  the  cost  of  living.  But  I  am  trying  to 
trace  out  now  fairlv  and  honestly  the  results.  It  seemfe  to  me  that 
would  be  the  logical  result. 

Mr.  Brand.  That  would  be  the  tendencj^,  and  it  should  be  dis- 
tributed over  all  of  them,  and  not  over  certain  groups. 

Senator  McNary.  Do  you  think  the  raising  of  the  price  of  wheat  to 
a  point  where  it  can  be  profitably  produced  would  increase  the  cost 
of  living  appreciably  ? 

Mr.  Brand.  I  do  not.  Senator  McNary.  My  own  judgment  is  that 
the  effect  of  this  bill  would  not  work,  in  the  case  of  wheat,  any  demand 
for  additional  wages. 

The  Chairman.  Of  course,  this  bill,  if  it  worked  out  as  the  authors 
expect  it  to,  will  not  be  confined  to  wheat. 
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Mr.  Brand.  No;  but  to  a  relatively  small  number  of  commodities. 
The  average  per  capita  consumption  of  wheat  is  about  five  and  a 
half  bushels. 

The  Chairman.  Do  you  think  that  the  dealers  would  absorb 
that,  and  it  would  not  increase  the  cost  of  bread,  for  instance  ? 

Senator  Gooding.  No;  they  never  do  that,  Mr.  Chairman. 

The  Chairman.  I  understand  that  myself,  but  I  am  asking  him. 

Mr.  Brand.  They  will,  to  a  considerable  extent,  absorb  it. 

The  Chairman.  Do  you  think  that  any  middleman  or  dealer  ever 
absorbs  anything  of  that  kind  if  he  can  get  away  from  it?  Is  it 
not  the  tendency,  and  has  it  not  been  the  tendency,  that  if  you 
give  him  an  excuse,  the  middleman,  instead  of  absorbing  it,  will 
mcrease  his  profit,  and  he  will  increase  it  more  than  the  increase 
that  comes  to  him?  He  uses  it  as  an  excuse  to  add  to  his  profits, 
and  the  next  dealer  does  the  same  thing,  and  when  you  get  it  to  the 
ultimate  consumer  you  have  added  not  the  actual  difference  in  cost, 
but  you  have  doubled  that  three  or  four  times. 

Mr.  Brand.  That  frequently  occurs,  and  undoubtedly  there  will 
be  agencies  that  will  utilize  tms  or  any  other  measure  that  Congress 
might  pass  to  add  to  their  profits,  or  to  cover  more  adequately  the 
costs.  However,  the  situation  with  respect  to  bread  and  wheat  is 
such  that  it  is  generally  beHeved  that  a  considerable  increase  in  price 
might  occur  without  any  general  increase  in  the  price  of  bread. 

The  Chairman.  I  know  that  is  true,  and  it  may  be  if  it  were  worked 
out  it  could  be  done  that  way,  but  in  practice  it  never  is  done  that 
way,  so  far  as  I  know.  For  instance,  now,  a  few  years  ago  the 
dealers  in  shoes,  say,  would  always  tell  their  customers,  ''Why,  this 
is  an  awful  price,''  and  all  that,  ''but  Congress  has  increased  the  duty 
on  hides,  therefore  they  should  cost  more."  As  a  matter  of  fact 
hides  were  on  the  free  list,  but  the  customer  does  not  know  it,  and 
the  dealer,  if  he  did  know  it,  gave  that  as  an  excuse  for  adding  some- 
thing to  the  price,  and  did  add  something.  I  think  that  is  customary 
in  all  lines  of  business. 

Senator  Gooding.  Pyramiding.  There  is  no  question  of  doubt 
about  it. 

The  Chairman.  The  manufacturer  will  add  it,  the  jobber  will  add 
it,  the  wholesaler  will  add  it,  the  retailer  will  add  it,  and  those  things 
are  doubled  and  trebled  by  the  time  they  get  to  the  consumer. 

Senator  Gooding.  That  is  the  absolute  fact,  and  you  can  not  get 
away  from  it.  As  I  understand  this  bill,  take  this  view,  that  the 
thing  is  out  of  balance  as  it  now  exists.  We,  for  a  hundred  years  or 
more,  until  the  great  World  War  came  on  and  tipped  it  over,  have 
been  bringing  about  an  adjustment  between  farm  prices  and  labor 
and  consumers  very  generally,  and  while  it  may  increase  the  price 
of  living  a  little  bit  on  the  four  or  five  products  put  in  there,  it  only 
brings  about  a  more  even  balance  as  between  all  the  consumers, 
laboring  men  and  everybody  else,  than  exists  at  the  present  time. 
It  can  not  go  on  as  it  is  now.  The  balance  is  over  too  far,  and  labor 
is  going  to  be  100  times  better  off  if  the  farmer  can  have  a  little  pros- 
perity, because  the  farmers'  boys  now  are  all  going  into  town  compet- 
ing with  labor  for  its  job,  and  sometimes  they  have  taken  it  away.  I 
don't  think  the  laboring  men  above  all  men,  I  believe — at  least  those 
who  are  giving  this  matter  any  thought  or  consideration — are  going 
to  be  the  ones  who  are  going  to  object  to  the  farmers  being  moved 
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up  a  step  or  so,  so  they  can  get  on  and  grow  something  to  eat.     Is 
not  that  the  thought  that  is  behind  the  principles  of  the  bill  ? 

Mr.  Brand.  Exactly  so.  This  much  is  certain,  that  the  conditions 
that  have  prevailed  nearly  four  years  now,  and  with  a  movement  of 
over  a  milHon  men  from  the  farms  to  industry  each  year  during  that 
period,  if  it  is  continued  much  longer  the  ill  effect  on  industrial  labor 
will  become  verv  apparent,  because  there  will  be  an  oversupply  of 
labor  then,  and  necessarily  a  readjustment  of  wages  downward  in 

industry. 

Senator  Gooding.  That  is,  the  man  who  is  going  to  be  helped 
most  of  all  in  this  bill,  if  we  can  bring  agriculture  up  so  that  it  will 
be  in  fairly  prosperous  position,  is  the  laboring  man,  because  we 
have  reached  a  position  in  this  country  where  the  country  can  not 
go  on  in  the  condition  it  is  now  in,  with  agriculture  paralyzed,  and 
with  every  industry  in  this  country  overdeveloped.  It  can  not  con- 
tinue at  all  unless  you  can  get  somewhere  near  an  evenly  balanced 
condition.  There  never  has  been  a  time  in  the  history  of  the  country 
when  the  country  has  been  prosperous  with  agriculture  paralyzed 
for  any  length  of  time.  At  the  present  time  it  has  been  extended 
longer  than  ever  before,  and  that  is  because  of  our  great  balance  of 
trade  with  Europe,  and  it  has  been  true  on  the  other  hand  that  when 
manufacture  has  been  depressed  agriculture  has  not  been  prosperous 
very  long.  The  two  great  industries  are  vital  to  the  prosperity  of  the 
whole  country.  We  have  got  to  keep  them  together,  somewhere 
near  on  a  parity. 

Senator  Johnson.  Doctor  Brand,  I  don't  think  I  asked  you  yes- 
terday, but  I  asked  another  witness,  if  the  price  of  wheat  goes  up  50 
cents  a  bushel,  we  will  say,  what  effect  will  that  have  on  the  cost  of 
bran  and  shorts  and  other  feeds  and  by-products  of  wheat  ? 

Mr.  Brand.  It  would  undoubtedly  raise  the  price  of  those.  How- 
ever, the  thought  in  all  the  discussions  of  this  bill  is  that  as  far  as 
Eossible,  at  least  a  large  part  of  the  exportation  provided  for  by  the 
ill  should  be  in  the  form  of  flour,  thus  leaving  a  gi'eater  percentage 
of  the  milling  offals  available  for  dairy  and  other  feeding  in  the 
United  States. 

Senator  Johnson.  While  we  are  on  that,  Doctor  Brand,  I  want 
also  to  ask  you  another  question.  \Mien  Mr.  Jewett  outlined  the 
bill  for  us  the  first  day  he  thought  that  the  price  of  wheat  would  be 
about  $1.50  a  bushel,  based  on  the  average  price  between  1904  and 
1914.     Is  that  correct  ? 

Mr.  Brand.  Yes;  it  would  be  a  trifle  over  that,  arrived  at  by  the 
basis  that  is  outlined  in  this  bill.     That  is  based  on  No.  1  Northern. 

Senator  Johnson.  Can  you  give  the  committee  about  what  corn 
will  be,  and  rye,  or  anything  of  that  kind  ? 

Mr.  Brand.  In  the  case  of  spring  wheat — perhaps  we  had  better 
take  all  wheat,  which  is  arrived  at  by  taking  the  average  of  No.  2 
red  winter  Chicago  and  No.  1  northern  spring  at  Minneapolis.  la 
the  case  of  wheat  the  effect  of  the  bill  should  be  to  raise  the  price, 
for  instance,  for  the  month  of  November,  to  $1.50.  By  the  way, 
all  other  commodities  at  that  time  stood  at  $1,624,  while  wheat,  you 
see,  was  very  much  below  that. 
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In  the  case  of  corn  the  situation  is  this  for  November:  The 
calculated  price,  namely,  the  ratio  price,  would  be  about  97  cents, 
whereas  it  actually  was  84  cents,  or  13  cents  less. 

In  the  case  of  cotton,  as  you  know,  we  have  the  reverse  situation, 
because  of  the  situation  which  we  discussed  a  few  moments  ago. 
Whereas  cotton  actually  was  about  35  cents  in  November,  or  33  cents 
on  the  farm,  under  the  operation  of  the  bill,  if  it  affected  all  products, 
which  it  does  not  do,  it  would  have  been  18. 74 .but  the  bill  specifically 
exempts  all  products  except  those  that  are  below  the  ratio  price. 

Senator  Ransdell.  So  that,  as  you  consider  it,  it  would  not  have 
meant  a  reduction  in  the  price  ? 

Mr.  Brand.  Absolutely  not. 

Senator  Norbeck.  The  wheat  farmers  are  trying  to  get  up  to  the 
same  basis  as  cotton  would  be  at  18  cents  plus? 

Mr.  Brand.  At  18  cents  plus.     That  is  exactly  the  case. 

Senator  Johnson.  I  know,  Mr.  Brand,  you  are  an  expert  in  this 
line,  because  you  have  been  digging  into  it  for  years.  When  jrou 
mentioned  No.  2  red  and  No.  1  northern,  are  these  lower  grades  going 
to  be  taken  care  of  then  in  proportion  ? 

Mr.  Brand.  Yes.  They  would  not  be  dealt  with  specifically,  but 
they  would,  of  course,  take  their  differential. 

Senator  Johnson.  But  would  there  be  an  opportunity  to  dis- 
criminate in  buying  those  lower  grades  ?  That  is  where  we  farmers 
get  it  in  the  neck  the  worst,  as  you  know. 

Mr.  Brand.  I  doubt  whether  it  would  afford  any  opportunity 
which  does  not  at  present  exist.  In  fact  I  think  it  wouki  afford  an 
opportunity  for  a  fairer  treatment  by  reason  of  the  fact  that  the 
corporation  being  a  Government  body  could  by  its  purchases,  help 
the  lower  grades.  Most  of  its  purchases  for  export  would  be  of  the 
lower  grades,  and  it  seems  to  me  it  would  help  the  lower  grades. 

Senator  Johnson.  You  think  this  commission  would  look  after  the 
farmers  on  the  lower  grades  ? 

Mr.  Brand.  I  certamly  do.  I  think  it  would  from  choice  and  from 
necessity,  because  those  are  the  grades  that  are  exported. 

Senator  Johnson.  You  know  some  years  we  don't  get  any  of  those 
grades  in  the  Red  River  Valley  in  Mmnesota. 

Mr.  Brand.  Those  are  the  grades  exported  so  that  the  commission 
would,  by  buying  the  lower  grades,  help  the  lower  grades.  That  is 
my  judgment. 

Senator  Gooding.  Of  course  the  wheat  would  all  be  bought  on  the 
basis  of  No.  1  northern,  would  it  not,  the  same  grade  of  wheat  ? 

Mr.  Brand.  Yes;  and  the  supply  and  demand  for  the  lower  grades 
would    have    opportunity    to     express    itself. 

Senator  Johnson.  As  you  know.  Doctor  Brand,  the  buyers  of  grain 
always  buy  a  whole  lot  of  cars,  several  cars  of  lower  grade,  and  then 
they  buy  a  car  or  two  of  the  higher  grade.  They  even  go  as  far  as  to 
buy  and  pay  a  premium,  and  then  they  mix  them,  and  when  that 
wheat  comes  out  there  is  where  they  make  their  money. 

Senator  Gooding.  That  would  be  eliminated  in  this,  would  it  not, 
to  an  extent  ? 

Senator  Johnson.  At  least  if  it  was  not  the  farmer  would  get  the 
benefit  of  it  ? 

Mr.  Brand.  Certainly.  On  the  very  point  that  Senator  Johnson 
mentioned,  there  is  a  shortage  of  high-grade  milling  wheat  in  the 


1  t^ 


N> 


-     ( 


*> 


> 


V 


)> 


? 


I> 


spring  wheat  territory  this  year.  As  a  result  No.  1  dark  northern  is 
at  a  very  high  premium  relatively.  So  generally  when  you  hear  this 
question  discussed  vou  will  have  people  pointing  out  that  wheat  has 
brought  a  good  price  and  they  will  point  to  No.  1  dark  northern  of 
which  there  is  a  shortage.  The  farmer  has  produced  very  little  of  that 
grade.     That  explains  the  amount  of  Canadian  wheat  that  is  coming 

m  in  spite  of  a  fairly  good  tariff.  .       .      .  ,.    i  t      f^„. 

Senator  Gooding.  It  has  been  commg  m  right  along  now  lor  tour 

or  five  years.  .       .      .  ,  •         ^      ro/^      ^4. 

Mr  Brand  Yes;  and  is  is  coming  m  right  now  m  spite  of  30  cents 
a  bushel  tariff.  Although  the  tariff  is  a  distinct  help,  it  has  not 
resulted  in  absolutely  keeping  out  Canadian  ^ram.  But  it  has  been 
a  very  distinct  help  to  our  farmers.  For  instance,  No.  3  of  the 
Canadian  grades  is  about  97  cents.  No.  3  grades  about  two-thirds  of 
our  No.  1  northern  and  about  one-third  of  our  No.  2.  In  other  words, 
their  grades  are  very  much  more  exacting  than  oui-s.  I  heir  iNo.  3, 
as  I  say,  is  97  centsj  whereas  our  No.  1  is  bringing  about  $1.12.  bo 
that  you  see  there  is  a  distinct  advantage  in  the  tariff,  though  it  does 
not  extend  to  the  full  30  cents.     There  are  other  factoi-s  that  enter 

into  it,  of  course.  .,,111 

Senator  Gooding.  The  only  factor  is  that  the  miller  does  not  pa\ 

it.     That  is  the  factor.     He  never  does  pay  it. 

Mr.  Brand.  There  is  a  lower  transportation  cost. 

Senator  Gooding.  That  has  not  anything  to  do  with  the  price  of 
wheat  at  Winnipeg  and  Minneapolis,  has  it  ^ 

Mr.  Brand.   Yes;  it  has. 

Senator  Gooding.  He  does  not  pay  it,  that  is  all. 

Mr.  Brand.  It  has  to  do  with  the  parity  of  prices.  ^ he  cost  of 
delivery  in  Minneapohs  is  a  factor  because  it  has  to  go  to  Port  W  ilhams 
and  Port  Arthur  and  then  down  to  Minneapolis.  The  freight  rate 
structure  is  such  that  it  almost  never  moves  directly  across  the  bor- 
der. It  almost  always  goes  to  Port  Arthur  or  Port  Williams  and 
comes  down  that  way. 

To  resume,  just  a  word  about  the  question  of  hogs  which  was 
raised.  The  price  of  hogs  in  November,  of  all  hogs  marketed  at  the 
great  markets,  was  7.05  cents  per  pound. 

Senator  Gooding.  If  I  may  go  back  and  clear  up  that  matter  on 
wheat,  this  is  the  point  I  want  to  make:  . 

Winnipeg  and  Minneapohs  are  great  export  stations,  \^u  might- 
say,  of  both  wheat  and  flour,  or  at  least  Minneapolis  is  of  flour,  and 
there  the  wheat  is  exported  also.  The  point  I  want  to  make  is  that 
the  millers  do  not  give  the  farmer  the  lull  benefit  of  the  tariff,  that 
is  what  is  the  matter  with  that,  considering  the  channels  of  shipment, 
or  anything  of  that  kind.     He  does  not  pay  any  more  than  he  has  to 

Mr!  Brand.  I  can  say  this,  Senator  Gooding,  that  the  price  of 
milling  wheat  in  Minneapohs  is  about  the  parity  of  the  country.  In 
other  words,  they  are  paying  more  so  that  they  are  attracting  wheat 
from  as  far  away  as  Oklahoma. 

Senator  Gooding.  They  are  paying  more  because  they  want  a 

certain  grade,  that  is  all. 

Mr.  Brand.  They  lack  good  milling  wheat  and  they  have  got  to 

bring  it  in.  1  i  •    1     r 

Senator  Gooding.  And  there  is  established  there  about  a  thu*d  ol 

all  the  milling  capacity  in  the  United  States.     That  is  one  reason.     Of 
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course  they  pay  a  higher  price  for  those  grades  of  wheat.  I  suppose 
they  throw  ni  some  of  the  h)wer  grades  and  mix  them,  blend  them. 
The  pomt  I  am  finding  fault  with  is  that  the  millers  get  their  com- 
pensatory duty  on  the  flour,  but  they  are  never  fair  about  it  all  the 
way  through,  as  far  as  giving  the  farmer  the  full  benefit  of  the  tariff, 
and  they  never  will  be  until  the  compensatory  duty  is  so  arranged 
that  their  compensatory  duty  is  equal  to  the  price  plus  the  tariff — 
that  IS,  the  foreign  price  plus  the  tariff.  That  is  true  of  the  wool- 
growers.  In  some  of  the  grades  of  wool  they  are  not  getting  more 
than  half.  On  one  grade,  especiallv,  they  are  not  getting  but  about 
two-thirds  of  the  real  protection  that  Congress  gave  them,  and  yet 
they  are  paying  on  the  basis  of  the  compensatory  duty. 

Mr.  Braxd.  I  am  not  an  apologist  for  the  millers.  They  tell  me 
they  are  not  making  very  much  money.  I  don't  know  whether  they 
are  or  not.  I  have  not  examined  theiV  books  and  I  don't  know  any- 
thmg  about  it,  but  that  is  what  they  sav:  that  thev  need  help  also. 
One  of  their  arguments  is  that  if  vou  are  going  to  help  the  farmer  you 
ought  to  help  them. 

To  finish  regarding  hogs,  the  actual  average  price  in  November 
was  7.05  cents.  The  ratio  price  of  hogs,  if  we  base  it  on  the  1905  to 
1914  average,  would  have  been,  under  this  bill,  10.85  instead  of  7.05. 
In  the  case  of  lard  the  difference  is  so  slight  that  there  will  be  no 
motive  for  placing  lard  under  the  operation  of  the  law.  The  actual 
average  price  was  15  cents.  The  calculated  or  ratio  price  would  have 
been  16  cents.  We  are  relatively  the  lard  source  of  the  world,  so 
that  we  furnish  such  a  high  proportion  of  the  quantity  used  by  tlie 
importing  countries  that  we  largely  determine  the  price,  which  is  not 
the  case  with  wheat. 

The  Chairman.  Doctor,  if  I  may,  I  would  like  to  go  back  again 
to  the  labor  (question  where  I  was  interrupted. 

You  have  given  us  the  relative  value  of  the  railroad  men's  wagas. 
Is  that  in  dollars  and  cents  as  compared  to  pre-war  prices,  or  in 
purchasing  value  i 

Mr.  Brand.  That  was  the  index. 
The  Chairman.  In  dollars  and  cents? 
Mr.  Brand.  Yes. 

The  Chairman.  From  your  study,  would  you  say  that  the  present 
level  of  waojes  of  railroad  men  is  too  high,  compared  with  pre-war 
conditions,  basing  it  on  the  purchasing  power  of  their  wages  { 

Mr.  Brand.  I  am  not  an  expert  on  railroad  wages,  Senator.  I  am 
only  anxious  that  we  have  in  mind  bringing  about  a  parity.  I  don't 
know  of  any  railroad  man  that  is  getting  rich,  but  I  do  know  of  a  lot 
of  farmers  that  are  getting  mighty  poor. 

The  Chairman.  I  know  that.  You  always  go  back  to  that  argu- 
ment. I  am  not  disputing  that  with  you.  I  advocate  that  the  same 
as  you  do.  If  the  farmer  is  not  getting  a  square  deal,  and  there  is  no 
other  way  to  help  him  except  by  pulling  down  the  wages  of  the 
laboring  man,  lie  is  entitled  to  it.  ^  But  I  want  the  facts  as  you  know 
them. 

Mr.  Brand.  My  understanding,  if  you  are  asking  me  the  question 
whether  real  wages  have  increased'  the  same  in  value  as  money 

wages 

The  Chairman.  That  is,  the  purchasing  power. 
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Mr.  Brand.  It  has  not  increased,  to  my  undei-standing,  quite  as 
much,  but  it  has  increased  nearly  as  much. 

The  Chairman.  I  am  trying  to  reach  this  point,  whether  if  this 
bill  brings  about  an  increased  cost  of  living,  the  railroad  men  will  ask 
for  an  increased  wage,  and  whether  if  they  do  they  will  be  entitled 

If  the  cost  of  living  increases  and  the  railroad  men's  wage  does 
not  increase,  that  would  mean  that  the  purchasing  power  of  his  wages 
was  in  effect  decreased.  If  we  would  have  to  increase  that,  if  it 
were  right  that  it  should  be  increased,  then  would  it  not  follow  that 
the  railroads  would  take  the  next  step  and  say,  ''Since  wages  are 
increased,  we  must  increase  freight  rates  '  ?  Would  not  that  be  the 
logical  result? 

Mr.  Brand.  Not  necessarily.  ,  i     ,u^ 

The  Chairman.  But  if  they  did  not  absorb  it,  would  it  not  be  the 
result  ?     Would  vou  expect  the  railroads  to  absorb  it  ? 

Mr  Br\nd.  As  a  matter  of  fact,  according  to  the  Bureau  of  A^^ooi' 
Statistics,  the  real  wages  as  distinguished  from  money  wages  of  all 
wage  earners  had  increased  26  per  cent  in  1923  oyer  1914,  therefore 
there  is  a  distinct  area  within  which  they  could  still  draw  upon  their 
present  wa^res  without  an  increase  m  wages,  and  still  not  be  untairly 
treated.     Therefore,  I  say  it  does  not  necessarily  follow. 

Senator  Gooding.  Yoii  say  26  per  cent? 

Mr.  Brand.  Yes.  ,       ..    ,  -,      ■  t 

The  Chairman.  Is  not  this  true,  that  if  the  purchasing  power  of 

the  railroad  man's  wage  is  none  too  great  now  considering  the  cost 

of  livincr,  and  you  increase  the  cost  of  living  it  would  necessarily 

follow  that  his  wages  ought  to  increase  ?     Would  not  that  be  logical 

Mr.  Brand.  He  would  have  to  suffer  some  decrease  m  his  real 

waeres,  I  should  say.  ^  ^  ^  ,  .  i       i  i- 

The  Chairman.  Now,  if  he  did  that  would  he  not  be  demendmg, 

and  because  they  are  organized,  would  they  not  be  able  to  get  an 

increase  of  wages  on  the  railroads  ?  •       •/  *i. 

Mr.  Brand.  My  impression  is  that  they  would  not,  m  view  ol  the 

present  inequities.     I  think  labor  is  fair-minded,  and  they  would 

feel  that  the  inequities  are  not  as  great  with  respect  to  themselves 

as  thev  are  with  respect  to  farming. 

The*^ Chairman.  I  think  they  feel  that  way  now.     Ihey  advocate 

helping  the  farmer  always,  as  far  as  I  know.     Still  that  does  not 

answer  mv  question. 

Senator  McKinley.  Is  not  this  what  you  put  into  tiie  testmiony, 
that  it  takes  $1.60  to  buy  what  a  dollar  did  before  the  war? 

Mr.  Brand.  Yev,  .$1.64.  .  . 

Senator  McKinley.  And  that  the  railroad  man  now  is  getting  $1  .Sb 

where  he  got  $  1  before  ? 

Mr.  Brand.  Factory  labor  is  getting  $2.20.  That  does  not  repre- 
sent the  real  wages.     That  represents  the  money  wages. 

Senator  McKinley.  Railroad  men,  $1.86  and  building,  $2.20. 

Mr.  Brand.  Factory  wages  are  $2.20. 

Senator  McKinley.  I  thought  you  said  railroads. 

Mr.  Brand.  No;  I  said  about  $1.86,  is  my  recollection. 

Senator  McKinley.  Really  they  are  lower  than  the  schedule  of 
all.  wages  on  the  average,  but  are  a  good  deal  higher  than  the  farm- 
labor  wages,  which  are  $1.40. 
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The  Chairman.  Doctor,  this  hill  has  heen  criticized  hy  some,  who 
oppose  it  on  two  grounds  which  1  want  you  either  now  or  at  some 
time  in  your  testimony  to  cover.  One  is 'that  the  fixing  of  the  price 
every  month  would  bring  about  a  Iluctuation  that  would  compel  the 
dealer,  if  he  could  not  hedge,  to  charge  an  additional  price.  Another 
one  is  that  you  would  declare  emergencies  under  this  bill  only  after 
the  product  about  which  you  were  going  to  declare  an  emergency 
had  gone  down  10  per  cent  below  the  ratio  price.  I  don't  care  to 
have  you  take  those  two  things  up  now,  but  whenever  it  would  be 
most  convenient  in  your  testimony  I  would  like  to  have  you  take 
them  both  up. 

Mr.  Brand.  Yes. 

If  I  may,  Mr.  Chairman,  I  wouhl  I'ust  like  to  conclude  on  the  labor 
situation,  because  I  don't  want  to  be  misunderstood.  We  feel  with 
97  per  cent  of  all  the  employees  of  the  building  trades  working  44 
hours  or  less,  in  other  words*  having  a  Saturdav  half  holiday  every 
week  and  something  like  89  per  cent  of  all  laborliaving  48  hours  per 
week  or  less,  that  it  is  not  unfair,  or  the  principles  of  this  bill  are  not 
unfair,  even  though  it  would  tend  to  somewhat  decrease  the  real 
price  of  labor. 

Senator  Harreld.  You  speak  of  relativity  of  prices,  and  of  course 
that  is  the  purpose  of  this  bdl,  but  how  can  you  have  relativity  with- 
out liaying  some  standard  by  which  to  measure  in  aiTiving  at  rela- 
tive prices  I  I  presume  you  mean  to  say  that  the  relative  price  would 
be  the  standard.     Is  that  what  you  niean? 

Mr.  Brand.  There  is  a  distinct  relativity,  and  it  has  a  very  broad 
basis  under  this  bill.  It  has  the  basis  of  a  iO-year  average  from  1905 
to  1914. 

Senator  Harreld.  Wliat  would  be  that  basis  next  year? 

Mr.  Brand.  You  use  the  basis  of  each  month  as  determined  by  the 
Bureau  of  Labor  Statistics,  and  compare  it  with  the  basis  for  that  10- 
year  period  in  order  to  create  a  relativity  in  the  current  month  com- 
parable with  the  purchasing  power  of  the  products  over  the  10-year 
period.  To  illustrate,  in  the  case  of  wheat,  the  September  price  of 
wheat  for  an  average  of  10  years  was  97  cents.  In  order  to  put  it 
on  an  equal  purchasing  basis,  September,  1923,  compared  witli  the 
10-year  average,  it  should  have  been  SI. 58. 

Senator  Harreld.  That  is  the  standard  by  which  you  measure? 

Mr.  Brand.  We  figured  the  10-year  average.  • 

Senator  Norbeck.  That  is  a  permanent  standard  from  which  the 
computations  are  made  ? 

Mr.  Brand.  Yes.  Ten  years  is  a  long  time.  Any  average  which 
is  computed  over  a  period  of  10  years  is  certainly  not  unfair. 

Senator  Harreld.  It  is  axiomatic  that  in  order  to  obtain  relativity 
you  have  to  have  a  standard  of  some  sort. 

Mr.  Brand.  Yes.     That  is  the  standard. 

Senator  Ransdell.  In  arriving  at  the  wages  of  farmers,  etc., 
I  suppose  you  take  into  consideration  the  fact  that  the  farmers  are 
furnished  housing  free  of  rent,  wood,  and  water  and  everything  of 
that  kind  on  the  farm  which  the  laborer  in  the  city  does  not  receive  ? 

Mr.  Brand.  I  have  used  two  sources  of  figures;  one  the  monthly 
labor  review,  and  the  other  the  report  of  the  National  Industrial 
Conference  Board.     Most  of  the  figures  I  have  given  you  are  the 
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Bureau  of  Labor  Statistics  figures,  and  I  am  not  in  all  cases  familiar 

with  the  underlying  procedure.  ^,        u     ti,<.f   f,.ll   pnn- 

Senator  Ransdell.  You  would  assume,  though,  that  full  con- 
sideration is  given  to  that  fact  ?  ,  „     1,  „ii    „f 

Mr.  Brand.  Unquestionably,  Senator  Ransdell,  because  all  of 
these  figures  are  constructed  with  the  greatest  of  care. 

Senator  Ransdell.  I  am  not  familiar  with  it,  but  I  am  quite  sure 
they  do  consider  those  facts.  „„  matter 

Senator  McNary.  You  said  you  wanted  to  clear  up  «««  matter 
and  then  you  would  answer  the  question  of  the  chairman.     W  ill  \  ou 

discuss  that  at  this  time  ?  a    ^    1 1.     ■ „  .n/>ntV.lv 

Mr.  Brand.  His  first  question  was  ^e  effect  of  having  a  month^ 
change  of  price,  namely,  that  that  would  be  disturbing  to  the  present 
method  of  doing  business.     I  am  inclined  to  believe  it  ^^ould  be. 
Senator  McNary.  Would  be  disturbing  to  the  present  method  of 

doing  business  ?  ^i    ^   ,.       „I.^  k,. 

Mr.  Brand.  Yes;  I  am  inclined  to  believe  that  it  would  be. 

Senator  Gooding.  The  present  method?  .      •  „  „. 

Mr  Brand.  Yes.  You  see  we  would  have  12  changes  of  price  at 
least  for  the  basic  grade  of  the  has  c  commodity,  one  each  month  in 
order  to  keep  it  in  tune  with  the  10-year  average.  Now,  ^1 
understand  the  chairman,  the  point  has  been  made  that  that^^"  « 
create  great  difficulties  with  present  "Perations  because  they  could 
not  hedge  themselves  in  the  futures  market  and  would  thus  be  de- 
prived of  their  insurance. 

The  Chairman.  Yes.  ,  .  ,    ,        •  *  ;„  tk„t  ^^^n 

Mr.  Brand.  I  am  inclined  to  think  there  is  some  merit  in  that  con- 
tention I  am  not  at  all  certain,  though,  Senator  McNary,  whether 
it  is  great  enough  to  warrant  disposing  of  the  principle  of  mamtainmg 
a  parity  of  price  rather  than  maintaining  a  fixed  P^ce  [o^  »  year  1 
am  not  at  all  convinced  of  that,  because  il  seems  to  me  that  ,t  is  about 
the  difference  between  walking  across  the  flower  plot  to  gf  f ' »««  ^e 
sidewalk,  which  is  a  perfectly  proper  place  to  be,  instead  of  walking 

TeiorM^You    think,    then,    that    that    would    prevent 

hedging  in  order  to  insure  1 

Mr.  Brand.  I  am  not  certain.  f,.„Tron««« 

Senator  McNary.  Now,  as  was  suggested  by  a'^'tness  from  Kansas 

City,  could  that  price  be  fixed,  say,  in  September  or  October  for  a 

"TClrutm  be  fixed.  In  other  words,  you  could  compute 
it  vearlv  Usino-  the  yearly  indices,  vou  could  compute  a  yearlj  a^  er- 
agnndvou  could  thL  us^e  that  if  i  is  desired  Persona  ly  I  do  no 
believe  very  strongly  in  fixing  yearly  prices.  However,  tbere  is  le^^ 
objection  under  a  plan  of  thislind  to  a  fixed  vearlv  price  than  there^is 
to  any  other  plan,  because  of  the  fact  that  the  differences  in  the  eml 
are  assessed  back  to  the  grower.  ,     /,    .  ^i,-       ti,„  „,>,-,«♦ 

Senator  Gooding.  Is  It  not  a  fact  that  the  first  thing  the  wheat 
dealer  and  buyer  does  is  to  look  at  the  price  of  wheat  in  the  paper,  anrt 
it  may  change  every  day.     It  does  fluctuate  more  or  less  up  and 

down  every  day.  .    ,  ,t.     ■  t'u™*  i;/.Voi.  ;= 

Mr.  BR.AND.  It  fluctuates  every  moment  of  the  day.     That  ticker  is 

running  from  the  opening  of  the  market  to  the  closing  of  the  market. 
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Senator  Gooding.  And  no  tick  is  exactly  the  same.  It  is  up  and 
down.  Of  course,  all  tickers  tick  the  same,  but  what  I  mean  to  say  is 
that  the  market  fluctuates. 

Mr.  Brand.  Yes. 

Senator  Gooding.  And  sometimes  very  widely? 

Mr.  Brand.  Yes. 

Senator  Gooding.  And  tliis  will  have  a  good  deal  to  do  toward 
eliminating  that  ? 

Mr.  Brand.  It  will  undoubtedly  tend  to  reduce  the  amount  of 
fluctuation. 

Senator  Gooding.  Tickers  won't  be  quite  so  busy,  will  they? 

Mr.  Brand.  It  depends.  There  is  n  possibility  that  the  scrip 
might  be  found  to  afford  a  hedge,  and  that  there  niight  be  a  trading 
in  scrip. 

Senator  Harreld.  Have  you  testified  about  the  scrip  yet  ? 

Mr.  Brand.  Only  slightly*  yesterday.  Senator. 

Now,  what  was  the  second  question,  Mr.  Chairman  ? 

The  Chairman.  The  second  question  was  that  the  emergency  is 
not  to  be  declared  until  the  fluctuation  in  the  price  is  10  per  cent 
below  the  ratio  price. 

But  before  you  go  to  that,  would  it  be  advisable  to  change  the 
period  of  fixing  the  price  ?  Suppose  it  were  fixed  every  three  months, 
or  suppose  it  was  fixed  every  six  months,  or  suppose  it  was  fixed 
at  the  beginning  of  the  wheat  season,  say  in  September.  Would 
that  remedy  that  situation?  Would  it  be  desimble,  and  if  it  is  not 
desirable,  why? 

Mr.  Brand.  The  idea  of  a  fixed  price  is  bad. 

The  Chairman.  Well,  you  have  a  fixed  price  here. 

Mr.  Brand.  But  it  is  a  fixed  price,  it  seems  to  me,  that  has  a 
ver}^  distinct  basis  of  reasoning  that  is  altogether  defensible.  Some- 
what the  same  defense  can  be  argued  for  the  yearly  price  which 
would  be  determined  by  the  use  of  the  same  figures. 

The  Chairman.  If  it  were  fixed  on  a  yearly  basis,  that  would 
relieve  the  miller,  would  it  not,  from  the  necessity  of  hedging? 

Mr.  Brand.  I  don't  believe  they  would  be  deprived  of  the  facility 
of  hedging.  I  think  that  it  is  altogether  possible  that  under  the 
operation  of  this  bill  it  would  be  found  that  the  hedging  market  could 
still  operate. 

The  Chairman.  These  grain  exchange  men  say,  or  at  least  some 
of  them,  that  it  would  drive  them  out  of  business. 

Mr.  Brand.  I  know  they  do,  Mr.  Chairman.  They  have  said  that 
to  me,  and  I  am  sure  they  say  it — at  least  so  far  as  their  present 
information  is  concerned — honestly.  I  am  not  convinced  that  when 
the  time  comes  if  they  will  devote  the  same  amount  of  energy  and 
ability  to  discovering  ways  by  which  they  can  help  such  legislation 
they  would  find  ways  of  still  continuing  to  perform  their  function. 
It  might  not  be  what  they  are  used  to,  but  we  are  trying  to  meet  an 
emergency. 

Senator  Harreld.  Could  they  use  the  scrip  as  the  basis  of  hedging  ? 

Mr.  Brand.  It  seems  to  me  they  could,  and  a  great  many  of  them 
have  said  to  me  that  might  be  the  result,  that  there  would  be  hedg- 
ing in  scrip,  which  represents  the  difference  between  the  cash  amount 
paid  for  wheat  and  the  final  price. 
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Senator  Harreld.  It  seems  to  me  they  would  have  a  safety  valve 
thf^re 

Mr.  Brand.  I  am  inclined  to  think  they  would,  but  many  of  them 

are  of  a  different  opinion. 

Senator  Gooding.  Your  basis  that  you  have  established  on  400 
commodities  there  would  not  fluctuate  so  greatly  as  that  it  would  be 
necessary,  it  seems  to  me,  unless  it  is  done  more  in  a  spirit  of  fair- 
ness than  anything  else  to  make  a  price  every  month. 

Mr.  Brand.  It  is  upon  the  principle  of  fairness  to  keep  them 
responsive  to  changes. 

Senator  Gooding.  I  can  see  that  there  is  some  fluctuation  m  the 
price  of  those  commodities,  and  consumers  would  be  entitled  to  have 
the  benefit  of  it. 

Mr.  Brand.  That  is  the  point.  We  might,  for  instance,  run  into 
a  period  of  national  depression  in  industry  and  commerce  generally, 
and  it  might  come  quickly  when  the  index  figure  of  all  commodities 
would  show  a  sharp  drop,'^and  if  we  w^ere  working  on  a  monthly  basis 
we  could  always  accommodate  the  operations  of  the  corporation  to 
that,  which  would  be  in  the  interest  of  the  consumer. 

Senator  Gooding.  I  don't  see  how  anything  could  be  fairer  than 
this  bill  is.  The  more  I  study  it  the  more  I  feel  that  running  all  the 
way  through  it  there  is  a  spirit  of  complete  fairness,  and  it  seems  to 
me  it  ought  to  be  accepted,  especially  by  labor.  I  can  understand 
the  attitude  of  the  speculator.  Of  course  it  is  going  to  take  this 
spirit  of  speculation  very  nicely  out  of  wheat.  There  is  no  doubt 
about  that.  And  I  think  it  ought  to  be  taken  out.  When  you  can 
have  a  safe  method  of  transacting  business,  I  don't  know  w^hether  it 
is  harmful  or  not  to  them.  That  is  a  pretty  big  problem,  to  say 
whether  it  is  or  whether  it  is  not,  whether  it  has  been  helpful  at  times. 

Senator  McNary.  Mr.  Brand,  would  it  prevent  mills  from  buying 
grain  through  the  grain  exchanges? 

Mr.  Brand.  Only  if  the  general  effect  of  the  bill  was  to  destrov 
the  power  to  trade  in  the  emergency  or  basic  commodities.  It  would 
not  m  itself,  but  it  might  flow  from  the  effect.  For  instance,  just  as 
an  iUustration:  I  might  say  that  I  do  not  think  that  it  would  put 
people  out  of  business,  and  I  doubt  if  we  want  to  put  them  out  of 
business,  because  being  an  emergency  measure,  when  the  emergency 
ceases  to  exist  Congress  wants  these  men  to  be  there  no  doubt,  readv 
to  function  again,  which  they  might  not  be  if  they  were  put  out  of 
business  in  the  interim.  So  I  say  that  the  opportunity  to  hedge  is  an 
important  one.  It  might  be  somewhat  disturbed  by  this.  It  is  not 
clear  to  me  that  there  would  not  be  people  who  would  find  m  the 
scrip  or  otherwise  an  opportunity  to  hedge  themselves. 

Senator  McNary.  I  was  speaking  more  particularly  in  regard  to 
futures  as  favoring  the  grain  exchange. 

Mr.  Brand.  The  export  part  of  the  crop  is  almost  always  100  per 
cent  hedged,  and  it  would  be  a  question  then  of  whether  the  corpora- 
tion hedged  its  export  purchases.  . 

Senator  Ransdell.  I  wanted  you,  Mr.  Brand,  to  point  out  the 
provision  of  the  bill  which  would  keep  cotton  from  going  down  to 
the  basic  price.     It  is  now  pretty  nearly  double  the  basic  price. 

Mr.  Brand.  Whenever  the  commission  shall  find  that  the  ratio 
price  would  be  higher  than  the  existing  price.  Let  me  see.  What 
section  is  that? 
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Senator  Gooding.  Where  would  cotton  go  before  the  commission 
would  touch  it  ?     That  is  what  we  want  to  find  out. 

Mr.  Brand.  It  would  have  to  be  below  18  cents. 

Senator  Ransdell.  What  I  was  interested  in  was  to  see  whether 
the  bill  would  cause  cotton  to  fall  in  price  to  that  basic  price  of  18 
cents  ?  It  is  now  nearly  double  that.  I  want  to  know  whether  if  the 
bill  were  enacted  into  law  its  effect  would  be  to  reduce  the  price  of 
cotton  ? 

Mr.  Brand.  It  is  section  22  of  the  bill  under  '^  Special  emergency." 
That  is  only  when  it  would  increase  the  price. 

Senator  Gooding.  You  don't  touch  it  when  the  price  gets  above  ? 

Mr.  Brand.  No,  because  economic  conditions  have  put  it  above 
and  it  is  entitled  to  enjoy  the  higher  price. 

I  find,  Mr.  Chairman,  an  inclination  to  misunderstand  the  bill  as  an 
intention  to  reduce  the  prices  of  these  commodities  when  they  go 
above  the  ratio  price.  Of  course  that  is  not  the  intention  in  any 
respect  whatsoever. 

The  chairman  raised  the  question  regarding  the  10  per  cent  pro- 
vision. 

The  special  emergency  does  not  depend  upon  the  price  being  10 
per  cent  below  the  ratio  price,  so  I  am  not  quite  clear  as  to  just  what 
your  question  meant.  The  special  emergency  is  declared  upon  the 
recommendation  of  the  commission  by  the  President,  upon  the  general 
finding  that  the  price  is  below  what  would  be  believed  to  be  a  proper 
ratio  price.  The  10  per  cent  provision  as  it  stands  relates  to  when  the 
corporation  might  resell  in  the  domestic  market,  or  when  it  might 
purchase  the  quotas  of  future  periods. 

The  Chairman.  Well,  they  could  sell  in  the  domestic  market 
when  they  had  something  that  they  had  bought,  say,  for  export. 
In  other  words,  instead  of  exporting  it  they  could  sell  it  in  the  domes- 
tic market  if  the  price  went  up  10  per  cent  above  ? 

Mr.  Brand.  Section  25,  on  the  ''export  surplus,"  provides  that 
whenever  the  purchase  of  the  monthl}^  quotas  does  not  produce  the 
effect  of  keeping  the  cash  price  of  the  whole  at  least  above  10  per 
cent  below  the  ratio  price,  thereupon  the  commission  may  revise  the 
monthly  quotas  ana  instruct  the  corporation  to  purchase  these 
quotas  for  future  months  in  order  to  take  that  much  more  off  the 
market  and  produce  the  ratio  price.  Then,  per  contra — and  I  recall 
now  that  my  original  suggestion  was  changed  on  that;  the  original 
suggestion  was  when  the  price  was  elevated  to  10  per  cent  above  the 
ratio  price,  thereupon  automatically  the  commission  should  be 
required  to  dispose  in  the  domestic  market  of  any  surplus  it  had  on 
hand.  However,  that  was  changed,  and  now,  upon  orders  of  the 
commission  when  it  deems  wise  it  may  order  the  corporation  to  resell 
in  the  domestic  market  rather  than  making  it  a  provision  of  the  law, 
so  that  we  shall  not  export  quantities  to  the  disadvantage  of  our 
American  consumers.  That  is  taken  care  of  now,  only  taken  care 
of  in  a  somewhat  different  way,  leaving  it  with  the  policy-adopting 
commission  to  direct  the  corporation  when  it  shall  act  accordingly. 

Does  that  answer  your  question,  Mr.  Chairman  ? 

The  Chairman.  Well,  it  was  not  my  question.  Doctor.  It  is  one 
of  the  criticisms  that  has  been  made  by  those  who  are  opposing  the 
bill,  and  I  wanted  to  give  you  the  benefit  of  the  criticisms  so  that 
you  could  answer  them.     I  have  not  made  that  objection. 
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Mr.  Brand.  I  hope  that  covers  it,  and  if  there  are  any  other 
features  of  the  criticism  that  I  have  not  covered,  I  would  be  very 
glad   to  cover  them  if  they  were  called  to  my  attention,  if  it  was 

possible  for  me  to  do  so.  .        •    i  •    .     ^i,  n  fU 

The  Chairman.  The  only  idea  I  have  in  mind  is  to  throw  all  tiie 
light  on  this  bill  that  can  be  thrown  on  it,  and  if  anybody  criticizes 
it  I  would  like  to  give  you  an  opportunity  to  answer  the  criticism. 

Mr.  Brand.  I  am  glad  to  have  that  opportunity. 

The  Chairman.  The  operation  of  this  bill,  as  it  apphes  to  wheat 
or  something  similar  to  wheat,  corn  or  cotton,  is  comparatively 
simple,  but  we  have  not  had  anybody,  I  think,  before  the  com- 
mittee yet  who  has  given  a  very  satisfactory  explanation  of  just 
how  the  bill  could  be  made  to  operate  with  regard  to  hogs  or  cattle. 

Mr.  Brand.  With  respect  to  hogs,  as  an  illustration 

The  Chairman.  Yes.     Take  that  as  an  illustration. 

Mr  Brand.  My  judgment  now  is  that  it  may  be  found  to  be  le^s 
difficult  to  deal  with  hogs,  for  instance,  than  with  wheat,  for  the 
reason  that  so  great  a  part  of  aU  of  the  hoffs  thfet  are  butchered  are 
butchered  in  a  relatively  small  number  of  plants.  The  slaughterings 
in  the  year  1923— and  they  were  the  greatest  the  United  States  has 
ever  had— were  53,000,000  'head  of  hogs,  but  they  were  all  slaughtered, 
that  53,000,000  head,  in  the  inspected  plants  now  under  the  inspec- 
tion of  the  Bureau  of  Animal  Industry  of  the  Department  of  Agri- 
culture, so  that  immediately  a  very  large  proportion  of  the  hog 
crop  flows  through  a  certain  hmited  number  of  channels,  a  very  much 
more  limited  number  than  in  the  case  of  grain.  So  I  am  inchned 
to  beUeve  that  so  far  as  actual  practice  is  concerned  it  is  going  to  be 
easier  to  reach  hogs  than  to  reach  wheat.  ,      •     r  • 

The  Chairman.  To  make  it  satisfactory,  to  make  it  fair  to  the 
farmer  who  has  to  stand  the  loss,  whatever  it  may  be,  on  the  export 
shipments,  vou  must  in  some  way  by  some  machinery  prevent 
another  farmer  from  staying  out  and  avoiding  the  taking  of  any 
scrip  and  selling  his  hogs  for  cash.  Otherw^ise  you  are  imposing  a 
burden  on  the  fellow  who  is  fair  and  letting  the  fellow  who  is  not  fair 
get  away  with  the  profits. 

Mr.  Brand.  That  is  true.  Ileal  uniformity  must  be  absolutely 
observed  in  the  case  of  hogs  as  in  the  case  of  wheat. 

The  Chairman.  The  difficulty  with  hogs  is  the  question  of  how 
you  can  make  this  machinery  follow  them.  Suppose  I  take  a  half 
ilozen  hogs  in  my  wagon  and  take  them  to  my  home  town  and  sell 
them  to  a  dealer. 

Mr.  Brand.  You  can  follow  exactly  the  same  theory  of  the  use  of 

scrip  w4th  relation  to  hogs  as  to  wheat. 

The  Chairman.  For  instance,  you  are  a  dealer 

Mr.  Brand.  Yes;  and  I  go  to  the  post  office,  and  we  will  say  that 
only  two  products  have  been  declared  in  the  special  emergency  class 
to  be  basic  commodities  for  the  pur^iose  of  the  act — wheat  and  hogs. 
There  will  be  two  distinct  series  of  scrip  stamps  of  the  different 
values  to  cover  these  two  transactions.  It  is  possible  it  might  be 
convenient  to  fix  a  method  so  that  a  single  series  would  answer  it, 
but  two  series  would  certainly  answer  it.  I  go  to  the  post  office  and 
provide  myself,  as  a  buyer  of  hogs,  with  a  suitable  number  of  stamps 
to  enable  me  to  handle  my  business,  and  I  buy  one,  two,  six  or  seven 
hogs,  and  this  statement  should  be  based  upon  value  rather  than  upon 
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quantity,  and  I  suggest  to  the  chairman  that  if  the  bill  is  reported 
you  add  to  it  a  provision  covering  value  instead  of  quantity  only, 
because  it  is  much  easier  to  settle  on  the  question  of  value  than  it 
will  be  on  the  basis  of  quantitv,  because  there  is  such  a  difference  in 
the  valuation  of  the  different  quantities. 

The  Chairman.  Now,  here  is  a  little  station  way  out  in  Colorado, 
we  will  say,  that  is  shipping  hogs.  If  this  commission  has  determined 
the  price  of  hogs  in  Chicago,  and  you  bring  about  your  ratio  price 
based  upon  pre-war  purchasing  power  of  the  hog  producer's  dollar, 
and  we  will  say  the  price  of  hogs  should  be  a  certain  figure,  we  will 
say  10  cents  a  pound.  Now,  you  have  also  made  an  estimate  as  to 
what  the  exportable  surplus  will  be,  and,  as  you  have  found,  we  must 
snip  out  a  certain  amount. 

Mr.  Brand.  Yes. 
,  "^^^  ^i^AiK^^\AN.  Now,  you  would  have  to  compute  for  every  station 
that  shipped  hogs,  and  you  would  have  to  determine  where  they 
should  ship  the  hog^  m  order  to  get  the  freight  before  you  could  fix 
the  price,  would  you  not  ? 

Mr.  Brand.  I  don't  see  that  that  would  be  necessary,  Mr.  Chair- 
man. I  would  say  that  it  would  be  sufficient.  Suppose  this  man 
brought  m  a  small  load  of,  say,  six  hogs,  and  they  averaged  200 
pounds  apiece.  He  brings  in  1,200  pounds  of  hogs.  We  will  say  the 
present  price  is  7  cents  and  the  ratio  price  would  be  10  cents,  just  to 
make  it  convenient  round  numbers.  It  would  seem  on  the  face  of  it, 
then,  that  scrip  should  be  issued  for  an  amount  in  any  event  not  to 
exceed  3  cents,  but  as  we  are  confident  of  the  performance  of  the  pro- 
posed ratio  it  is  not  necessary  to  cover  that  whole  margin  because  the 
eftect  is  inevitably  going  to  be,  by  removing  this  exportable  surplus, 
to  raise  the  old  value  to  something,  we  will  say,  between  9  and  10 
cents;  therefore  the  scrip  does  not  need  to  amount  to  as  much  as  3 
cents,  which  is  the  maximum  that  it  could  possibly  amount  to, 
namely,  the  difierence  between  the  10-year  average  and  the  calcu- 
lated ratio  price. 

Senator  Goodlvg.  In  the  case  of  hogs,  say,  would  it  have  a  tend- 
ency to  change  the  method  of  shipment,  or  something  of  that  kind  « 
Mr.  Brand.  I  don't  see  why  it  should. 

Senator  GooDiXG.  In  places  now  they  are  running  around  in  little 

b  ord  trucks,  picking  them  up,  a  small  drove  here  and  there,  makin<y 

a  load  and  shipping  them.  .  ^ 

Mr.  Brand.  In  addition  to  his  check  book  that  Ford  truck  buyer 

will  carry  some  stamps  with  him. 

The  Chairman.  Now,  go  ahead  with  vour  illustration. 
Mr.  Brand.  We  will  say  that  it  is  found  that  there  should  be  a 
change  in  the  law,  and  it  should  be  based  on  value.  For  each  10 
cents  of  value,  then,  he  will  make  up  his  account  sales,  and  we  will 
say  he  buys  the  hogs,  for  convenience,  at  10  cents.  He  would  pay 
$120  for  the  hogs.  Now,  he  has  to  issue  1^  cents  for  every  10  cents 
of  value,  or  he  has  to  issue  15  per  cent  in  scrip,  therefore  he  will  take 
his  accounting,  $120,  multiply  it  by  his  15  per  cent,  and  he  would 
give  him  in  cash  all  except  $18,  and  the  $18  will  be  given  to  him  in 
scrip. 

The  Chairman.  Now,  you  would  make  it  compulsory  on  every 
man  m  the  United  States  who  buys  hogs  to  follow  out  that  operation » 
Mr,  Brand.  Yes. 
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The  Chairman.  Now,  nobody  could  go  into  the  hog  business 
unless  he  provided  himself  with  the  scrip  to  buy.  Suppose  I  was 
running  a  butcher  shop  and  I  bought  the  hogs  of  the  farmer.  Would 
I  come  under  the  bill  also  ? 

Mr.  Brand.  Yes.  ,  ,        ,        .        j 

The  Chairman.  Suppose  I  was  a  farmer  and  bought  a  brood  sow 
from  my  neighbor.     Would  I  come  under  that  bill  ? 

Mr.  Brand.  It  seems  unnecessary  in  such  a  case.  But  a  rule  of 
uniformity  must  be  preserved  if  you  are  going  to  get  equitable 
results,  so  that  transaction  must  also  be  included. 

Senator  Gooding.  Is  that  necessary,  do  you  think? 

Mr.  Brand.  I  think  that  simplicity  of  operation  will  come  out  of 
making  it  absolutely  uniformly  operatable. 

The  Chairman,  the  bill  provides  a  criminal  penalty  for  anybody 
who  does  not  give  the  scrip. 

Mr.  Brand.  No,  only  a  civil  penalty. 

The  Chairman.  You  have  got  to  put  m  the  necessary  machinery 

to  enforce  that.  •     •     i 

Mr.  Brand.  I  think  it  would  be  wise  to  put  m  a  crmimal  provision. 

The  Cilvirmax.  You  have  to  make  this  man  who  buys  hogs  and 
who  does  not  pay  part  of  it  in  scrip  subject  to  penalties.  You  have 
to  have  some  means  of  bringing  him  in  if  he  does  not  come  m. 

Mr.  Brand.  I  think  it  would  be  a  good  thing  if  a  reasonable 
criminal  penalty  were  included.  The  present  penalty  is  that  the 
amount  of  the  scrip  shall  be  paid  and  that  he  may  be  penalized  m  a 
civil  action  in  addition  one  and  a  half  times  the  amount. 

The  Chairman.  Let  us  trace  it  a  little  further. 

You  get  in  your  half  dozen  hogs,  and  somebody  else  brings  m  hogs 
until  the  local  dealer  gets  enough  to  make  a  carload.  He  sends  that 
carload  to  Chicago  or  Omaha  and  sells  it  to  Swift  &  Co.  Now,  Swift 
&  Co.,  when  they  buy  it,  before  they  will  pay  the  money  for  that  car  of 
hogs  must  be  satisfied  in  some  way  that  the  scrip  has  once  been  paid 
for  all  those  hogs,  because  Swift  &  Co.  will  be  buying  hogs  direct  from 
the  farmers  who  ship  by  the  carload  themselves,  and  they  will  have 
to  be  supplied  with  scrip  also,  and  there  must  be  a  method  devised 
and  followed  bv  which  the  dealer,  the  little  fellow  who  sends  m  a  car- 
load, will  be  alile  to  satisfy  the  purchasers  at  the  slaughterhouse  that 
he  has  already  paid  scrip'  for  all  of  the  hogs  that  he  is  shipping.     Is 

that  covered  in  the  bill  ? 

Mr.  Brand.  It  is  made  universally  applicable,  but,  of  course,  the 
farmer  will  not  part  with  his  hogs  except  in  a  very  peculiar  set  of 
circumstances  unless  he  receives  his  scrip,  because  he  expects  to  get 
the  rest  of  his  money  out  of  it. 

The  Chairman.  I  understand  that,  but  here  is  a  little  man,  John 
Doe,  who  ships  in  a  carload  of  hogs  that  he  has  bought  from  some- 
body else,  and  he  has  paid  the  scrip  on  them,  and  here  comes  another 
man  who  has  shipped  in  another  carload  of  hogs  on  the  same  train 
and  he  has  not  paid  anv  scrip.  They  are  his  hogs.  He  raised  them. 
But  they  look  just  alike.  There  is  nothing  on  the  hogs  to  show 
whether 'scrip  has  been  issued  once  on  them  or  not.  They  both  ship, 
let  us  say,  to  Swift  &  Co.  at  Chicago.  There  must  be  a  method  by 
which  Swift  &  Co.  will  know  when  they  pay  for  those  hogs  whether 
they  must  pay  scrip  or  cash.  In  one  case  they  ought  to  pay  the 
cash  for  them',  and  in  the  other  case  they  ought  to  be  prevented 
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from  paying  that  cash,  because  no  scrip  has  been  issued  on  those 
hogs.     How  wouki  you  do  that  ^ 

Mr.  Brand.  I  would  leave  that  to  enforce  itself,  except  that  I 
would,  for  mv  part,  recommend  a  penalty  section  to  persons  who 
shall  buy  hogs  or  deliver  hogs  on  which  the  payment  of  the  proper 
amount  of  scrip  has  not  passed  once. 

Senator  Gooding.  That  could  be  covered,  so  far  as  that  is  con- 
cerned, with  shipping  bills.  . 

The  Chairman.  Then  somebody  else  would  have  to  come  in,  the 
man  who  issued  the  shipping  bill. 

Mr.  Brand.  It  would  be  all  taken  care  of  by  some  reasonable 

penalty.  .  i       i  ti 

Senator  Gooding.  I    can   see   where    they   might   be   reasonably 

covered. 

The  Chairman.  The  tendency  would  be  for  the  man  to  try  to  get 
all  cash  and  not  take  scrip,  of  course.  The  seller  would  always 
rather  take  it  all  in  money  than  to  take  part  in  scrip,  because  scrip 
means  a  little  loss  to  him. 

Mr.  Brand.  Yes,  but  taking  it  all  together  the  buyer  would  not 

accede  to  that.  . 

The  Chairman.  The  buyer,  in  the  case  I  have  given  to  you,  would 
not  know.  There  may  be*^  a  carload  of  hogs  come  in  there  on  which 
scrip  had  been  issued,  and  another  on  which  it  has  not  been  issued. 
The  commission  could  not  make  a  regulation  by  which  they  would 
be  guiltv  of  crime.     We  have  to  do  that  by  law. 

Mr.  Brand.  Yes.  I  agree  with  you.  Senator,  that  it  would  be 
better  to  cover  that  ground,  and  my  suggestion  for  covering  it  would 
be  by  fixing  a  penalty  in  the  usual  manner  for  failure  to  carry  out 
the  law  in  tnat  respect.  . 

The  Chairman.  The  country  is  so  big  and  the  shipments  so  great 
in  number,  and  I  am  satisfied  you  would  have  a  lot  of  hogs  which 
the  dealer  himself  has  raised,  and  that  is  true  lots  of  times,  that  a 
man  who  buys  hogs  from  other  people  also  raises  hogs  himself,  and 
he  would  have  a  few  head  of  hogs  that  he  raised  himself,  and  the  rest 
of  the  carioad  would  be  made  up  of  hogs  that  he  bought  from  his 
neighbors.  It  seems  to  me  to  be  an  awfully  difficult  thing  in  the 
hog  proposition  to  work  out  the  details.  The  same  thing  would  be 
true  of  the  beef  proposition. 

Senator  Gooding.  I  don't  think  that  the  thing  is  so  serious  as 
that,  Senator.     It  is  going  to  take  a  lot  of  detail,  that  is  true. 

Mr.  Brand.  The  retailer  may  only  carry  6  bushels  of  wheat  to 
the  mill,  and  you  have  the  same  proposition  there. 

The  Chairman.  Yes;  but  here  is  the  miller  who  is  handling  it  from 

everybody.  i     i       i      • 

Senator  Gooding.  I  don't  see  the  point,  as  far  as  the  hog  business 

is  concerned,  as  to  the  losses  that  you  are  finally  takmg  on  your 

export  end.     How  is  that  to  be  distributed  'i 
Mr.  Brand.  In  exactly  the  same  way. 
Senator  Gooding.  Your  losses  then  must  come  out  of  that  portion 

of  the  export,  whatever  it  may  be,  and  can  not  come  from  anybody 

else. 

Mr.  Brand.  It  must  come  out  of  these  scrip  stamps  that  have 

been  issued. 
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Senator  Gooding.  And  those  scrip  stamps  must  be  issued  in  every 
little  town  where  hogs  are  sold  for  local  consumption,  and  all  those 
things  ? 

Mr.  Brand.  It  is  no  more  trouble  than  to  buy  a  postal  card  or  a 
postage  stamp  to  put  on  a  letter. 

The  Chairman.  The  man  who  got  the  scrip  would  be  entitled  to 
get  back,  when  the  thing  is  all  settled  up,  whatever  that  scrip  is 
worth.  If  he  did  not  get  it  at  the  bank  he  would  get  it  from  the 
Government  itself. 

Senator  Gooding.  You  would  be  able  to  say  to  the  packers  and 
everybody  who  buys  hogs  that  this  is  the  market  price  for  30  days 
and  you  must  pay  that  much ;  you  can  not  pay  anything  less  for  it  ? 

Mr.  Brand.  Tlie  commission  says  this  is  the  price  and  thereupon 
it  proceeds  to  buy  the  export  surplus  quota  each  month  at  that 

price. 

The  Chairman.  Just  take  that  proposition.  They  must  use  some 
center  as  a  basis,  like  they  do  on  wheat  ? 

Mr.  Brand.  Yes. 

The  Chairman.  Suppose  they  say  it  is  necessary  now  to  have 
hogs  sell  in  Chicago  at  10  cents  a  pound.  Then  they  must  compute 
what  hogs  would  be  worth  at  Beaver  City,  Nebr.,  which  would  be 
the  difference  between  the  price  at  Chicago  and  the  freight,  would 
it  not  ? 

Mr.  Brand.  Yes. 

The  Chairman.  If  they  sell  at  10  cents  at  Chicago  they  would  get 
that  at  Beaver  City,  Nebr.,  less  the  freight.  You  must  figure  that 
out  in  pounds,  because  you  are  going  to  buy  by  pounds.  Suppose 
when  it  gets  out  there  tfie  price  of  hogs  is  8  cents.  Suppose  I  am  a 
dealer  and  I  say  the  price  there  is  8  cents  that  this  commission  is 
going  to  buy  hogs  at.  Suppose  I  am  a  dealer  and  I  say  I  w^ill  pay 
10  cents  for  hogs. 

Mr.  Brand.  All  right.  Let  him  take  them.  That  would  be  fine. 
We  would  like  to  have  him  do  that. 

The  Chairman.  If  I  pay  10  cents  have  I  got  to  give  scrip  ? 

Mr.  Brand.  Yes,  sir;  absolutely.  The  proper  proportion  of  that 
1 0  cents  would  be  paid  in  scrip.  *  We  would  like  to  have  them  pay 
the  farmer  10  cents.  There  will  be  lots  of  situations  in  the  countrj- 
that  will  warrant  some  premium,  and  there  is  nothing  to  prevent 
their  paying  that. 

Senator  Gooding.  And  the  farmer  gets  the  benefit  ? 

Mr.  Brand.  The  farmer  gets  the  benefit. 

The  Chairman.  The  scrip  in  that  case  would  be  based  not  upon 
the  10  cents  but  on  the  8  cents  ? 

Mr.  Brand.  No,  sir;  the  scrip  would  be  based  on  the  price  at  which 
the  property  changed  hands,  above  or  below. 

The  Chairman.  It  could  not  be  below. 

Mr.  Brand.  I  can  see  a  buyer  going  out  and  putting  up  a  story 
that  would  result  in  their  going  below.  It  depends  on  the  farmer's 
willingness  to  depart  with  it. 

The  Chairman.  If  we  are  willing  to  buy  at  this  price,  I  don't  see 
how  that  could  be. 

Mr.  Brand.  That  is  the  fundamental  difference  between  this  bill 
and  the  ordinary  fixed  price.  It  is  not  a  guaranteed  fixed  price.  It 
is  a  protection  of  price  by  buying  it  and  taking  it  off  the  market. 
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The  Chairman.  If  they  don't  have  to  pay  the  price  that  these 
people  have  set  up,  why  would  it  not  follow,  then,  that  they  never 
would  pay  the  price  ?     They  would  cut  it  down  every  time. 

Mr.  Brand.  The  farmer  would  find  that  there  are  plenty  of  com- 
petitors. 

The  Chairman.  It  depends,  then,  on  competition.  Now,  then,  at 
this  same  place,  Beaver  City,  Nebr.,  suppose  I  bring  in  a  carload  of 
hogs,  and  I  ought  to  get  8  cents  for  them,  and  there  is  only  one  buyer 
there  who  will  only  pay  me  7  cents. 

Mr.  Brand.  All  right,  we  will  get  a  bunch  of  farmers  together  and 
shin  our  own  hogs. 

The  Chairman.  All  right,  then  we  would  have  to  do  that. 

Mr.  Brand.  I  don't  think  they  would.  Senator.  I  think,  as  a 
matter  of  fact,  all  of  this  knowledge  would  be  general. 

The  Chairman.  Yes;  I  think  so. 

Mr.  Brand.  No  buyer  can  get  away  with  that  kind  of  thing  very 
long. 

The  Chairman.  It  would  be  perfectly  natural,  if  the  buyer  could 
get  it  for  less  that  he  would  like  to  do  it.  I  am  not  findfing  fault 
with  the  buyer.  He  wants  to  make  all  he  can  out  of  it.  Suppose 
when  you  got  to  Omaha,  Swift  &  Co.  and  Armour  &  Co.  and  those 
packers,  none  of  them  would  pay  the  price.  There  is  no  competition 
there.  If  about  four  or  five  buyers  got  together  there  would  be  no 
competition,  and  the  farmer  could  not  go  in  and  buy  up  all  the  hogs, 
and  if  they  have  an  oversupply  now,  more  than  they  wanted  to  use, 
put  on  the  market  there,  without  charging  any  fraud  to  them  now 
or  anything  of  that  sort,  they  ought  to  pay  10  cents,  let  us  say,  but 
there  are  so  many  hogs  that  day  that  they  can  not  use  them,  and  so 
they  say  they  won't  pay  but  8  cents.  Your  price  would  not  be  more. 
There  would  not  be  any  way  to  get  more. 

Mr.  Brand.  I  think,  as  a  matter  of  fact,  practically  every  one  of 
these  things  depends  on  the  barter  between  the  individuals,  and  the 
individual  owning  will  not  part  with  his  property  unless  he  gets 
what  it  is  worth. 

The  Chairman.  But  take  this  situation:  This  fellow  ships  a 
carload  of  hogs  to  Chicago  and  it  is  put  on  the  market.  The  buyers 
there,  consisting  of  the  packers,  are  the  only  buyers  who  can  handle 
them.  If  they  are  oversupplied  on  that  particular  day  they  do  not 
want  any  more.  I  can  conceive  a  condition  where  it  would  be 
detrimental  to  them  to  take  any  more.  They  would  say,  *'  We  have 
got  all  the  hogs  we  want  now.  We  don't  want  any  to-day,  but  if 
you  will  sell  them  for  2  cents  a  pound  less  we  will  take  them;  we 
will  take  the  risk  on  that."  He  says,  ''I  will  buy  them  at  so  much. 
It  is  up  to  you."     What  is  to  prohibit  that  very  thing  happening? 

Mr.  Brand.  I  am  just  putting  myself  in  the  place  of  the  man  who 
owns  the  livestock.  I  would  not  part  with  my  livestock  unless  I  was 
getting,  including  the  cost  of  freight  and  some  reasonable  profit  for 
the  dealer,  a  price  that  I  was  warranted  in  receiving  at  the  central 
market. 

Senator  Gooding.  You  have  never  shipped  any  livestock  to  any 
of  those  big  markets,  have  you  ?  Do  you  know  how  helpless  you  are 
when  you  get  them  in  there  ? 

The  Chairman.  Suppose  you  had  a  carload  of  hogs  in  Chicago, 
aside  from  the  question  of  combination  and  all  that,  just  eliminate  that 
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and  suppose  there  would  be  nothing  in  it  but  pure  business  reasons 
andJArmour  &  Co.  and  Swift  &  Co.,  and  all  those  other  packers 
have  a  lot  of  hogs  coming  in,  as  they  do  lots  of  times,  an  awful  lot 
of  them  on  the  way  to  meet  the  demand,  and  you  had  your  carload 
there,  and  under  this  price  the  commission  had  fixed  you  ought  to 
get  10  cents  for  your  hogs,  but  every  one  of  those  hog  buyers  is 
oversupplied,  an  J  hogs  are  still  coming  in,  and  they  say,  ''We  will 
give  you  8  cents."     Would  you  not  have  to  sell  to  them  ? 

Mr.  Brand.  Yes;  you  would. 

Senator  Gooding.  And  they  would  have  to  make  arrangements. 
Senator,  for  the  packers  to  take  care  of  all  that  came  along,  and  then 
they  export  it  and  they  would  share  in  what  the  loss  was  ? 

Mr.  Brand.  Absolutely. 

Senator  Gooding.  It  would  stabilize  the  market,  so  far  as  that 

The  Chairman.  In  the  case  that  I  put  they  would  not  get  the 
price  that  this  commission  has  fixed,  and  there  would  be  no  way  to 
compel  anybody  to  pay  that  price. 

Mr.  Brand.  This  bill  does  not  guarantee  them  a  fixed  price.  It 
aims  to  set  up  an  agency  that  will  come  the  nearest  possible  to  doing 
that  by  taking  the  surplus  off  the  market. 

The*^CHAiRMAN.  In  what  it  seems  to  me,  that  is  comparatively 

easy. 

Senator  Gooding.  I  can  see  how  you  can  make  arrangements  for 
wheat,  but  as  to  the  surplus  of  hogs,  unless  you  can  make  arrange- 
ments with  the  packers,  it  would  be  very  difficult. 

Mr.  Brand.  But  the  question  was  the  proper  method  of  dealing 
with  the  matter,  namely,  by  contracts  with  the  packing  companies. 

The  Chairman.  I  think  we  would  have  to  do  that. 

Mr.  Brand.  And  the  powers  conferred  under  the  bill  are  broad 
enough,  in  my  judgment,  to  make  it  possible  to  elect  other  means  of 
attaining  the  same  result. 

Senator  Gooding.  Now,  Doctor,  where  does  the  feeder  come  m 
in  this  case  ?     Say  I  am  a  feeder.     I  buy  a  load  of  hogs  and  feed  them 

two  months. 

Mr.  Brand.  That  is  a  more  difficult  class  of  transaction  that 
arises  not  only  in  the  case  of  hogs  but  in  the  case  of  cattle  and  sheep. 

Senator  Gooding.  Who  gets  the  scrip  i     That  is  my  question. 

Mr.  Brand.  In  my  opinion  there  must  scrip  pass  twice  in  that 
case. 

Senator  Gooding.  It  must  pass  twice? 

Mr.  Brand.  As  I  see  it,  it  must  pass  twice;  in  the  first  case  for 
the  total  value  of  the  cattle.  In  the  second  place  for  the  amount  of 
the  gain,  and  it  does  make  a  difficult  transaction. 

Senator  Gooding.  It  would  be  pretty  hard  to  follow,  would  it 
not?  This  question  comes  to  my  mind:  The  scrip  is  going  to  be 
issued  on  the  fat  cattle,  on  that  enhanced  value  that  the  feeder  puts 
on.  Now,  why  should  you  have  it  on  the  feeder  ?  Haven't  you  got 
to  eliminate  some  things?  I  don't  think  on  a  breeding  animal  this 
thing  is  necessary,  an  animal  that  is  purchased  to  help  the  swine 
industry,  for  instance.  I  don't  think  it  is  necessary  for  the  bill  to 
go  hardly  that  far.  Is  it  not  wrong  in  that  respect,  that  you  are 
trying  to  do  too  much  ? 


83904— 24— PT  2- 


16 


616 


PURCHASE  AND  SALE  OF  FARM  PRODUCTS. 


Mr.  Brand.  Exceptions  always  make  difficulties  in  legislation  and 
create  opportunities  for  evasion. 

Senator  Gooding.  Wliy  can  not  this  bill  just  provide  for  sale  for 

food  products  ?  ,  i        i    i    •    j     ^ 

Mr:  Brand.  In  my  opinion  it  has  to  apply  to  the  whole  mdustry, 

including  breeding  slock.  .     ,    ,    ,  , 

Senator  Gooding.  The  breeding  stock  is  included  because  you  en- 
hance the  value  of  the  whole  stock  ? 

Mr.  Brand.  Yes.  .     r  ^^         .. 

Senator  Gooding.  I  don't  know  how  you  are  going  to  follow  it 

into  the  individual  animal. 

Mr.  Brand.  Follow  it  as  perfectly  as  you  can. 

Senator  Gooding.  I  think  you  can  overdo  it.  I  ani  trying  to 
help,  that  is  all.  I  am  trying  to  get  a  bill  that  will  be  helpful.  Some- 
body has  got  to  explain  this  bill  on  the  floor  of  the  Senate.  Senators 
want  to  know  what  they  are  voting  for.  They  will  likely  be  a  httle 
more  particular  since  tliis  Teapot  Dome  scandal. 

Mr  Brand.  As  I  say,  that  class  of  transaction  adds  to  the  dith- 
culty,  but  I  don't  think  that  it  is  an  insuperable  difficulty. 

Senator  Gooding.  Is  it  necessary  to  go  to  that  extent?  That  is 
what  we  are  after.  The  individual  animal,  the  thoroughbred  is  only 
of  value  because  it  improves  the  herd.  For  instance,  you  take  the 
cattle  industry  of  Idaho.  We  have  the  finest  Herefords,  I  think,  m 
the  United  States  sold  for  beef  cattle.  Now,  then,  of  course  if  the 
cattle  industry  had  been  all  right  that  would  not  have  been  neces- 
sary.    The  point  I  am  making  is  that  you  don't  need  to  carry  this 

Mr  Brand.  When  you  have  a  situation,  though,  of  difficulty  such 
as  this  you  only  add  to  the  difficulty  of  administration  bv  making 
exceptions  which  will  call  for  certificates  of  purpose,  and  all  that 
sort  of  thing,  when  making  an  exception.  o-      , 

Senator  Gooding.  I  would  not  make  an  exception.     Sunply  say 

for  slaughter.  •  i     i      #■      i     ^     t-.      • 

Mr.  Brand.  What  are  you  going  to  do  with  the  feeder?  For  in- 
stance, I  am  a  feeder  and  ^o  down  to  Sioux  City  or  Omaha  and  buy 
a  carload  and  do  not  sell  them  until  May  or  June. 

Senator  Gooding.  That  is  all  right.     Then  you  get  certificates. 

Mr.  Brand.  Yes.  .        ,  ,  /    . 

Senator  Gooding.  Now,  I  am  saying  that  you  have  a  guraanteed 
price,  and  you  pay  that  guaranteed  price  for  those  feeders,  and  the 
farmer  gets  the  benefit.     Surely  he  is  going  to  get  the  benefit. 

Mr.  Brand.  The  feeder  should  contribute  to  the  equalization  fund 

his  proper  proportion.  .         ,      •  i       • 

Senator  Gooding.  He  has  done  that  in  paying  the  increased  price 

for  the  hog  to  commence  with. 

Mr.  Brand.  But  you  have  allowed   100  or   150  or  200  pounds 

additional.  r    •  i   xi.  j 

Senator  Gooding.  Well,  there  is  also  an  element  of  risk  there,  and 
he  has  already  contributed  in  the  first  purchase  and  should  not  con- 
tribute the  second  time. 

Mr.  Brand.  He  should  only  pav  for  the  amount  of  the  diiierence. 
,  Senator  Gooding.  That  just  naturally  came  in  the  original  pur- 
chase of  the  animal. 
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Mr.  Brand.  No;  the  gain  has  not  been  put  on.  There  will  be  a 
great  variation  in  gain.  .  j      • 

The  Chairman.  Let  me  ask  you  another  question.  Your  idea  is 
that  in  the  hog  business  we  will  have  to  have  scrip  on  the  same  basis 
as  on  wheat  ? 

Mr.  Brand.  On  value.  •       i  •  u 

The  Chairman.  On  value.  There  are  thousands  of  cases  in  wnich 
the  farmers  are  selling  out  everything,  including  wheat,  and  cattle, 
and  hogs,  and  he  advertises  that  he  will  sell  on  time,  as  thev  usually 
do  Sometimes  they  sell  on  a  year's  time.  Before  he  had  the  sale 
he  would  have  to  buy  a  lot  of  scrip.  He  could  not  get  any  naoney  if 
he  sold  on  time.  It  might  be  still  further  complicated  by  the  local 
banker  having  a  mortgage  on  the  cattle  and  hogs,  which  is  very 
commonly  the  case,  and  he  would  have  to  make  arrangements  with 
his  banker  having  a  mortgage  in  order  that  he  may  be  able  to  pro- 
tect himself— that  he  should  take  the  paper,  and  should  pass  on  it 
when  it  was  given  in  order  to  secure  himself.  How  would  you  regu- 
late that  sort  of  thing  %  •       ,     ,      •         r 

Mr.  Brand.  If  I  were  the  banker  I  would  require  the  buying  of 
scrip  and  take  no  chances  that  there  was  any  cloud  on  my  title. 

The  Chairman.  Let  us  ehminate  the  banker.  That  does  not  hap- 
pen so  verv  often.  Let  us  say  the  farmer  sold  on  time.  If  he  did 
not  have  the  money  he  would  have  to  borrow  money  to  buy  the 

serin  ? 

Mr.  Brand.  Exactly  so.  He  would  not  be  any  worse  off  by  reason 
of  that  part  of  it  in  buying  the  scrip  than  he  would  if  he  made  his 
note  to  cover  the  whole  purchase  price. 

The  Chairman.  But  he  gives  his  note  for  the  purchase  price  to  the 
man  who  has  the  sale. 

Mr.  Brand.  He  might  do  that. 
.   The  Chairman.  If  he  did  not  have  the  money,  and  if  he  did  he 
would  not  have  bought  on  time. 

Mr.  Brand.  I  don't  see  that  that  is  any  different  from  the  trans- 
actions you  meet  every  day.     It  is  a  question  of  producing  from  some 

source  some  money.  ,  ,-fr»     i  • 

The  Chairman.  It  seems  to  me  it  does  present  additional  difficulties. 

Suppose  r  have  a  sale  and  you  buy  at  that  sale.  I  have  not  any 
money.  In  fact,  that  is  what  I  am  selling  out  for.  You  are  also 
poor.  You  are  another  farmer  in  the  vicinity.  You  haven't  any 
money.  If  3-0U  did  you  would  get  the  discount  that  I  probably  would 
offer  to  anyone  who  paid  cash.  But  you  have  no  money,  and  you 
buy  a  couple  of  cows  at  that  sale  and  say  they  cost  $75.  Now,  you 
give  me  a  note  for  $75.     Somebody  has  got  to  put  up  the  scrip. 

Mr.  Brand.  Absolutely. 

The  Chairman.  But  you  haven't  any  money,  and  neither  have  I. 

Mr.  Brand.  Then  I  might  not  buy  quite  as  many  cows  or  quite  as 
many  pigs  as  I  would,  or  I  have  got  to  go  and  riase  the  money  to 

buy  mv  scrip.  r     •  i        •    » 

The  Chairman.  The  purchaser  has  got  to  supply  himself  with  scrip  ? 

Mr.  Brand.  Absolutely. 

The  Chairman.  Then,  if  that  were  true,  would  it  not  mean  that 
the  man  who  wanted  to  purchase  and  did  not  have  money  would  be 
practically  prevented  from  making  anv  purchases  at  that  sale,  and 
would  that  not  knock  every  one  of  them  silly  ? 
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Senator  Gooding.  They  don't  need  that  provision  in  the  law  at  all. 

The  Chairman.  It  is  in  the  law. 

Senator  Gooding.  It  is;  but  they  don't  need  it  in  the  law  at  all, 
because  the  only  way  you  are  going  to  stabilize  the  price  of  any  live- 
stock or  wheat  is  out  of  your  exports,  and  you  onl}'^  need  to  take  in 
the  stock  bought  for  slaughter,  it  this  bill  is  to  succeed  and  do  what 
you  believe  it  is  going  to  do.  Your  cow  at  the  sale  is  worth  more 
money  than  the  market  price  for  beef  cattle,  and  everybody  who 
bids  for  her  knows  that. 

Mr.  Brand.  But  the  benefits  should  be  ecjually  passed  on  to 
everybody. 

Senator  Goodixcj.  Well,  the  farmer  gets  them,  as  far  as  that  is 
concerned.     The  export  is  the  important  part  of  the  bill. 

The  Chairman.  It  makes  no  clifference  in  this  sale.  P^verybody 
knows  about  this  sale.  The  fellows  who  are  buying  at  those  sales, 
if  they  were  compelled  to  pay  cash  could  not  even  bid,  would  not  bid, 
and  tliey  would  not  have  any  sales.  Their  stock  would  not  sell  for 
half  what  it  is  worth,  because  it  would  be  confined  entirely  to  men  who 
had  the  cash. 

Senator  Good[ng.  It  is  so  small  a  part  of  the  transactions  in  the 
whole  livestock  business,  and  it  is  so  difficult  to  follow,  that  I  think 
it  is  a  mistake  to  have  it  in  there. 

Mr.  Brand.  Then,  I  should  evade  the  law  by  selling  all  my  stuff 
at  public  sale,  if  you  are  going  to  eliminate  the  public  sale. 

Senator  Gooding.  That  is  for  slaughter,     ^ou  would  not  do  that. 

Mr.  Brand.  Why  not?  I  would  just  as  soon  do  it  that  way  if 
there  is  an  advantage  in  it.  If  I  can  get  all  cash  I  will  just  sell  my 
stuff  at  public  sale,  and  I  will  make  a  practice  of  public  sales. 

If  you  are  going  to  make  any  exceptions,  you  encounter  difficulties 
immediately.  I  feel  that  to  add  3  cents,  we  will  say,  to  the  price  of 
pork  is  rendering  an  enormous  service  to  the  hog  industry.  Every 
man  who  is  going  to  buy  hogs  has  some  credit  standing.  If  he  is 
going  to  buy  anything  he  expects  somewhere  to  pay  the  purchase 
price,  and  this  modicum  of  the  price  representee!  by  the  scrip  he 
must  necessarily,  if  this  is  going  to  operate  uniformly  and  equitably, 
provide  himself  with,  as  every  other  purchaser  must. 

The  Chairman.  I  think  you  are  probably  right  about  that.  Doctor 
Brand,  but  this  would  follow:  Thousands  of  farmers  who  would 
ordinarily  go  to  sales  and  buy  for  the  purpose  of  improving  their  own 
stock  would  be  prevented  from  doing  so — just  thousands  of  them. 
We  find  now  that  condition  in  the  farming  industry.  It  is  absolutely 
impossible,  if  they  do  not  have  the  money,  to  borrow  it  at  the  banlc, 
even  if  they  are  as  rich  as  Croesus,  because  the  banks  are  loaned  up  to 
the  hilt  and  are  absolutely  powerless  to  help  him  in  the  situation. 
That  class  of  people  could  not  buy  because  tnev  would  have  to  pro- 
vide themselves  with  the  scrip,  and  they  c<)ula  not  get  the  scrip  in 
any  way  except  to  pay  for  it  and,  I  was  going  to  say,  before  they 
went  to  the  sale,  but  I  suppose  they  could  wait  until  after  the  sale. 

Mr.  Brand.  I  think  I  have  a  very  complete  knowledge  of  farming 
conditions  throughout  the  United  States,  due  to  constant  visits  to 
farms  all  over  tne  country,  and  I  might  say  that  the  number  of 
farmers  who  could  not  raise  the  small  amount  required  for  the  scrip 
is  absolutely  negligible. 
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The  Chairman.  I  think  you  are  wrong  about  that  entirely.  I 
know  whole  communities  where  there  is  not  1  farmer  in  25  that  could 
raise  $5.  He  may  be  perfectly  good  but  he  could  not  borrow  $5  to 
save  his  soul.     The  banks  have  not  any  money  to  loan. 

Senator  Gooding.  Don't  you  think  there  are  very  few  farmers  that 
would  make  a  business  of  selling  their  fat  hogs  at  public  auction? 
They  could  not  go  verv  far  with  that  kind  of  stuff,  could  they  ? 

Mr.  Brand.  I  woula  reach  it  by  applying  the  rule  uniformly. 

Senator  Gooding.  You  would  carry  it  down  to  the  last  old  sow  and 
litter  of  pigs  and  all  those  things,  t  am  saying  that  we  won't  make 
it  practical,  in  my  opinion,  if  we  do  that.  It  would  be  too  complex 
to  try  to  administer. 

Mr.  Brand.  I  would  not  say  that  I  would  carrv  the  principle  out 
to  the  very  end,  but  certainly  some  sense  would  be  exercised  in  the 
administration  of  the  law. 

Senator  Gooding.  But  if  you  had  it  in  the  law  I  think  you  could 
make  the  law  go  too  far.  I  am  not  in  favor  of  that.  I  have  some 
confidence  in  the  farmers  of  this  country,  that  they  would  not  sell 
their  fat  stock  at  public  auction. 

Mr.  Brand.  They  do  buy  tax-exempt  securities  ? 

Senator  Gooding.  Oh,  well,  that  is  different.  I  don't  think  there 
would  be  much  of  it.  It  would  be  an  evasiofi  of  the  spirit  of  the  law, 
and  anyone  who  did  it  would  not  be  very  popular. 

Mr.  Brand.  I  would  make  it  universally  applicable.  I  have 
talked  the  matter  over  with  hundreds  upon  hundreds  of  farmers,  and 
I  know  it  would  not  be  objectionable.  I  know  from  somewhere  they 
would  find  such  a  small  amount  as  is  necessary  to  pay  cash  for  the 
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Senator  Gooding.  That  ma}^  be  true  in  Iowa  and  some  other 
States,  but  I  think  if  you  get  up  in  North  Dakota  at  the  present  time, 
or  even  some  parts  of  my  own  State,  you  will  find  a  lot  of  farmers  have 
difficulty  in  getting  any  cash  for  the  purpose  of  providing  themselves 
with  some  of  the  things  they  need. 

Mr.  Brand.  I  have  talked  with  hundreds  of  farmers  in  the  State  of 
North  Dakota,  but  not  a  one  of  them  has  raised  this  objection. 

Senator  Gooding.  But  they  have  not  followed  it  as  closely  as  we 
are  following  it  with  you. 

Mr.  Brand.  It  appeals  to  them.  They  feel  this  is  absolutely  for 
them. 

Senator  Gooding.  When  were  you  in  North  Dakota  ? 

Mr.  Brand.  In  October. 

Senator  Gooding.  That  was  before  the  Norbeck  bill  was  con- 
sidered here. 

Mr.  Brand.  It  was  just  after  it  was  suggested. 

Senator  Gooding.  The  farmer  is  in  such  condition  that  he  is  apt 
to  grasp  at  anything  he  thinks  might  relieve  his  situation. 

Mr.  Brand.  I  telephoned  to  a  friend  at  Litchville,  N.  Dak.,  on  a 
Saturday  at  noon,  at  1  o'clock,  that  I  was  ffoing  down  to  his  town 
on  Sunday,  and  if  it  could  be  arranged  I  would  like  to  speak  to  some 
of  the  farmers  in  that  village.  He  walked  up  one  side  the  street  and 
down  the  other  and  told  the  people  I  was  going  to  be  in  town.  The 
next  afternoon,  at  2  o'clock  at  the  town  hall,  about  108  farmers  and 
their  wives  were  there,  on  Sunday  afternoon,  to  discuss  this  matter. 
If  that  does  not  show  interest,  I  don't  know  what  would. 
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Senator  Gooding.  Oh,  there  is  no  question  about  that.  They  are 
interested.  I  a^ee  with  you  in  that.  I  am  only  trying  to  get  some- 
thing that  will  be  workable.  I  don't  want  to  get  something  here 
that  will  be  impossible. 

The  Chairman.  Did  you  take  up  with  them  the  question  that  we 
are  considering  here,  the  public-sale  proposition  ? 

Mr.  Brand.  No;  but  we  discussed  the  amount  of  necessary  cash 
and  things  of  that  sort.  I  don't  believe  any  mention  of  public  sales 
was  made  in  that  discussion. 

Senator  Gooding.  Or  the  feeder? 

Mr.  Brand.  We  were  discussing  wheat  and  we  were  discussing  the 
question  as  to  whether  they  could  in  all  cases  meet  their  needs. 

The  Chairman.  In  the  case  of  wheat,  now.  Doctor,  you  are  not 
presented  with  this  same  question. 

Mr.  Brand.  Yes;  Senator.  We  discussed  the  case  of  seed  wheat 
and  it  is  absolutely  on  all  fours  with  this,  where  I  buy  my  seed  wheat 
from  my  neighbor. 

The  Chairman.  The  seed-wheat  proposition  is  infinitesimal,  com- 
pared with  the  hog  proposition.  The  buyer  of  wheat  is  equipped  with 
money  for  the  purpose  of  buying  wheat,  and  he  would  not  be  in  the 
business  if  he  (hd  not  have  it.  But  the  farmer  who  buys  a  cow  on  a 
year's  time  at  a  public  sale  is  moved  by  the  idea  that  he  wants  to  do 
diversified  farming  or  that  he  wants  to  improve  his  stock. 

Senator  Gooding.  What  breed  of  cattle  are  you  going  to  take  in  ? 
Are  vou  going  to  take  in  the  dairy  cow,  and  if  so,  on  what  value  will 
you  base  it  when  it  is  applied  to  a  milk  cow? 

Mr.  Brand.  I  am  going  to  make  the  thing  applicable  just  as  com- 
pletel}^  as  it  can  possibly  be  made,  and  since  you  are  not  guaranteeing 
a  fixed  price,  but  relying  upon  the  power  of  purchasing  at  a  level  to 
produce  a  general  result,  you  may  be  sure  that  you  will  always  ap- 
proximate that  general  result,  except  in  the  most  extraordinary 
cases. 

Another  objection  frequently  made  is  that  it  will  stimulate  over 
production.     Has  that  been  discussed  ? 

The  CiLViRMAN.  Yes;  that  has  been  discussed.  I  think  we  would 
like  to  hear  you  on  that. 

Senator  Gooding.  I   think   we  had   better  work  out  this  other, 

first. 

The  Chairman,  I  don't  know.    I  think  we  will  have  to  pass  on  that. 

Mr.  Brand.  You  feel  there  should  be  an  exception  and  you  are  the 
doctors  and  I  am  not. 

Senator  Gooding.  I  want  to  discuss  that  and  see  if  it  is  not  possible 
to  work  out  something  practical.  I  can  see  that  there  is  some 
exchange,  yet  they  all  go  to  slaughter  some  day  or  other.  That  is  the 
idea.  If  you  can  work  it  out  so  that  they  all  go  to  slaughter  whi(h 
they  do  in  the  swine  industry,  or  most  of  them,  at  least,  it  seems  to  me 
that  there  is  no  necessity  of  including  the  sow  that  may  be  kept  on 
the  farm  or  the  pig  that  is  killed  for  home  consumption.  The  farmer 
would  not  take  any  scrip  if  he  wanted  to  kill  something  for  himself, 
or  kill  something  to  peddle  in  town,  or  something  of  that  kind. 

Mr.  Brand.  I  would  then  go  this  far,  to  give  powers  in  the  law  to 
tnake  rules  and  regulations  that  would  make  it  applicable  to  the 
processes  of  carrying  on  the  business,  let  them  make  rules  that  would 
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be  in  consonance  with  a  sound  business  policy,  and  let  the  corpora- 
tion work  it  out. 

Senator  Gooding.  I  think  you  must  come  to  that  It  is  new 
legislation  and  you  must  not  make  it  impossible.  I  can  see  where 
it  would  be  impractical  if  you  attempted  to  make  it  applicable  to 
what  is  killed  by  the  farmer  for  home  consumption,  or  vmat  may  be 
taken  into  town  and  peddled  by  the  farmer.  I  don't  think  you  c^n 
go  quite  that  far.  There  is  not  much  of  that  going  on  any  way. 
Confine  it  to  slaughter  animals.  I  can  see  by  doing  business  with 
the  packers,  even  in  the  swine  industry,  it  might  work  out  all  right. 
I  can  not  understand  what  you  are  going  to  do  with  the  dairy  cow, 
if  you  apply  it  to  cattle,  because  in  its  application  to  dairy  products 
and  beef  products  of  course  there  is  a  limit.  I  am  only  asking  these 
questions  to  help.     I  hke  this  bill  and  the  more  I  discuss  it  the  better 

1  like  it. 

Mr.  Brand.  And  I  don't  want  to  seem  obstinate  about  any  pomt, 
because  I  have  given  a  great  deal  of  thought  to  this. 

Senator  Gooding.  That  is  the  only  way  we  can  get  to  it,  for  you 
to  stand  on  your  position,  and  if  I  think  I  am  right  for  me  to  stand 
on  mine  until  I  get  some  light  that  will  cause  me  to  change  my 
opinion,  or  you  do.     We  can  work  it  out. 

Mr.  Brand.  There  are  difficulties  connected  with  this  bill,  of  course, 
and  you  want  to  solve  them. 

The  Chairman.  I  think  we  must  concede  that,  as  I  look  at  the  bill. 
I  think  there  are  some  things  that  are  quite  important,  and  I  think 
there  is  going  to  be  an  awful  lot  of  detail  that  will  have  to  be  worked 
out  to  make  the  bill  workable. 

Well,  Doctor,  suppose  you  discuss  now  the  question  of  the  ten- 
dency of  the  bill  to  increase  production. 

Mr.  Brand.  That  is  one  thing  that  is  in  a  sense  somewhat  disturb- 
ing, because  any  price  improvement  is  certain  to  tend  in  the  direc- 
tion of  increased  production.  On  the  other  hand,  it  seenis  to  me 
that  the  persons  who  are  arguing  that  point  of  view  are  getting  more 
out  of  it  than  there  is  in  it,  for  this  reason:  Under  the  whip  and  lash 
of  the  war,  with  a  guaranteed  price  of  $2  average  price  on  the  farm, 
about  $2.06,  the  highest  production  we  attained  was  under  a  billion 
bushels. 

Senator  Gooding.  We  had  1,025,000,000  in  1915. 

Mr.  Brand.  And  at  that  time  there  was  no  guaranteed  price,  and 
that  was  not  due  to  the  stimulation  of  price. 

The  Chairman.  What  year  ? 

Mr.  Brand.  1915,  Mr.  Chairman.  That  year  we  had  a  crop  of 
1,025,801,000  bushels  of  wheat  of  all  kinds,  and,  as  I  say,  that  was 
not  produced  because  of  any  price  stimulation,  for  this  reason — and 
I  say  it  for  a  good  reason,  in  my  judgment — we  had  that  year  only 
slightly  over  60,000,000  acres  of  wheat  planted.  In  other  words,  we 
had  2,000,000  more  than  we  had  this  year,  but  we  had  the  highest 
yield  that  the  United  States  has  had  in  its  history  on  the  average, 
namely,  17  bushels  to  the  acre.  The  very  next  year  we  had  a  yield 
of  only  12.2  bushels,  and  had  a  crop  of  only  636,000,000  bushels.  In 
other  words,  with  all  of  the  stimulation  of  the  high  price  and  things 
of  that  sort  of  war  time,  we  increased  our  plantmgs  in  1919  to 
75,505,000  acres,  the  highest  acreage  that  was  ever  planted  in  the 
United  States 

Senator  Gooding.  We  had  an  increase  in  two  years. 
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Mr.  Brand.  I  have  those  figures  if  you  want  them,  but  that  year 
we  had  a  price  of  $2.14  at  the  farm  on  December  1,  but  we  only  got 
somethmg  like  946,000,000  bushels.  Now,  then,  we  have  recluced 
smce  1919  by  17,500,000.  It  has  taken  practically  five  years  to  do 
it.  It  has  never  been  possible  to  increase  acreage  except  at  a  reason- 
able rate. 

Senator  Gooding.  There  is  not  any  new  land. 

Mr.  Brand.  There  is  the  point.  Senator  Gooding.  Therefore  I  say 
that  the  fear  of  an  enormous  stimulation  and  overproduction  so  that 
the  benefits  of  the  legislation  would  be  completely  dissipated  are  not 
sound. 

Senator  Gooding.  We  will  not  reach  the  peak  of  production  in  this 
country  until  we  have  better  farming,  more  intense  cultivation,  and 
more  fertilization  and  all  those  things.  In  my  own  State  American 
T T  .  ^^^^^^  ^inie  was  the  greatest  shipping  point  of  wheat  in  the 
United  States.  There  was  shipped  out  of  there  19,000,000  bushels  a 
vear.  They  are  now  producing,  I  think,  something  like  200,000 
bushels.  A  lot  of  the  farms  have  been  abandoned.  There  was  a 
man  in  my  office  the  other  dav,  a  representative  of  the  State,  who 
said  he  went  out  to  American  Falls  and  bought  land  worth  something 
hke  $300,000,  and  in  two  years  sometimes  they  would  pay  it  all  off. 
He  said  on  those  same  farms  there  is  not  a  single  family  living  to-day 
and  the  homes  are  abandoned,  yet  the  time  was  when  they  paid  a 
fair  amount  for  the  land  in  those  years  and  paid  it  off  m  just  a  few 
years.  "* 

That  is  true  of  other  parts  of  the  we.stern  country.     In  this  country 
where  a  certain  amount  of  moisture  comes  in  two  or  three  successive 
years  th^v  succeed  and  grow  great  crops,  and  then  there  comes  a  dry 
spell.     They  have  tried  it  out  as  an  experiment,  and  they  will  never 
get  back  again.     They  have  reached   the  peak,  in  my  judgment 
Montana  is  suffering  in  the  same  way.     Good  range  land  that  ought 
never  to  nave  been  plowed  up  has  been  put  into  crops  in  the  belief 
that  with  this  intensive  cultivation  they  had  heard  about  they  could 
succeed  and  buy  a  good  home  somewhere— have  a  piece  of  land;  and 
they  induced  people  to  go  out  there  and  take  chan(;es  that  they  ouc^ht 
not  to  have  been  permitted  to  take.     This  Government  has  never 
exercised  any  intelligent  direction  of  the  public  domain,  because  it 
is  known  and  must  be  known  that  the  soil  must  be  right  and  there 
must  be  a  certain  amount  of  moisture  before  you  can  produce  wheat 
and  those  things  we  know  do  not  exist  there  only  once  in  four  or  five 
years.     That  does  not  make  wheat  planting  profitable.     It  means 
only  poverty  and  a  backward  trend  to  our  citizenship  and  to  the  coun- 
try.    There  are  cases  where  people  have  gone  out  on  those  home- 
steads, and  after  working  hard  to  make  a  home  they  have  broke  down 
and  been  sent  to  the  insane  asylum.     I  was  coming  back  to  Wash- 
ington a  year  ago,  and  a  young  girl  who  grew  up  in  this  town,  who 
went  out  to  Nebraska  to  teach  school  married  there,  and  the  married 
couple  went  out  m  that  country  and  located  out  on  the  desert,  and  a 
brother  had  gone  out  for  the  young  girl  and  was  bringing  her  back  a 
mental  wreck,  to  Washington.     They  had  left  hef  children  out  there. 
Ihey  never  ought  to  have  been  permitted  to  settle  out  there.     This 
Government  ought  to  have  been  in  shape  to  furnish  that  information 
to  the  man  who  wanted  to  make  a  home.     It  ought  to  have  t^iven 
him  the  right  direction,  which  it  never  did.     Dm'ing  that  time,  during 
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that  big  yield,  in  all  that  country,  Montana  and  Minnesota  and  other 
western  States,  these  projects  were  in  full  blast,  and  they  were  induc- 
ing people  to  come  out  to  that  country.  I  am  not  afraid  that  we  have 
not  reached  the  peak  of  production  of  wheat,  as  far  as  that  is  con- 
cerned, and  I  have  no  fear  but  it  can  be  handled  all  right. 

Mr.  Brand.  Then  there  are  other  conditions  which  every  man 
will  take  into  account  in  that  matter  of  overplanting.  For  instance, 
we  have  reduced  our  winter  wheat  acreage  this  year  somewhere 
between  12  and  13  per  cent,  very  wisely,  and  it  will  be  a  help  in 
carrying  out  the  provisions  of  any  legislation  that  may  pass,  whereas 
Algeria,  a  considerable  wheat  growing  country,  has  increased  its 
plantings  20  per  cent,  Rumania  has  increased  her  plantings  19  per 
cent,  India  has  increased  her  plantings  somewhat,  Canada  has  this 
year  produced  a  crop  of  470,000,000  bushels,  325,000,000  of  wliich 
is  available  for  export.  Argentine  has  probably  60,000,000  to 
70,000,000  bushels  available  for  export.  AustraUa'has  quite  a  con- 
siderable amount  available  for  export. 

In  the  case  of  Argentina  there  has  been  a  decided  increase,  because 
the  last  figures  which  are  now  available  have  increased  the  amount 
for  this  year  some  70,000,000  bushels.  Whereas  I  believe  they  had 
estimated  189,000,000,  now  that  the  crop  is  practically  harvested, 
they  say  it  is  going  to  be  269,000,000  bushels. 

The  Chairman.  Russia's  c  op  has  now  been  harvested.  What  is 
the  condition  of  the  harvest  there  ? 

Mi\  Brand.  They  have  just  about  finished  harvesting,  but  we 
don't  know  much  about  Russia. 

Senator  Gooding.  We  have  passed  Russia's  production,  as  I 
understand  it. 

Mr.  Brand.  Not  quite.  We  have  almost  done  it.  We  have  now 
increased  to  a  point  where  we  can  absolutely  ignore  Russia  and  still 
have  an  excess  of  about  300,000,000  bushels  over  what  was  available 
at  that  time. 

Senator  Gooding.  Mr.  Brand,  on  that  point  I  would  like  to  ask 
you,  taking  the  history  of  the  world,  as  far  as  wheat  is  concerned, 
one  year  with  another  over  a  series  of  years,  has  there  been  an 
overproduction  ? 

Mr.  Brand.  Prior  to  the  war,  Mr.  Chairman,  there  was  a  gradual 
increase,  so  that  the  wheat  statisticians  of  the  world  considered  it 
was  a  normal  perfoimance  to  increase  the  world  production  of  wheat 
about  65,0C0,000  bushels  a  year. 

The  Chairman.  What  I  am  trying  to  get  at  is  the  fact  that  one 
year  with  another  the  world  has  consumed  all  the  wheat  that  the 
world  has  produced  ? 

Mr.  Brand.  Yes;  substantially. 

The  Chairman.  So  that  if  we  had  an  overproduction  this  year  we 
are  safe  in  saying  if  we  could  store  it  the  time  will  come  wKen  that 
overproduction  will  be  taken  up  by  the  consumption  'i 

Mr.  Brand.  That  has  been  the  experience  of  the  past. 

T|?®.  Chairman.  If  that  were  true,  and  we  had  provided  storage 
facilities,  and  just  simply  stored  away  the  overproduction,  if  there 
was  an  overproduction  in  the  world,  not  sell  it  at  all,  but  just  keep 
It,  we  could  sell  it  when  there  was  an  underproduction  ? 

Mr.  Brand.  No;  because  in  that  event  we  could  only  receive  the 
world  price  for  it. 
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The  CHAXKM.N.  I  -f-t-L ^n^coni^a^d  "^^^Zl^ 
in  this  country  more  ^l-^^^^^^^^^^try  „ne  year  with  another  that 
the  world  market,  we  find  ^^"""J^'Woinewhere.  Now,  somebody 
surplus  is  always  taken  by  the  world  somew       ^^  ^^^^^^  ^ 

eats  it.     It  has  always  1  appened  th«t  ^°^,^„t^„,li     consumed  by  the 
not  been  destroyed,  "^,Vr  .^VdIus  is  smaUer  than  the  surplus  of  some 

store  it  and  the  money  to  carry  ^t^  ^^  confronted  with  this 

sa^^e%Srth^t  wetJuK^^^^^^  F^- 

'"tL  Ch.^RMAn.  Oh,  I  «"f'gf'^?iE  variation  from  the  pre-war 
Mr.  Brand.  And  we  have  this  t ™r  v  j^^^^  ^^  ^^^h  an 

normal  conditions.  Canada  has  now  b^J-^^J/^bsorb  the  export 
extent  that  she  will  g'^l,'"^"^  Xady  shTis  in  position  to  furnish 
markets  of  the  world      This  yew  a^rea^^y  .^^^^^^^s  of  Europe 

in  excess  of  three-fifths  of  the  totaMmp  M^  Canadian  ava.  able 

At  the  present  time  "^^y  ,?^'""%he"e  is  a  maximum  available  of 

^^^^t^^^Br..  take  care  of  itself.    U 
Jy^^y^e^rS  oryet'wtThe  acreage  naturally  go  down  the 
nex^t  ylarl^if  the  price  goes  down  ? 
Mr.  Brand.  Yes.  .      ,      ..-,,ui„     They  can   produce   so 

Senator  Goodino.  H«f„  '\  *5\e;ns  the  trouble  a^ain.  Senator 
much  cheaper  than  we  can   and  ^re  is    .^^^^^^^     ^^^^  ^^^^  „„t 

Take  South  America  and  Ausirauu, 

with  her  high  cost  of  production.  ^^^  proposition  that 

The  Chairman.  We  are  gfttmg  bacK  a|  ^^^^ 

one  year  with  another  the  ^"F^.'^j^^f  ^^e  a  di&erent  world. 

Senator  Goodino    I  know  but  ^e  iTalf  a  mdhon  bushels  this  year. 

Mr.  Brand.  We  have  an  excess  oy^*«      ^^^^  that.     That  is  true. 

The  Chairman.  Yes;  this  year.  J^T^        ■       to  have  an  over- 
But  if  it  is  true  that  the  world  is  always  £  ^^^  ^^^^  j 

Efs^o^ShTf f  ItrcHf^whoa^^^  that  it  will  not  be  worth 

-r^BiANri^iffi^i^^^^^^^ 

the  low  standard  of  livmg  C9untries  ana  g    y^ 

But  either  the  world  is  g"  "|  "^/^t*  '  to  be  a  world  overproduction^ 
series  of  years  or  there  is  fW*y\g""Jf„"  production  the  world  will 
InTif  thLe  is  going  to  always  be  an  Xjprojm^j^  ^^^^^^^^ 

7£K£ASK:SbeSe  practically  worthless. 
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Mr.  Brand.  That  is  the  point,  and  for  that  reason  I  say  further  we 
can  not  hope  for  this  situation  to  cure  itself  without  some  expert 
treatment,  because  we  are  faced  with  a  situation  of  producing  a 
billion  surplus  next  year. 

The  Chairman.  Yes,  I  understand  that.     If  we  have  a  billion  sur- 

Elus  next  year  and  the  next  year  and  every  other  year,  and  under  this 
ill  you  are  going  to  sell  it  in  export  trade,  you  won't  be  able  to  get 
the  freight  on  it. 

Senator  Gooding.  That  is  where  the  danger  lies  ahead  of  us.  I 
am  satisfied  of  that.  There  was  a  meeting  held  out  in  Chicago  where 
they  tried  to  figure  out  a  way  of  holding  the  wheat  up  to  $1.50  a 
bushel,  for  the  purpose,  of  course,  of  helping  relieve  the  condition, 
and  possibly  to  satisfy  the  farmer.  They  have  not  been  able  to  do  it. 
They  have  held  it  up  for  a  time  beyond  the  world  price,  but  they 
can  not  hope  to  do  ttiat  much  longer. 

The  Chairman.  You  gentlemen  seem  to  be  arguing  a  propos^ition 
that  I  am  admitting.  Is  not  this  true,  that,  take  from  the  time  wheat 
was  first  grown,  from  the  time  of  Job,  up  until  now,  the  world  has 
eaten  all  it  has  produced  ?  It  has  never  been  destroyed  or  thro\^Ti 
away  up  to  the  present  time.  Up  to  the  present  time,  take  it  from 
the  iiistory  of  the  world,  there  has  not  been  an}"  surplus  of  wheat. 
Now,  Doctor,  is  not  that  true  ?  It  seems  to  me  you  can't  ^et  away 
from  that  proposition,  because  we  haven't  got  any  wheat  left. 

Mr.  Brand.  By  reason  of  a  century's  progress  throughout  the 
world,  during  which  we  increased  from  roughly  600,000,000  people 
in  the  world  to  roughly  1,800,000,000  people  in  the  world,  the  condi- 
tion you  have  described  has  been  true.  Since  then,  however,  some 
30,000,000  Russians  are  dead,  and  I  don't  know  how  many  millions 
of  the  rest  of  Europe,  and  the  whole  position  has  been  reversed. 
Hence  the  bill  provides  for  an  emergency  period  of  10  years,  which  is, 
goodness  knows,  a  very  short  period  of  time  within  which  to  obtain 
anything  like  a  restoration  to  normalcy.  I  think  the  bill  recognizes 
some  of  the  very  problems  you  have  indicated.  Furthermore,  if 
the  production  goes  over  consumption,  which  is  readily  conceded, 
the  bill  provides  in  section  402  for  the  correction  of  this  verj^  thing 
in  this  country. 

Senator  Gooding.  I  can  remember  in  my  time  when  they  went 
into  the  Wheat  Belt  with  a  scythe  or  a  sickel  and  took  the  wheat 
in  their  hands  and  cut  it  off  in  that  way.  I  can  remember  when 
there  were  not  many  railroads  in  the  country.  Now,  we  have  the 
railroads.  We  have  the  world  on  wheels.  Everything  is  on  wheels. 
It  is  a  different  world  entirely.  We  have  the  combined  harvester 
and  thresher  that  goes  out  and  harvests  and  threshes  80  acres  a 
day,  where  it  would  have  taken  a  thousand  men  75  years  ago  in  the 
old  country  to  have  done  that  job.  So  it  is  a  different  thing.  The 
world  is  not  scratched  according  to  its  production.  We  think  we 
can  not  overproduce,  but  that  is  the  trouble  with  us.  We  have  an 
overproduction  of  practically  everything  in  America  with  a  cost 
of  production  that  makes  it  impossible  for  us  to  meet  foreign  com- 
petition, without  a  tariff,  and  of  course  the  wheat  tariff  can  not 
nelp  and  does  not  help  us  on  our  exports.  There  is  not  any  use  to 
talK  about  that.  But  we  have  got  to  take  the  world  as  it  is,  with  its 
progress  and  the  advancement  of  civilization.  Canada  could  grow 
enough  wheat  for  the  world.     When  Russia  comes  back  with  her 
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exports  of  millions  of  bushels  a  year,  the  situation  is  going  to  be 
worse.  She  is  likely  to  come  back,  because  labor  is  not  worth  any- 
thing over  there— 20  cents  a  day  or  less— and  they  have  got  our 
machinery,  very  largely,  or  did  have  at  one  time,  improved  American 
machinery.  The  trouble  is  that  there  is  an  overproduction  and 
other  people  can  produce  cheaper  than  we  can. 

The  Chairman.  In  the  next  hundred  years,  if  that  condition 
continues,  there  will  be  20.000,000,000  bushels  of  wheat  stored  up. 

Mr.  Brand.  No.  Even  the  low-cost  countries  will  cease  to  pro- 
duce under  those  circumstances. 

The  Chairman.  That  is  what  I  believe  all  the  time.  If  economic 
conditions  are  such  that  an  overproduction  of  wheat  goes  on  every 
year,  one  year  after  another,  it  will  automatically  stop  itself.  There 
can  not  be  any  doubt  about  that.  We  won't  produce  wheat  and 
dump  it  into  the  ocean  or  burn  it  up,  and  if  that  happens  to  wheat 
the  world  will  not  produce  any  more  wheat  than  the  world  will  eat 

one  year  with  another.  n    i     ^  / 

Mr.  Brand.  Then  we  will  have  a  situation  where  we  will  plant  tor 
an  800,000,000  bushel  crop  and  we  will  have  unfavorable  conditions 
and  we  will  get  a  500,000,000  bushel  crop. 

The  Chairman.  Yes.  That  is  what  I  say.  In  a  series  of  years 
the  world  has  not  produced  as  much  wheat  as  it  wanted  to  eat. 

Mr.  Brand.  I  think  the  theory  of  this  measure  is  that  as  a  matter 
of  public  policy  the  United  States  ought  always  to  produce  a  reason- 
able surplus.  ,      1  ,    ,      1  TTT      1 

The  Chairman.  I  think  any  country  should  do  that.     We  always 

want  a  surplus  against  any  possible  accident.  ,     xt    •       i 

Mr.  Brand.  I  used  an  illustration  in  speaking  before  the  National 

Wool  Growers  Association  in  Salt  Lake  City  a  few  days  ago,  that 

was  of  interest  to  them  and  I  may  just  illustrate  what  a  dehciency 

in  any  crop  does.  .      ,     tt  •.  j  o^  ^  a 

In  1910  we  had  about  52,500,000  sheep  m  the  United  States,  accord- 
ing to  the  figures.  In  1920  we  had  about  35,000,000.  I  don  t  know 
that  those  figures  are  absolutely  accurate,  but  it  was  17,500,000 
greater  in  1910  than  it  was  in  1920,  and  still  the  less  number,  some- 
where between  35  and  36  million  head,  were  worth  $165,000,000  more 
than  the  greater  number.  That  is  what  we  are  confronted  with  in 
all  of  those  things,  and  this  bill  aims,  by  the  device  of  a  business 
at'ency,  to  accomplish  that  decrease  which  will  give  a  fair  price. 
Senator  Gooding.  This  bill  undertakes  to  do  what  orgamzed  labor 

has  done  for  itself?  ,     ,     .       ,  ,  j     n 

Mr.  Brand.  As  other  people  do  for  themselves  gradually  over  a 

series  of  years.  ^    ,  i    i  m      j 

(Whereupon  the  committee  adjourned  to  10  o'clock  a.  m.,  luesday, 

February  12,  1924.) 
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tuesday,  febrxtary  12,  1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
in  room  326,  Senate  Office  Building,  Senator  George  W.  Norris 
presiding. 

Present:  Senators  Norris  (chairman),  McNaiy,  Capper,  Gooding, 
Ransdell,  Ralston,  Norbeck,  and  Johnson. 

The  Chairman.  The  committee  will  come  to  order,  if  you  plea.se, 
gentlemen. 

STATEMENT  OF  MR.  A.  SYXES,  IDA  GEOVE,  IOWA. 

The  Chairman.  Mr.  Sykes,  what  is  your  connection? 

Mr.  Sykes.  I  am  president  of  the  Corn  Belt  Meat  Producers'  Asso- 
ciation, the  livestock  organization  of  the  State,  and  I  am  vice  presi- 
dent of  the  National  Livestock  Producers'  Association,  which  is  a 
national  organization.  I  might  add  in  that  connection  that  I  have 
been  farming  and  feeding  livestock  practically  all  my  life  and  am 
still  in  the  game.  We  feed  400  head  of  hogs  a  year  and  about  150 
to  200  head  of  cattle  on  the  farm  a  year. 

The  Chairman.  How  large  is  your  farm? 

Mr.  Sykes.  Three  hundred  and  eighty  acres. 

The  Chairman.  What  part  of  the  State  is  it  in  I 

Mr.  Sykes.  The  northwest  part,  about  60  miles  from  Sioux  City. 
My  oldest  son  is  in  charge  of  the  farm  operations  at  the  present 
time.     Of  course  we  are  in  partnership. 

The  Chairman.  Very  well,  Mr.  Sykes;  we  will  be  glad  to  hear 
what  you  have  to  say  to  us. 

Mr.  Sykes.  Gentlemen  of  the  committee,  I  really  feel  it  is  an  im- 
position to  take  your  time  to  listen  to  a  man  coming  here,  and  yet  at 
the  same  time  I  was  rather  afraid  that  the  impression  might  go  out 
that  conditions  in  the  Corn  Belt  were  largely  satisfactory  on  account 
of  the  recent  conference  that  was  called  here  by  the  President  which 
applied  only  to  the  Northwest,  and  there  was  not  a  representative 
of  the  Corn  Belt  section  of  this  country  invited  into  this  conference. 
I  happened  to  be  here  on  other  business,  but  was  not  invited  here  by 
the  President  into  this  conference;  I  attended  the  conference  at  the 
invitation  of  the  Secretary  of  Agriculture,  and  for  that  reason  I 
thought  that  the  Corn  Belt  section  of  this  country  owed  it  to  this 
committee  to  be  represented  here  on  this  measure  and  to  give  some 
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testimony  at  least  in  regard  to  conditions  as  they  actually  exist  and 
prevail  in  the  Corn  Belt  section  of  the  country. 

I  was  afraid  that  the  impression,  as  I  have  already  stated,  might 
go  out  and  it  might  he  felt  here,  even  hy  this  Congress,  that  the 
great  corn  and  hog  producing  section  of  this  country  was  in  pretty 
good  shape  and  that  they  did  not  need  any  relief  or  help  from  the 
Federal  Government.  If  any  such  impression  as  that  exists,  I  would 
like  to  dispel  it  at  once,  because  it  is  far  from  the  actual  fact.  I 
think  it  is  generallv  admitted  that  Iowa  is  an  agricultural  State  and 
has  possibly  in  the  past,  been  as  prosperous  perhaps  as  any  of  our 
great  agricultural  producing  States,  and  I  can  say,  without  any 
qualification,  that  our  farmers  are  in  sore  distress  and  have  been 
so  since  the  deflation  period  set  in,  and  my  conclusions  are  reached 
after  associating  with  our  people  as  I  have  to  do  in  my  work  in  the 
State,  and  my  belief  is  that  the  condition  is  growing  worse,  I  am 

sorry  to  say.  -  i     •         r    i 

Senator  McNary.  Are  you  speaking  from  the  standpomt  of  the 
corn  growers  or  the  livestock  men,  the  wheat  men,  or  just  what? 
I  want  to  get  vour  qualification. 

Mr.  Sykes.  Of  course,  Senator,  you  understand  we  are  not  a  wheat- 
growing  State;  Iowa  is  not  a  wheat-growing  State.     We  produce  very 

nttle  wheat. 

The  Chairman.  When  you  speak  of  these  conditions,  I  understand 

it  you  mean 

Mr.  Sykes  (interposing).  I  am  taking  in  all  classes  of  our  farmers, 
but  of  wheat  farmers,  or  diversified  farmers,  carrying  wheat  as  a  sort 
of  a  side  line.     That  is  the  situation  in  our  State. 

Senator  McNary.  I  understand  you. 

Mr.  Sykes.  Our  farmers  pay  their  debts  bj^  or  through  the  sale  of 
livestock;  that  is  the  way  we  pay  our  debts  in  the  Corn  Belt.  The 
sale  of  butter  and  eggs  and  of  the  products  of  diversified  farmmg  goes 
largely  to  the  maintenance  of  his  family,  or  to  keep  up  the  runnmg 
expenses,  as  we  call  it,  of  the  home.  That  is  where  that  fund  goes  to, 
and  if  a  man  has  an  obligation  at  the  bank  or  has  to  pay  the  interest 
on  his  loan  or  his  taxes,  why  he  figures  he  will  meet  that  obligation 
when  he  sells  ''these  hogs"  or  ''this  bunch  of  cattle,"  and  that  is  the 
way,  invariably,  the  farmer  in  the  Corn  Belt  will  plan  his  arrange- 
ments. .        I.     T 

As  a  result  of  the  low  prices  that  have  prevailed  in  the  livestock 
market  for  a  period  now  of  about  18  months,  of  course  the  farmers 
are  not  liquidating  any.  There  is  the  trouble.  If  they  can  get 
enough  together  out  of  \heir  livestock  to  pay  the  loan  on  their  farm 
and  their  taxes  and  some  other  little  things  that  they  feel  they  must 
pay,  of  course  that  is  as  far  as  they  get.  This,  naturally,  is  creating 
a  bad  situation,  as  you  men  know,  among  the  bankers  of  our  State. 
Now,  the  banks  in  the  Northwest  aie  not  the  only  ones  that  are  clos- 
ing.    1  am  free  to  tell  you  that. 

Senator  McNary.  Would  that  scheme  brought  about  by  Mr.  Meyer 
of  the  War  Finance  Board,  and  Mr.  Hoover,  would  that  be  helpful  to 
the  banks  in  that  country  ?  t    t    i       j-       i       • 

Mr.  Sykes.  Of  course,  it  might  if  it  were  extended  that  far,  but  it 
is  not  my  understanding  that  this  corporation  is  to  operate  in  the 
Corn  Belt,  but  that  it  will  be  confined  to  the  Northwest.  A  similar 
scheme  to  that  would  eventually  lend  some  temporary  relief  to  the 
fellow  in  my  section. 
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Senator  McNary.  What  relief  have  3^ou  had  heretofore  by  the 
War  Finance  Board?  Mr.  Meyer  has  reported  that  he  has  sent  the 
farmers  and  banks  in  Iowa,  through  their  bankers,  some  aid.  Are 
they  giving  you  the  aid  you  really  need  ? 

Mr.  Sykes.  We  do  not  feel  that  they  are,  I  am  sorry  to  say.  We 
do  not  feel  that  they  are  giving  the  aid  the}"  could  give  under  the  act. 
Now,  I  do  not  want  to  inject  the  banking  end  of  the  question  into 
this  hearing,  for  I  am  not  posing  here  as  a  banker  but  as  a  farmer. 
It  is  on  the  farm  that  I  get  my  living,  if  I  get  it  at  all,  although  I  am 
president  of  one  of  our  banks  and  have  me  largest  interest  in  it  of 
any  one.  The  bank  is  practically  owned  by  the  farmers  of  the  com- 
munity; all  except  50  snares  is  owned  by  the  farmers  in  the  commu- 
nity. I  therefore  have  some  opportunity  to  know  just  what  is  going 
on  in  the  banking  world  as  well  as  among  the  farmers.  Now,  take 
it  in  our  own  case,  we  secured  one  loan  from  the  War  Finance  Cor- 

f  oration  back  in  1921.  It  was  so  diflficult  for  us  to  secure  that  loan, 
am  speaking  of  our  bank,  that  we  never  attempted  to  even  extend 
it  or  renew  it;  we  paid  it  off,  part  before  it  was  due,  and  we  never 
made  any  attempt  to  even  renew  the  loan  or  extend  it  in  any  way. 
There  was  so  much  red  tape  attached  to  it,  and  the  papers  came  back 
two  or  three  times  for  correction,  and  we  were  so  delayed  in  getting 
the  funds,  some  two  or  three  weeks  before  we  were  credited  with  the 
money  after  we  made  the  application,  that  we  felt  we  could  not  do 
business  that  way,  and  we  turned  to  our  correspondent  banks  and 
have  done  business  with  them  on  a  much  more  satisfactory  basis 
than  we  could  with  the  War  Finance  Corporation. 

I  know  a  number  of  towns  in  our  State  where  all  the  banks  have 
been  closed  during  the  past  year.  I  know  of  two  or  three  instances 
where  three  banks  in  county  seat  towns  have  been  closed.  It  is  not 
an  unusual  thing  at  all,  even  in  Iowa,  for  almost  any  town  to  have 
one  of  its  banks  closed,  and  I  want  to  say  that  this  condition  is  not 
because  of  bad  banking.  These  loans  were  taken  when  the  men  were 
absolutely  good.  They  were  gilt-edge,  but  their  assets  have  melted 
away,  and  they  have  been  losing  money  year  after  year  in  the  oper- 
ation of  their  business  until  they  have  gotten  where  they  simply  can 
not  pay  their  debts,  and  they  are  turning  over  what  little  property 
they  have,  for  in  many  instances  the  banks  went  out,  particularly 
in  1921,  and  said,  "We  must  increase  the  collateral;  what  have  you 
to  give  us?,"  and,  realizing  that  their  assets  were  depreciating  and 
that  the  department  was  pressing  them  to  increase  collateral,  the 
farmers  gave  to  the  banks  chattel  mortgages  and  second  mortgages 
on  farms,  and  in  some  instances  three  mortgages,  to  satisfy  the  banks 
and  to  make  the  banks  more  secure.  Now,  these  people  have  gone 
along  and  lost  money  every  year — the  farmers  it  is  that  I  am  speak- 
ing of — and  they  have  continued  to  do  that  until  now  they  are  coming 
to  the  point  where  they  have  either  to  tell  the  banks,  "\*ou  go  ahead 
and  close  this  thing  up,"  so  as  to  stop  a  sheriff's  sale,  or  the}^  go  in 
and  turn  the  whole  thing  over  to  the  bank  and  say,  "You  take  it; 
I  can  not  dig  out  under  these  conditions,  and  it  is  no  use  trying." 
So  some  are  voluntarily  turning  over  the  property  to  the  Ibanks. 
That  is  loading  up  the  banks  with  property  and  collateral  they  can 
not  use,  for  they  can  not  cash  it  or  turn  it  into  cash  or  anj^thing  that 
the  bank  can  use,  so  there  is  nothing  left  for  the  bank  to  do  but  close 
its  doors;  its  reserve  has  run  down  and  there  is  nothing  in  the  world 
left  for  the  bank  to  do. 
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Mr.  Sykes.  I  should  say  just  offhand  that  the  actual  cost  would 
be  from  8  to  8 J  cents,  at  least,  that  is  the  actual  cost  of  production; 
that  would  leave  no  profit  whatever,  and,  on  the  other  hand  of  course 
when  you  conae  to  figure  you  are  producing  your  com  at  a  loss,  if 
you  were  receiving  a  remunerative  price  for  com  you  could  not  pro- 
duce at  8i  cents,  but  I  am  figuring  on  the  prevailing  price  of  com. 

The  Chairman.  Is  this  condition  you  describe  generai  all  over  the 
State  of  Iowa  ? 

Mr.  Sykes.  Yes,  sir. 

The  Chairman.  You  go  over  the  whole  State  ? 

Mr.  Sykes.  Yes,  sir;  in  the  dairy  district  it  is  not  quite  so  severe, 
however.  The  dairy  people  in  the  northeastem  comer  of  the  State, 
where  they  confine  their  operations  largely  to  dairying,  of  course, 
are  not  in  as  depressed  a  condition  as  they  are  in  the  section  where 
we  feed  hogs  and  cattle,  because  of  the  fact  that  daiiy  products  have 
brought  better  prices,  more  on  the  ratio  basis,  as  compared  with  other 
commodities.  1  was  going  to  refer  to  the  13  to  1  price  of  hogs  that 
prevailed  during  the  war.  I  happened  to  be  a  member  of  Mr. 
Hoover's  livestock  commission,  or  his  cabinet,  as  they  called  it, 
and  happened  to  be  one  of  the  men  who  helped  work  out  the  13  to  1 
ratio.  Now,  on  that  basis,  and  it  was  granted  at  that  time  that  it  was 
a  fair  basis,  as  fair  as  could  be  properly  worked  out 

The  Chairman.  By  13  to  1  you  mean  13  bushels  of  com  to  100 
pounds  of  hogs  ? 

Mr.  Sykes.  Yes,  sir;  the  price  of  100  pounds  of  live  hog  should 
be  equal  to  the  price  of  13  bushels  of  corn.  Now,  on  that  basis,  if 
the  hogs  had  been  selling  during  the  past  two  years  on  that  basis, 
they  would  have  been  bringing  approximately  $10.40  a  hundred. 
That  would  have  been  the  approximate  price  on  our  hogs  for  the  past 
two  years,  and,  on  the  all  commodity  ratio 

Senator  McNary  (interposing).  Then,  the  hog  has  brought  less  in 
comparison  with  the  corn  ? 

Mr.  Sykes.  Yes,  sir;  on  the  all  commodity  ratio  basis  they  would 
have  brought  between  $11  and  $11.25.  The  hogs  have  sold  lower 
for  the  past  year  then  they  did  before;  that  is,  the  average  price  of 
hogs  was  lower  the  past  year,  1923,  than  for  the  10-year  period  of  the 
pre-war  period  of  1904-1914. 

Senator  McNary.  What  reason  do  you  assign  for  the  depreciation 
in  the  price  of  hogs  ? 

Mr.  Sykes.  I  think  the  depreciation  is  general,  Mr.  Senator. 

Senator  McNary.  I  want  to  know  if  there  has  been  a  recent  over- 
production ? 

Mr.  Sykes.  There  has  been  an  increased  production,  yes,  sir; 
there  is  an  increased  production  of  hogs  in  the  country. 

Senator  McNary.  Has  the  export  quantity  kept  up  with  pre-war 
times  ? 

Mr.  Sykes.  According  to  reports,  it  has  kept  up  very  well  with  the 
pre-war  export  requirements. 

Senator  McNary.  Is  it  not  true  that  since  the  war  we  have  never 
turned  to  the  meat-eating  basis  we  had  before  the  war  ? 

Mr.  Sykes.  Yes,  sir;  that  is  true.  That  is  a  point  I  want  to 
emphasize  right  here,  and  for  that  reason  I  think  that  the  Govermnent 
— and  when  I  say  the  Government  I  recognize  who  makes   up   the 


83904— 24— PT  2- 


17 


C, 


4 


632 


PURCHASE  AND  SALE  OF  FARM  PRODUCTS. 


I 


Goveriuneut;  it  is  the  people  in  our  country  that  make  up  the  Gov- 
ermnent--I  say  that  this  Government  owes  an  obhgation  to  the  pro- 
ducers of  this  country  to  help  them  out  of  this  dilejmna,  because  the 
Uovernment,  for  patriotic  reasons,  wa.s  largely  responsible  for  puttinij 
us  where  we  are.  I  know  that,  because,  a^  I  said,  I  was  here  during 
the  war  and  know  what  1  am  talking  about,  and  I  was  one  of  the  men 
that  went  out  in  our  State  and  advised  our  people  everywhere  to 
produce  all  they  could  and  eat  as  little  as  they  could. 

The  ('hairman.  You  advised  the  producer  to  increase  production 
and  the  consumer  to  decrease  consumption  ? 

Mr.  Sykes    Yes:  there  were  meatless  days,  wheatless  days,  and 
they  gave  us  bread  that  we  could  hardly  staiid  at  all-  -it  was  against 
our  better  nature  altogether— and  the  farmers,   even   against  their 
better  judgment,  plowed  up  their  pastures  and  meadows  and  sowed 
wheat;  and  we  know  that  up  there  m  our  part  of  the  State  that  of  all 
thmgs  m  the  world  we  can  not  raise  it  is  wheat;  but  for  patriotic 
purposes  we  did  plow  up  our  meadows  and  we  did  plow  up  our  pas^ 
tures  and  we  sowed  wheat  and  we  cut  our  wheat— we  did  it  on  mv 
own  farm  -and  bound  it  up  and  used  it  for  bedding  for  the  hog^ 
because  there  came  on,  just  as  there  usually  does,  some  heavv  rams 
before  the  wheat  began  to  hll,  and  the  Wot  sun  had  just  cooked  it 
Mid  we  could  do  nothmg  but  just  cut  the  wheat,  bind  it  up  and  stack 
ity  or  store  it  awav,  and  use  it  for  bedding  for  the  hogs.     These  are 
things  that  actually  went  on  in  the  countrv,  and  every  pressure  was 
brought  to  bear  on  the  people  to  prevent  them  from  eating  wheat  and 
eatmg  meat,  and  substitutes  were  introduced,  and  the  consumers  have 
never  gotten  away  from  the  substitutes.    They  were  educated  awav 
from  the  eating  of  the  more  substantial  foods  and  they  never  got  back 
to  them.     They  think  they  can  live  just  as  well  and  more  cheaplv  on 
these  substitutes  and  for  that  reason  they  are  doing  so 
^    Senator  McNary.  Now,  what  is  the  substitute  for  pork,  particu- 

Mr.  Sykes.  Vegetables,  largely;  fruit,  also.  I  dare  sav  along  these 
Imes  people  ,ire  living  to  a  large  extent  on  that  class  of  foods  to  a 
^^u    1^^^^  extent,  I  am  sure,  than  thev  did  before  the  war. 

The  CHAIRMAN.  Mr.  Sykes,  you  would  think  that  that  would  result 
m  the  prosperity  of  the  fruit  man,  but  that  is  not  true.  The  fruit 
man  suffers  as  bad  as  anyone  else.  One  of  the  principal  reasons  whv 
he  suffers  is  on  account  of  the  high  freight  rate  and  the  distance  he 
IS  from  the  consuming  market. 

Mr.  Sykes.  His  freight  is  high  enough. 

The  Chairman.  It  is  too  high  for  the  consumer.  We  have  had 
evidence— I  know  positively  that  it  is  true— that  our  fruit  farmers  in 
California,  for  instance,  out  in  the  Santa  Clara  VaUey— I  was  out 
there  and  went  through  the  valley  and  talked  with  anv  number  of 
them— their  farmers  are  as  bad  off  as  vour  Iowa  farmers;  they  are 
all  running  behind ;  none  of  them  are  able  to  pay  the  interest,  and 
truly  they  consider  themselves  verv  fortunate  if  they  could  pay  the 
interest  even.  There  must  be  something  besides  the  change  of  diet 
^11  J^he  part  of  the  people  involved  in  the  question. 

Mr.  Sykes.  I  suppose  there  is,  Senator;  of  course,  there  are  other 
causes,  no  doubt. 

The  Chairman.  I  think  it  is  true  that  the  consuming  pubhc  do 
eat  more  fruit  than  they  used  to. 
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Mr.  Sykes.  Coming  back  to  the  loss  to  the  hog  producer  again,  I 
give  3^ou  figures  for  Iowa  alone.  Assuming  that  we  marketed  in  1920 
70,000,000  hogs,  which  I  think  does  not  quite  represent  the  total 
number  we  did  market,  I  think  it  would  possibly  run  higher  than 
that,  for  we  marketed  53,000,000  Federal  inspected  hogs,  and  how- 
many  uninspected  hogs  are  marketed  is  difficult  to  realize  or  to  obtain 
exact  numbers  on;  but  it  is  estimated  by  the  department  that  about 
two-thirds  of  the  hog  crop  is  Federally  inspected,  and  that  being  the 
case,  we  would  have  marketed  75,000,000  to  80,000,000  hogs  in  1923^ 
but  to  be  safe  I  assume  it  to  be  70,000,000,  and  on  the  13  to  1  ratio- 
for  that  year  we  would  have  lost  $550,000,000  in  our  hog  crop  alone 
and  on  the  all-commodity  ratio  basis  we  would  have  lost  about 
$750,000,000. 

The  Chairman.  What  do  you  mean  by  the  all-commodity  basis? 

Mr.  Sykes.  The  basis  figured  in  the  McNary  bill.  The  13  to  I 
ratio  is  a  lower  ratio  than  the  all-commodity  ratio.  We  were  mar- 
keting hogs  prior  to  the  war  on  approximately  that  basis,  as  you 
understand,  and  when  you  figure  that  out  of  the  net  proceeds  of  the 
American  farmer  there  is  a  deficit  just  on  his  hog  crop  alone  of  any- 
where from  $550,000,000  to  $800,000,000  3^ou  can  see  why  he  is  hard 
up.  That  does  not  take  into  account  any  other  product  selling  away 
below  their  proper  ratio  basis. 

.  I  want  to  give  you  the  ratio  basis  here  for  hogs,  beginning  with 
1921  and  running  up  to  1923. 

The  all-commodity  basis,  ratio  basis,  or  all-commodity  ratio  basis, 
the  price  of  hogs  for  1921  would  have  been  $11.75;  the  actual  price 
that  they  brought — 1  am  speaking  of  averages,  of  course — was  $7.72, 
making  a  net  loss  there  representing  a  net  loss  of  $4.03  per  hundred. 

For  1922  the  all  commodity  ratio  would  have  meant  a  price  of 
$12.75  and  the  actual  average  price  obtained  was  $8.80,  representing 
a  deficit  of  $3.95. 

For  1923  the  all  commodity  ratio  price  would  have  meant  $12.6G 
and  the  actual  average  price  received  was  $7.42,  representing  & 
deficit  of  $5.24. 

Figuring  of  course  on  that  basis  our  losses  for  1923  would  have 
been  much  greater  than  the  figures  previously  quoted. 

The  Chairman.  What  were  the  figures  you  gave  on  the  13  to  I 
basis? 

Mr.  Sykes.  $525,000,000  to  $550,000,000. 

The  Chairman.  And  what  are  the  figures  on  the  all  commoditv 
basis  ? 

Mr.  Sykes.  $800,000,000  or  better  in  1923.  It  would  have  figured 
around  $800,000,000  or  nearly  a  billion  dollars.  These  figures  are 
taken  from  the  report  of  the  Secretary  of  Agriculture. 

Now,  there  is  another  side  to  this  question,  and  that  is  the  question 
of  course  of  a  cheap  dollar  and  a  high-priced  article  that  the  farmer 
has  to  buy.  We  use  wagons  of  course  on  the  farm  and  I  happened 
to  buy  a  farm  wagon  in  the  fall  of  1914,  and  I  happened  to  buy 
another  one  last  fall.  I  bought  wagons  in  between  also,  but  it  just 
happened  to  work  out  that  way  so  that  I  have  the  comparative  prices 
reduced  to  the  number  of  pounds  of  pork.  The  wagon  in  1914  cost 
1,200  pounds  of  live  pork  or,  in  other  words,  it  took  the  price  of 
1,200  pounds  of  five  pork  to  buy  a  farm  wagon.  Last  fall  it  took 
2,500  pounds  of  live  pork  to  buy  a  wagon  that  is  considered  a  cheaper 
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make  of  wagon  than  the  wagon  I  bought  in  1914.  The  cheaper 
wagon  took  2,500  pounds  of  live  pork  and  the  better  wagon  took 
only  1,200  pounds.  ^ 

Senator  McNary.  Have    you    the    difference    in    monev    values? 
What  would  it  have  cost  in  dollars  in  1914? 

Mr.  Sykes.  The  wagon  in  1914  would  have  cost  $85. 
1  ooQ?^^^^  McNary.  What  did  you  pay  for  the  inferior  wagon  in 

Mr.  Sykes.  $150.  I  do  not  know  just  what  the  price  of  the  other 
wagon  would  have  been  last  fall  because  the  wagon  that  I  bought  was 
not  as  good. 

The  Chairman.  Your  $150  wagon  was  not  as  good  as  the  $85 
wagon  ? 

Mr.  Sykes.  Exactly.  Possiblv  the  difference  in  the  price  would 
have  been  about  $15,  that  would  be  about  the  selling  difference 

Senator  McNary.  There  was  an  interesting  ratio  between  the 
money  dollar  and  the  hog  dollar  at  the  same  time,  about  two  to  one, 
m  both  instances  ?  ' 

Mr.  Sykes.  Yes,  that  is  the  situation,  Senator. 

Senator  Gooding.  What  is  the  idfference  in  the  price  of  labor  on 
the  farm  in  Iowa  now  as  compared  with  1914  ?  What  is  the  general 
average  for  labor,  for  hired  labor,  as  compared  with  1914? 

Mr.  Sykes.  Not  having  the  record  before  me  I  should  say  offhand 
about  25  per  cent  higher,  Mr.  Senator,  in  1923  than  it  was  in  1914. 
I  think  about  25  per  cent  higher. 

Senator  Gooding.  Is  it  not  higher  than  that? 

Mr.  Sykes.  It  might  be.  I  can  not  recall  what  it  is.  I  am  not 
sure  what  we  were  paying  then. 

Senator  Gooding.  You  have  labor  down  pretty  well  if  you  have  it 
down  to  that  point. 

Mr.  Sykes.  I  think  possibly  you  are  right;  I  think  it  would  be 
higher  than  that;  we  were  paying  there  in  that  section  of  the  State 
last  year  abour  $55  for  a  single  man  and  of  course  we  took  care  of  him. 

Senator  Gooding.  The  testimony  that  has  been  put  in  shows  that 
in  the  Northwest  the  wheat  farmer  pays  $5  a  day  and  board  for  harvest 
hands;  I  do  not  think  that  they  paid  $2.50  or  $3  before  the  war. 

Mr.  Sykes.  The  day  laborer's  wages  have  advanced  in  percentages 
much  more  than  the  laborer  that  we  pay  for  by  the  month  on  Uie 
farm. 

Unless  the  members  of  the  committee  have  special  questions  that 
you  desire  to  ask  me,  I  do  not  want  to  take  up  any  more  of  your  time 

The  Chairman.  Tell  us,  do  you  favor  the  McNary  bill  ? 

Mr.  Sykes.  Yes,  sir;  that  is  the  bill  we  feel  offers  the  most  logical 
opportunity,  or,  in  other  words,  the  most  workable  opportunity  for 
giving  assistance  and  relief  to  the  farmers.  I  do  not  like  the  idea  of 
the  farmers  being  put  in  the  position  of  coming  to  the  Government  and 
asking  for  special  favors  exactly  or  for  charity  in  other  words,  and 
for  that  reason  it  seems  to  us  that  this  bill  takes  care  of  that  feature 
of  it.  What  we  are  doing  in  this  bill  is  to  ask  the  Government  to 
furnish  the  initial  capital  to  set  this  thing  up,  and  whenever  loss  is 
incurred  in  the  operation  of  it  we  are  willing  to  take  care  of  that. 

Senator  Gooding.  You  are  just  asking  the  Government  to  give 
you  a  chance  to  set  yourselves  up  where  the  Government  has  set 
everybody  else  up  ? 
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Mr.  Sykes.  Yes,  sir;  you  might  put  it  that  way. 

Senator  Gooding.  There  is  no  doubt  but  what  the  Government 
has  done  that  in  other  cases. 

Mr.  Sykes.  For  that  reason  we  feel  that  this  bill  is  more  adapted 
to  the  general  situation  and  possibly  would  appeal  to  the  average 
Congressman  in  a  way  that  taking  the  money  right  out  of  the  Treas- 
ury and  handing  it — in  a  sense,  donating  it  to  the  farmer— would  not 
appeal  to  him. 

The  Chairman.  What  about  freight  rates;  have  you  given  con- 
sideration to  that  ? 

Mr.  Sykes.  Absolutely.  I  think  the  freight  rates  are  very  much 
out  of  line ;  they  are  exceedingly  high. 

The  Chairman.  While  your  testimony  has  shown  that  the  hog 
man  was  losing  money  on  hogs  and  people  were  induced  to  eat  less 
meat  and  wheat,  and  that  those  inducements  have  interfered  with 
the  consumption  of  farmers'  products,  and  while  the  people  have 
been  induced  to  eat  more  frmt,  it  is  also  being  developed  that  the 
fruit  man  is  in  bad  shape  ? 

Mr.  Sykes.  Yes,  sir. 

The  Chairman.  This  bill  would  not  help  the  fruit  man  ? 

Mr.  Sykes.  No,  sir. 

The  Chairman.  He  ought  to  be  helped. 

Mr.  Sykes.  Yes,  sir. 

The  Chairman.  What  would  help  him;  have  you  given  any 
thought  to  that  ? 

Mr.  Sykes.  I  have  not.  I  do  not  know  what  we  could  do  about 
them.  The  fruit  people,  of  course,  are  organizing  cooperative 
marketing  organizations,  and  that  is  evidently  doing  them  some 
good;  whether  these  organizations  are  sufficient  to  meet  the  needs 
of  the  fruit  man  I  do  not  know. 

The  Chairman.  The  fruit  man  as  a  rule,  not  altogether,  but  taking 
it  as  a  general  rule,  is  affected  more  by  the  freight  rate  than  the  hog 
man  of  Iowa  is  affected  by  them  ? 

Mr.  Sykes.  Yes,  sir;  I  think  so. 

The  Chairman.  Because  he  has  a  much  longer  haul,  he  is  much 
farther  from  the  market  ? 

Mr.  Sykes.  Yes,  sir;  his  freight  rates  would  be  much  higher  in 
proportion.  ' 

The  Chairman.  So  if  your  freight  rates  to  the  hog  man  in  Iowa  is  a 
burden  and  is  burdensome  to  the  hog  man  in  Iowa,  it  naturally  would 
be  burdensome  to  the  fruit  man,  as  a  general  rule  ? 

Mr.  Sykes.  Yes,  sir.  While  the  freight  rate  is  an  item,  and  we 
must  admit  it  is,  the  fact  is  that  if  the  railroads  carried  our  hogs  to 
Chicago  for  nothing  from  Iowa  it  would  only  increase  the  price  we 
wouldget  36  cents  a  hundred. 

Senator  Johnson.  If  the  freight  rates  were  reduced,  say,  25  per 
cent,  as  they  are  applied  to  you,  and  you  sell  mostly  livestock,  how- 
much  would  it  help  you?  It  would  only  help  you  a  few  dollars  a 
year,  would  it  not  ? 

Mr.  Sykes.  I  could  soon  figure  it  out.  Possibly  on  the  amount  of 
business  we  do  on  our  farms  there,  if  they  hauled,  as  I  have  stated,  our 
livestock  to  market  for  nothing,  it  would  mean  possibly  $1,000  to 
$1,200  a  year  to  us,  that  would  be  all.     It  costs  from  $75  to  $100  a  car 
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on^KeS^  ^"^^  ^'''^"  ^^  ^^"^""^^  ^^  ^  "^'  ^^  ^^^^^^«^^'  depending 

Senator  McNary.  What  is  the  distance  ? 

Mr  Sykes.  Four  hundred  and  forty  mUes;  we  shin    we  will  sav 
anywhere  from  10  to  15  cars.  ^'  ^^' 

Senator  Johnson.  You  have  a  nearer  market  than  that  ? 

Mr.  t5YKEs.  Yes;  but  the  price  is  better  in  Chicago. 

k^iTl^L    ''''^'''''  ^^^"^  ^-^^  mentioned  the  millions  of  hogs  mar- 
K^eted  every  year,  vou  mentioned  something  about  inspected  hoes 
X)o  vou  mean  hogs  butchered  and  inspected  ?  ^  ^ 

Mr.  Sykes.  Yes. 

^^Senator  Johnson.  You  do  not  mean  the  stock  pigs  that  go  in  and 

TT^^i;  Sykes  No,  sir;  nor  the  hogs  slaughtered  at  points  where 
I^  ederal  mspection  is  not  mamtamed;  the  small  butcher  shops. 

Senator  Johnson.  But  theii  you  figured  your  ratio  on  the  Inspected 
hogs  and  not  on  the  whole  thmg  ?  ^ 

Mr.  Sykes.  I  tried  to  make  an  explanation.     I  explained  that 
before  you  came  m,  Senator. 

Senator  Johnson.  No;  I  have  been  in  all  the  time. 

^  Mr.  Sykes.  I  explamed  we  marketed  last  vear  53,000,000  Federallv 
inspected  hogs  and  as  nearly  as  we  estimated  that  was  two-thirds  of 
the  entire  number  marketed.  In  our  estimate  of  70,000,000  we  tried 
to  include  all  the  hogs. 

Senator  Johnson.  We  want  to  be  fair  to  both  sides.  I  agree  that 
1  am  a  farmer  like  vourself.  When  you  mentioned  the  cost  of  the 
wagon  in  1914  and  the  price  you  received  for  hogs  in  1914,  and  the 
price  you  paid  for  the  wagon  and  the  price  you  received  for  Iiogs 
to-day,  have  you  hgured  that  out— the  comparison  ?  The  wagon  is 
down  at  the  present  time,  isn't  Hi  ^ 

Mr.  Sykes.  Yes;  it  is  lower  than  it  was  last  fall. 

Senator  Johnson.  And  what  did  you  get,  for  instance,  in  1914  for 
nogs  m  Iowa  ? 

Mr.  Sykes.  My  recollection  is  they  sold  for  7^  to  8  cents. 

Senator  Johnson.  And  you  paid  «85  for  your  wagon  ? 

Mr.  Sykes.  Yes,  sir. 

Senator  Johnson.  And  in  1922  how  much  were  your  hogs  then  ? 

Mr.  Sykes.  You  mean  1923  ?  ^  & 

The  Chairman.  The  $85  wagon  was  bought  in  1914.  The  Senator 
IS  asking  about  prices  in  1923. 

Senator  Johnson.  He  answered  the  first  question.     Now,  in  1922 
let  us  say,  how  much  was  the  wagon  then;  is  that  when  you  paid  $150 « 
Mr.  Sykes.  I  did  not  buy.  j      f       •««' 

The  ChairxMan.  He  bought  it  in  1923. 

Senator  Johnson.  And  then  your  hogs  were  8  cents? 

Mr.  Sykes.  No,  sir;  last  fall  the  hogs  were  selhng  below  7  cents 

benator  Johnson.  In  1922  the  average  price  was  8  cents? 

Mr.  Sykes.  Yes,  sir. 

Senator  Johnson.  Because,  you  see,  the  other  side  say  to  us  "  You 
received  so  much  a  bushel  for  wheat  in  1914  and  so  much  for  other 
things  and  you  had  to  pay  so  much,"  and  they  say,  '^Now  you  get 
more  for  a  bushel  of  wheat  and  then  things  have  gone  down  com- 
paratively speaking  to  what  vou  had  to  pay  in  1914." 

Mr.  Sykes.  Yes,  sir.  ' 
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There  was  just  one  other  thought  I  wanted  to  impress  on  the  com- 
mittee and  that  is  the  fact  that  the  farmer  is  unable  to  extricate 
himself  from  this  condition.  I  have  sat  here  and  listened  to  men 
tell  this  committee  that  they  feel  that  if  you  will  just  let  the  farmer 
alone,  not  just  in  that  language,  but  they  have  said,  ''Don^t  pass 
any  of  this  fool  legislation,  but  just  let  him  alone;  he  will  dig  out; 
he  alwavs  has  dug  out  in  the  past  and  he  will  dig  out  again."  I  have 
heard  that  time  and  again.  Now,  I  am  here  to  say  seriously  and 
candidly,  gentlemen,  that  the  farmer  when  he  does  dig  out  of  this 
thing  he  will  be  out  of  the  running;  he  won't  be  a  landowner  and 
mavbe  not  a  tenant;  he  will  be  going  down  with  his  family  and 
looking  for  day  work  as  an  unskilled  laborer  in  the  city.  They  are 
now  doing  it  in  our  own  State,  going  to  town,  renting  a  little  shack 
that  they  can  get  just  as  cheaply  as  they  can,  with  an  idea  of  sup- 
porting the  family  there  from  the  wages  they  derive  as  unskilled 
laborers. 

There  are  only  two  things  the  average  farmer  can  do,  that  is  he  can 
either  farm  on  the  farm  and  live  that  way,  or  go  to  town  and  become 
an  imskilled  laborer  on  the  street  or  at  whatever  work  he  can  find  to 
do  at  any  place  he  can  find  anything  to  do.  He  is  not  fit  for  anything 
else ;  he  has  not  been  trained  for  anything  else.  That  does  not  include 
of  course,  all  farmers,  because  we  nave  as  well  educated  farmers  and 
as  well  educated  men  on  the  farm  as  we  have  in  any  industry,  but 
taking  the  rank  and  file  of  the  men  forced  out  of  the  farming  business, 
you  will  find  them  in  that  class. 

Does  this  nation  want  to  create  that  kind  of  a  situation  ?  Can  it 
afford  to  create  that  kind  of  a  situation  ?  It  seems  to  me  the  things 
is  going  to  react  on  this  nation.  You  take  our  own  great  State  of 
Iowa:  Oyer  50  per  cent  of  our  farms,  close  to  60  per  cent,  at  the 
present  time  are  now  occupied  by  tenants. 

Senator  McNary.  Is  that  rapidly  on  the  increase,  Mr.  Sykes  ? 

Mr.  Sykes.  Yes,  sir;  it  is. 

Senator  Gooding.  Is  it  on  the  increase  in  Iowa? 

Mr.  Sykes.  Yes. 

Senator  McNary.  How  rapidly  are  people  abandoning  the  farms 
and  moving  to  town,  in  your  part  of  the  State  ? 

Mr.  Sykes.  Of  course,  I  have  no  definite  figures  on  that. 

Senator  McNary.  In  general  terms  ? 

Mr.  Sykes.  To  a  very  large  extent.  In  my  own  community — I 
live  in  a  coimty  seat  town  of  2,000  people — there  have  been  farm 
sales  all  over  that  country  this  past  winter,  men  closing  out,  becom- 
ing discouraged,  and  thev  say,  ''  What  are  we  going  to  do,"  and  they 
are  at  a  loss,  and  some  of  them  go  to  town  and  say, ''  That  is  all  I  can, 
do,  I  can  not  make  out  here." 

Senator  Johnson.  On  the  other  hand,  some  of  the  farmers  that 
sold  out  four  or  five  years  ago  and  moved  to  town  are  going  back  to 
the  farm,  because  they  get  their  old  farms  back  ? 

Mr.  Sykes.  They  are  forced  to  go  back.  We  can  find  these  kind 
of  men  in  any  town. 

Senator  McNary.  Take  your  county  seat  where  you  live:  What  is 
that  land  worth  per  acre,  or  is  it  movmg  ? 

Mr.  Sykes.  No,  sir;  there  are  no  sales  of  land  there;  only  forced 
sales. 

The  Chairman.  What  does  land  bring  when  the  sale  is  forced  ? 
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.    Mr.  Sykes.  I  should  say,  roughly  speaking,  about  $150— although 
m  exceptional  cases  it  might  go  a  llttfe  beyond  that,      '"^^"'^""g'l 

^"  Sy^^^'yer-'^^**  '^  ^^^  ^°°'^  improvements  on  it? 

as  there's  ?^***'°^*"°'  ^'"*  *''*'*  '^  **  *''"**'"  °^  ^°'^*-     ^*  *«  *«  go°d 
Mr.  Sykes.  Yes. 

fuSountry^''°°™*''  ^  '^^^  '^*"*  *^*"'^''  ^''^  ^*''*^-     ^^  '«  "  ^°°der- 

Mr°*Sv^.f=T''''-  Yo",-*'^  ^'''"y  <'1°^  ^  Minnesota,  aren't  you? 

Mr.  Syiu!8.  Yes.  We  live  in  one  of  the  richest— I  will  sav  there 
are  other  locahties  just  as  good-but  we  Uve  in  one  of  the  ricK 
agricultural  districts  in  the  United  States. 

community^*'^''"'''  ^*^^  ^^"^^  ^^°  ^^^  ^*"''  ^*"'^«'  '°  ^""^  ""le 
Mr.  Sykes.  No,  sir;  there  have  not  been  any,  fortunately,  for  our 
county.  We  have  prevented  them.  Last  fafl  our  count/bankere' 
organization  put  up  $40,000  to  keep  one  bank  open;  Lh  ba^k 
suBscnbed  so  much  We  did  not  want  this  particula?  bank  to  close 
we  did  not  want  the  thing  to  start.  If  it  started  we  did  not  know 
where  it  would  end,  and  when  that  bank  got  to  the  pdnt  whereTt 
could  not  remam  open  24  hours  longer  and  the  department  officials 
were  there,  we  put  up  the  $40,000  to  keep  the  banfc  open 
^onT^A  ^•^"^^G.  Men  that  had  a  little  money  when  times  were 
fmjdi?         ^  accounts,  their  accounts  are  getting  rather 

r.i^'^A  ^^^^.^-  y,^'  ^"■•-  "*  *"^  "^  ^^^^  lots  of  men  that  carried  a 

nSdJerToto^^r  "*  '"'  '^''^"""  '^^'^  ""^  ''''  '""^  "*^^'  ''"^ 
Senator  Gooding.  I  found  that  condition  in  my  State.     I  remem- 
ber especially  a  farmer  who  came  from  Oklahoma  and  had  a  nice 
bank  account,  and  I  was  told  of  others.     This  particular  farmer 

7rZ,''ni^lV^'"^l  r^^  ^^  ^^"^  considerable  surplus  when  he  cZe 
from  Oklahoma  but  he  soon  went  broke  and  he  was  pretty  well  in 
the  red  when  I  last  heard  of  him.  ^ 

Mr.  Sykes.  The  best  farmers  that  we  have  in  our  communitv— 
tnat  IS,  the  most  up-to-date  farmers— are  running  behind  The 
only  men  m  any  one  of  our  communities  that  are  getting  ahead  at 
all  are  then  men  with  large  families  of  their  own  and  all  the  membe" 
workmg,  the  wife  and  the  children,  and  charging  nothing  u^fw 

Soing  niceT^""'  ""'^  *'"  *"'  *"  ^''  ^'^'^  ^^'^  J"^*  ^^4  tSin^ 

Senator  Gooding.  The  man  with  a  small  piece  of  ground  with  his 

£t  kii        ^""'^^  *'"  J"''  ^""'°^  ^y  '°  °^y  Stat^  and  just  by! 

witoets^''^''*"''''  "  *''**  '"  '^'  ^'■-  ^^^'^'  ^^  ^^  "^  the  next 

c^^L^^'^ft-  ^  "^^"^^  to  thank  you,  gentlemen,  of  the  committee  for 
giving  me  this  opportunity  to  be  before  you. 
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Mr.  Shorthill.  Mr.  Chairman  and  gentlemen,  I  think  I  have 
very  little  to  offer  on  this  matter. 

The  Chairman.  For  the  record,  Mr.  Shorthill,  please  state  your 
business.  What  is  you  official  connection  with  the  farm  organiza- 
tion out  there  ? 

Mr.  Shorthill.  I,  at  the  present  time.  Senator,  am  just  appear- 
ing on  my  own  account. 

The  Chairman.  You  are  connected  with  the  Farmers'  Union  out 
there  ? 

Mr.  Shorthill.  No,  sir;  I  am  connected  with  the  farmers  elevator 
organization. 

Senator  Johnson.  What  they  call  the  Grain  Dealers'  Association? 

Mr.  Shorthill.  The  Farmers  Elevator  Association;  yes,  sir;  they 
are  somewhat  different  names  in  different  States,  but  it  is  composed 
of  farmers. 

Senator  Johnson.  Are  you  not  a  national  officer  of  that  organ- 
ization? 

Mr.  Shorthill.  Yes,  sir. 

The  Chairman.  You  are  appearing  here  on  your  own  responsibility  ? 

Mr.  Shorthill.  I  happened  to  be  in  the  city  on  another  matter, 
and  I  am,  at  the  present  time,  appearing  without  any  request  or 
any  instruction  from  the  organization,  simply  on  my  own  behalf. 

The  Chairman.  Go  ahead  in  your  own  way,  Mr.  Shorthill. 

Mr.  Shorthill.  I  do  not  care  to  attempt  to  say  anything  in 
detail  about  the  general  situation,  as  I  presume  that  has  been  more 
than  covered  already. 

The  Chairman.  It  has  been  pretty  fully  covered,  I  think,  Mr. 
ShorthUl. 

Mr.  Shorthill.  All  that  I  do  care  to  say  is  to  give  some  estimate 
or  conjecture  about  the  bill,  for  it  appears  to  me  that  the  situation  is 
very  largely  theoretical,  of  necessity,  because  of  the  absence  of  any 
past  experience  along  similar  lines. 

The  agricultural  portion  of  our  country  in  sections  and  at  times  is 
confronted  with  a  crisis  and  is  probably  in  a  position  to  be  assisted 
and  should  be  assisted,  if  it  is  in  such  a  position,  by  the  Government. 
If  the  marketing  machinery  is  clogged,  it  is  obviously  the  duty  of  the 
Government  to  exert  every  effort  and  every  power  it  has  to  open  up 
the  channel,  but  we  are  confronted  with  a  matter  of  an  actual  surplus 
for  which  there  appears  to  be  no  demand.  We  have  a  very  much 
different  situation  than  has  confronted  us  before,  and  we  have  a 
very  difficult  situation  confronting  us.  I  do  not  question  the  sincerity 
or  the  good  intention  of  anyone  in  connection  with  this  proposition. 
The  only  question  I  consider  is  what  the  probable  result  might  be.  I 
can  see  nothing  in  prospect  except  a  necessity  of  the  Government 
under  this  piece  of  legislation 

The  Chairman  (interposing) .  You  are  referring  now  to  the  McNary 

Mr.  Shorthill.  That  is  the  subject  under  discussion. 

The  Chairman.  That  is  one  of  them;  you  can  talk  about  any  bill 
you  want  to. 

Mr.  Shorthill.  I  had  understood  that  the  matter  being  considered 
by  the  committee  was  this  bill,  known  as  the  McNary  bill. 
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The  Chairman.  That  is  what  you  are  talking  about? 
Mr.  Shorthill.  That  is  what  I  am  trying  to  talk  about. 
The  Chairman.  AD  right. 

Mr.  Shorthill.  It  seems  to  me  that,  in  trying  to  take  up  where  I 
left  off,  there  is  very  great  possibihty  of  the  Government  being  con- 
fronted by  a  situation  which  will  pull  it  into  the  very  thing  which 
the  bill  seeks  to  avoid,  and  that  is  a  necessity  for  the  Government 
stepping  in  and  buying  and  merchandising  the  very  product  which  the 
bill  does  not  anticipate  it  will  merchandise,  except  in  a  limited  way. 
To  my  mind  there  is  no  way  whereby  the  Government  can  stabilize 
prices  except  by  the  direct  purchase  and  sale  of  the  commodity  and 
the  control  of  its  purchase,  sale  and  movement  by  the  Government 
itself.  I  am  not  advocating  that  as  the  advisable  thing  to  do.  I  am 
only  suggesting  that  it  is  my  opinion  that  it  will  be  very  easy  and 
very  possible  for  a  situation  to  arise  under  this  legislation  which  will 
compel  the  Government  to  do  that  very  thing.  The  only  question 
therefore  in  my  mind  is  as  to  whether  there  is  a  possibility  in  legisla- 
tion of  this  sort  to  secure  to  the  producers  the  benefits  to  which  they 
are  entitled,  which  the  Government  desires  them  to  have,  and  which 
is  perhaps  to  be  secured  under  this  machinery. 

For  instance,  in  serving  on  a  committee  which  determined  the  flat 
prices  on  wheat  during  the  war,  it  seemed  to  me  that  the  question 
concerning  the  committee  was  an  effort  to  determine  in  advance  and 
name  a  pnce  on  wheat  which  must  be  projected  in  a  straight  line  into 
the  future  for  12  months,  while  the  price  of  other  commodities  were 
left  to  be  following  all  sorts  of  grooves,  up  and  down,  while  we  were 
to  determine  or  make  an  attempt  to  determine  the  price  that  would 
be  equitable  to  the  producers  in  wheat.  It  was  a  very  difficult 
problem  indeed. 

If  I  imderstand  the  proposition  under  this  measure  that  would 
put  the  same  problem  to  the  United  States  Grovemment,  except  it 
would  be  done  for  one  month  at  a  time  instead  of  for  a  year,  conse- 
quently the  price  may  rapidly  be  represented  by  a  periodf  of  12  hori- 
zontal lines  of  some  relative  position  rather  than  one  horizontal 
line. 

I  presume  that  the  object  of  all  of  this  proposed  legislation  is  to 
raise  prices  to  a  proper  level;  that  is  a  very  laudable  purpose,  but 
it  is  a  purpose  which  is  very  doubtful  of  ultimate  success,  and  on  that 
point  I  understand  that  all  this  legislation  being  proposed  is  only  to 
be  temporary  in  its  functioning. 

It  seems  to  me  that  past  experience  has  quite  clearly  indicated  to  us 
what  the  result  is  when  prices  of  farm  products  are  increased;  imme- 
diately the  prices  of  all  other  things  increase.  Take  one  instance: 
I  recall  the  case  of  one  farmer  in  western  Nebraska  who,  while  he 
was  receiving  a  high  price  for  his  wheat,  found  it  necessary  to  pay  a 
farm  hand  $7  a  day  for  100  days;  those  are  terrific  prices  for  farmers 
to  have  to  pay,  yet  many  of  them  did  it  during  those  times,  and  peo- 
ple had  the  impression  that  the  farmer  made  a  tremendous  amount  of 
money  during  war  times  because  of  high  prices  he  received,  and  those 
people  are  entitled  to  correct  their  ideas  of  the  situation. 

I  assume  that  this  legislation  will  accomplish  its  purpose.  If 
that  be  true,  then  other  commodity  prices  will  have  a  sudden  tendency 
to  rise;  that  was  the  case  during  the  war.  The  very  announcement 
of  the  fact  that  the  farmer  had  been  granted  a  minimum  price  on  his 
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wheat  immediately  affected  the  prices  of  many  other  things  by  in- 
creasing those  prices.  In  theory,  it  seems  to  me,  that  if  a  plan  such 
as  this  were  put  in  operation,  and  if  it  did  accomplish  the  purpose  it 
intended,  then  there  would  be  a  rise  of  other  commodity  prices, 
which  would  mean  that  for  the  next  month  there  must  be  a  corre- 
sponding rise  in  wheat  prices,  when  wheat  is  the  commodit}'  taken 
charge  of,  which  in  turn  would  mean  another  rise  of  cornmodity 
prices  following  that,  and  the  next  month  another  elevation  of  wheat 
prices,  with  the  very  natural  result  that  whoever  was  the  owner  of 
wheat  would  hold  on  to  that  commodit}'  just  as  long  as  he  saw  the 
hope  for  that  thing  to  happen. 

On  the  other  hand,  if  we  might  suppose  the  contrary  to  be  true, 
and  that  instead  of  producing  a  normal  crop  it  might  be  this  year 
discovered,  as  spring  approaches,  that  the  character  of  our  winter 
weather  has  destroyed  the  Hessian  fly  that  obtains  a  start  in  the 
wheat  fields,  if  the  spring  came  favorably  and  every  farmer  was 
notified  to  plant  wheat,  especially  with  the  encouragement  of  the 
Government,  we  might  very  easily  have  a  crop  of  1,000,000,000 
bushels  as  we  have  had  in  the  past.  Then,  instead  of  having 
170,000,000  bushels  for  export,  we  would  have  370,000,000  and  the 
raid  on  the  Government  would  be  so  tremendously  increased  that  I 
doubt  if  other  dealers,  other  purchasers,  might  be  expected  to  hold 
up  the  price  and  I  seriously  question  whether  the  influence  of  the 
legislation  could  then  bring  about  the  result  so  much  desired  without 
the  Government  getting  into  the  purchasing  of  the  commodity  itself. 

I  have  heard  it  suggested  while  I  have  been  listening  to  these 
hearings  that  there  was  a  principle  in  the  bill  which  womd  tend  to 
discourage  the  deUberate  increase  of  production,  but  there  are,  you 
must  admit,  those  who  will  deliberately  increase  their  production, 
and  if  that  deliberate  increase  in  production  were  brought  about, 
the  farmer  or  producer  would  be  penalized,  but  there  are  otner  factors 
that  increase  production  besides  the  deliberate  planting  by  the 
producer  himself,  and  if  that  principle  is  contained  in  this  bill  then, 
at  the  time  when  the  farmer  had  his  greatest  increase  in  production, 
when  his  prices  were  lowered  and  he  needed  the  protection  of  the 
Government,  must,  according  to  that  principle,  do  what  would 
result  in  failure. 

There  is  another  suggestion  in  the  bill,  although  I  do  not  know  it 
is  worthy  of  very  mucn  consideration,  but  we  must  recognize  the 
fact  that  in  all  activities,  Government  as  well  as  otherwise,  when 
they  are  placed  in  charge  of  individuals  who  are  held  responsible 
for  their  successful  conduct,  that  those  individuals  feel  that  re- 
sponsibility and  are  desirous  of  making  a  success  of  the  venture.  It 
seems  to  me  that  I  can  see  in  legislation  of  this  sort  the  possibility 
whereby  those  in  charge  might,  in  a  grave  crisis,  be  induced  to  buy 
up  a  surplus  and  undertake  to  sell  back  in  order  to  protect  themselves 
that  same  surplus  later  on  to  the  very  producers  from  which  it  was 
bought  in  order  to  protect  the  interests  of  the  Government  in  the 
transaction. 

That  is  all  I  have  to  say  except  I  want  the  committee  to  under- 
stand that  I  fully  appreciate  the  present  situation.  In  fact,  I  doubt 
if  the  people  of  this  country,  even  now,  fully  and  properly  appreciate 
what  the  present  situation  does  mean  and  how  serious  it  is.  The  only 
question  1  have  in  mind  is  whether  legislation  of  this  sort  can  possibly 
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accomplish  the  object  it  sets  out  to  accomplish  and,  for  the  reason 
that  the  people  with  whom  I  am  connected  have  never  taken  action 
on  this  matter,  and  because  there  is  very  much  difference  of  opinion, 
caused  not  only  by  a  difference  of  ideas,  but  by  different  conditions 
prevailing  in  different  degrees  in  different  parts  of  the  country,  I 
hesitate  to  speak  as  a  representative  of  an  organization  at  this  tune. 
I  am  not  trying  or  seekmg  to  avoid  responsibiUty  for  all  I  care  to 
do  at  this  time  is  to  express  this  as  my  own  private  idea,  not  based 
on  consultation  or  advice  with  any  one  else  connected  with  any  other 
organization  or  otherwise. 

The  Chairman.  I  think  the  committee  appreciates  very  fully  your 
frankness  in  the  matter,  and  that  is  the  kmd  of  evidence  we  want, 
whether  it  is  adverse  to  our  idea  or  not.  I  happen  to  know  of  your 
intimate  connection  with  the  wheat  farmers  a  great  many  years  ago, 
and  I  was  interested  in  it.  Naturally,  the  committee  appreciates, 
as  you  do,  and  perhaps  you  do  more  fully  than  we  the  awful  condition 
of  the  farmer  all  over  the  country,  and  we  want  to  remedy  it.  Now, 
have  you  any  suggestion  as  to  what,  if  anything,  we  can  do  by  the 
way  of  legislation  which  would  help  the  situation?  Do  you  believe 
the  Congress  of  the  United  States  can  legislate  anything  that  would 
be  of  any  assistance  to  the  farmer? 

Mr.  Shorthill.  If  you  will  pardon  me,  Mr.  Chairman,  that  is  the 
question,  the  most  natural  question  that  arises  in  my  mind  when  I 
talk  with  any  one  on  this  subject.  That  is  the  first  thing  I  think  of. 
I  think  that  m  order  to  solve  any  of  these  problems  we  must  get  down 
to  the  bottom  and  seek  the  cause.  There  is  a  lot  of  agitation  about 
getting  out  of  the  hog  production,  and  there  is  the  slogan  ''Don't 
feed  the  hogs,  feed  the  sheep,"  and  there  is  a  lot  of  agitation  looking 
to  the  farmer  to  get  out  of  wheat  farming  and  get  into  diversified 
farming  and  there  are  the  slogans  ''Eat  more  bread"  and  "Eat  more 
meat."  It  is  my  general  impression,  at  the  present  time,  that  if  there 
is  anv  criticism  of  the  American  people  as  a  class — and  they  can 
afford  to  accept  it — it  is  the  criticism  that  they  are  eating  too  much. 
I  may  be  wrong  about  that.  There  are  some  people  in  the  country, 
of  course,  who  are  not  eating  enough,  but  1  am  speaking  of  the 
masses.  To  illustrate,  Nebraska  put  on  quite  a  campaign  a  few  days 
ago,  it  is  not  completed  yet,  to  help  the  farmer  get  into  diversified 
farming.  Immediately  the  cry  went  up  from  the  dairy  people  "  We 
are  not  able  to  make  anything,  and  when  all  the  farmers  have  dairy 
faxms  we  will  have  to  go  out  of  business."  What  I  mean  to  say  is 
this : 

It  is  mv  notion  that  if  we  had  our  production  in  this  country  so 
evenly  balanced  that  no  class  could  have  an  advantage  over  another 
and  that  no  class  would  have  a  disadvantage  and  the  production 
were  nicely  balanced  then,  as  a  total,  we  would  probably  have  over- 
production in  the  country  as  a  whole.  If  we  were  just  eating  enough 
wheat,  drinking  enough  milk,  eating  enough  bread,  just  buying 
enough  of  this  and  that,  our  production  would  be  excessive,  and 
simply  because  we  are  not  producing  efficiently  enough.  It  has 
seemed  to  me  for  a  number  of  years  that  the  prospect  ahead  of  us 
was  this  prospect:  That  in  competition  with  the  world  if  we  do  not 
wake  up  and  get  down  to  a  basis  of  efficient  production,  we  will  have 
a  mighty  hard  job  of  marketing  the  surplus  in  competition  with 
other  world  countries. 
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What  are  we  to  do  ?  Cut  labor  costs  ?  I  certainly  would  not.  We 
want  good  wages  for  labor  in  this  country,  but  after  that  is  all  said 
and  done  we  must  get  down  to  efficient  production.  The  farmer  is 
doing  it.  Until  we  get  that  idea  soaked  into  all  the  heads  of  all  the 
people  of  this  country  we  must  get  down  to  this  basis  sometime; 
they  must  do  it  sometime  or  other,  and  until  they  get  down  to  this 
basis,  on  which  basis  the  farmer  now  is  and  has  been  all  the  time, 
we  are  going  to  have  a  mighty  hard  job  of  shifting  the  difficulty 
from  one  place  to  another  and  to  get  rid  of  it. 

Senator  McNary.  You  say  the  fair  is  on  an  efficient  basis  of  pro- 
duction ? 

Mr.  Shorthill.  It  is  more  efficient  to-day  than  ever  before. 

Senator  McNary.  You  say,  "We  must  get  down  to  efficient  pro- 
duction."    Who  do  you  mean  by  "we." 

Mr.  Shorthill.  The  country  as  a  whole. 

Senator  McNary.  The  manufacturer  and  the  laborer? 

Mr.  Shorthill.  The  manufacturer  and  the  laborer,  all  kinds  of 
business,  all  the  way  through. 

Senator  McNary.  How  is  this  all  going  to  check  up  with  your 
.  hypothesis  if  the  farmer  has  to  compete  with  the  peasant  laborers  of 
Emrope;  that  is  his  market  and  where  his  products  are  to  be  sold. 
How  are  we  going  to  efficiently  help  the  farmer  to  compete  in  foreign 
markets  with  cheaper  labor  and  lower  standards  of  fiving?  I  can 
not  follow  your  logic  on  the  farm  proposition. 

Mr.  Shorthill.  I  think  if  the  jtarmer  has  a  fair  chance,  an  equal 
chance  with  the  markets  of  the  world,  that  his  greater  capacity  pro- 
duction in  this  country  will  enable  him  to  meet  the  competition  in 
other  countries.  The  question  of  transportation  charges  nave  been 
brought  up  here,  and  wnile  that  is  a  small  item,  yet  it  is  not  a  small 
item  for  the  producer  in  Iowa  and  Nebraska  in  tne  heart  of  this  sur- 
plus producing  country  where  they  have  the  longest  rail  haul  of  all 
the  farmers.  There  is  an  opportunity  there  where  there  might  be 
an  adjustment  and  I  think  the  proposition  which  has  been  suggested 
for  an  adjustment  of  freight  cnarges  is  something  of  merit  to  the 
farmers. 

Senator  McNary.  That  is  transportation  ? 

3i(fr.  Shorthill.  That  is  one  of  the  items. 

The  Chairman.  Do  you  think  that  the  farmer,  through  additional 
hours  of  labor  and  more  highly  improved  farming  machinery,  could 
successfully  compete  in  the  labor  field  with  the  farmer  of  Argentina 
with  the  price  of^wheat  and  still  live  in  a  manner  comparable  to  the 
manufacturer  and  laborer  of  this  country  ? 

Mr.  Shorthill.  Yes;  if  production  in  this  country  were  equalized 
on  an  efficient  basis. 

Senator  McNary.  I  have  to  have  things  pointed  out  to  me.  I  do 
not  get  your  "efficiency." 

Mr.  Shorthill.  The  great  item  in  production  on  the  farm  is  time. 
Other  industries  than  the  farming  industry  have  a  chance  to  adjust 
themselves  to  demand,  and  they  do  it  immediately  as  the  necessity 
arises;  the  farmer  does  not  have  that  opportimity.  If  these  indus- 
tries that  produce  the  things  which  the  farmer  has  to  buy  and  on 
which  he  must  depend  are  on  any  false  basis,  they  pass  the  burden 
right  on  down  to  the  farmer,  and  he  has  no  opportunity  to  pass  it 
on  to  others.     Consequently  these  industries  that  are  able  to  add  up 
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an  expense  bill,  so  to  speak,  base  their  prices  accordingly  and  at 
least  ta'y  to  operate  on  the  basis  of  those  charges,  and  when  they  can 
not  operate  on  the  basis  of  those  charges  quit  operation  and  go  on 
an  entirely  different  basis  from  what  me  farmer  has  to  operate  on. 
If  it  comes  Maytime  in  the  wheat  field  and  the  farmer  has  a  splendid 
crop  of  wheat  growing,  even  though  he  knows  there  is  a  great  sur- 
plus in  sight,  he  can  not  stop  his  wheat  from  growing;  he  can  not 
quit  operations;  but  it  is  entirely  different  with  other  institutions, 
and  that  is  what  I  mean  by  efficiencj^  all  along  the  hne  and  reduction 
of  production  costs  as  a  result  of  efficiency,  and  that  will  be  a  decided 
rehef  to  the  farmer.  I  do  not  mean  to  say  that  that  can  be  brought 
about  by  longer  hours  on  the  farm. 

Senator  McNary.  That  brings  us  to  this  proposition.  We  want 
to  restore  the  purchasing  power  of  the  agricultural  dollar  ? 

Mr.  Shorthill.  It  must  be  an  equal  dollar  with  every  other 
dollar  in  the  end. 

Senator  McNary.  Let  me  ask  you,  are  you  a  member  of  the  grain 
exchange  ? 

Mr.  Shorthill.  No,  sir. 

Senator  McNary.  Or  any  of  the  exchanges  ? 

Mr.  Shorthill.  No,  sir. 

Senator  McNary.  Are  any  of  your  elevator  companies  members 
of  the  exchange  ? 

Mr.  Shorthill.  No,  sir. 

Senator  McNary.  They  do  do  business  on  the  grain  exchange  ? 

Mr.  Shorth[LL.  They  do  with  private  dealers. 

Senator  McNary.  I  assumed  that,  of  course,  when  you  gave  your 
connections.  You  figure  that  if  bills  similar  to  this  one  were  put 
in  operation  they  would  injuriously  affect  the  grain  exchanges  and 
also  the  elevator  business  ? 

Mr.  Shorthill.  I  have  not  said  that. 

Senator  McNary.  I  know  you  did  not,  but  I  am  asking  you  the 
question  ? 

Mr.  Shorthill.  I  indicated  it.  That  has  not  entered  into  my 
consideration  of  it.  The  onlj'  thing  I  had  in  mind  was  whether  the 
legislation  might  be  expedient. 

Senator  McNary.  Have  you  any  objection  to  answering  the 
question,  whether,  in  your  opinion,  inasmuch  as  you  are  dealing  on 
the  grain  exchanges  the  adoption  of  this  bill  or  one  similar  in  type 
or  character  would  injuriously  affect  the  grain  exchanges  or  the 
business  done  thereon,  particularly  in  futures  ( 

Mr.  Shorthill.  There  is  no  question  but  what  it  would  affect  the 
business  done  there.  There  is  no  question  about  that  because  the 
Government  entering  into  the  business  would  inevitably  have  its 
effect  on  the  business,  but  I  am  considering  this  measure  entirely  and 
solely  from  the  standpoint  of  the  producer  of  grain  who  is  in  the 
organization  and  for  whom  this  bill  is  seeking  relief. 

Senator  Johnson.  Would  you  be  in  favor  of  the  Norris-Sinclair 
bill  ?     You  have  heard  about  that,  I  suppose  ? 

Mr.  Shorthill.  I  have  heard  of  it;  yes,  sir. 

Senator  Johnson.  What  do  you  think  of  it  ? 

Mr.  Shorthill.  I  doubt  very  much  whether  even  the  influence  of 
the  United  States  Government  is  sufficient  if  it  stepped  in  to  sustain 
the  farmers'  markets  in  this  country  at  any  and  all  times,  and  any 
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bill  that  has  that  for  its  purpose  I  question  very  seriously  whether  it 
could  succeed  in  normal  times. 

Senator  Capper.  Have  you  any  suggestion  to  offer  as  to  what  this 
Congress  can  do  to  help  the  farmer  ? 

The  Chairman.  That  is  the  question  I  tried  to  have  him  answer. 
What  can  we  do,  Mr.  Shorthill,  if  anything?  Is  it  vour  judgment 
that  there  is  not  anything,  possibly,  that  we  can  do  by  legislation  that 
could  help  the  situation  ?  If  there  is  anything  we  can  do  by  legisla- 
tion, what  in  your  opinion  is  it  ? 

Mr.  Shorthill.  No;  I  am  not  saying  it  is  not  possible  to  do  any- 
thing to  assist.  1  think  this  is  primarily  true;  that  this  is  certainly 
a  poor  time  to  use  a  specific  instance  to  encourage  the  farmers  of  this 
country  to  continue  or  to  enlarge  a  business  of  wheat  production. 
I  do  not  mean  it  is  a  time  for  the  farmers  to  quit  growing  wheat; 
I  do  mean  it  is  a  poor  time  to  inject  any  false  encouragement  into 
that  line  of  business,  because  it  is  a  poor  business  and  it  is  going  to 
continue  to  be  a  poor  business  at  best  for  the  next  two  years. 

The  Chairman.  Do  you  think  we  ought  to  let  it  alone,  then  ? 

Mr.  Shorthill.  If  there  are  places  at  any  time  where  the  situation 
has  become  critical,  I  think  it  would  be  a  very  proper  procedure  for 
the  Government  to  very  carefully  proceed  in  cases  of  that  kind  and 
render  such  assistance  as  is  necessary,  even  to  the  extent  of  taking  a 
hand  temporarily  in  the  investment. 

The  Chairman.  How  would  we  go  to  the  assistance  of  suc^  a 
farmer  ?  We  want  to  do  something  practical.  Should  we  loan  them 
money  ?     Is  that  what  you  mean  ? 

Mr.  Shorthill.  There  may  be  cases  where  money  would  help  out, 
something  of  that  sort  will  help  out,  not  additional  extensions  of 
credit,  however,  because  I  think  that  possibly  too  much  credit  has 
had  a  lot  to  do,  or  too  easy  credit  has  had  a  lot  to  do,  with  our  condi- 
tion in  many  lines,  but  if  there  are  places  where  the  situation  is 
critical  and  the  financial  situation  is  tense  and  the  Government  can 
come  in  and  assist  in  tiding  that  over,  it  is  a  proper  thing,  in  my  opin- 
ion, to  do  that,  even  though  the  Government  mignt  be  taking  a  chance. 

The  Chairman.  That  is  the  point  we  are  trying  to  bring  you  to, 
Mr.  Shorthill.  I  think  it  is  conceded  that  that  is  the  condition.  Now, 
how  can  we  do  it  1  You  say  the  proper  thing  is  to  go  to  their  assist- 
ance. That  does  not  mean  much,  so  what  we  wish  you  would  tell  us 
is  how  you  think  we  should  do  it.  You  do  not  think  that  we  shoiild 
do  it  either  by  the  McNary  or  the  Norris  bills.     How  can  we  do  it  ? 

Senator  McNary.  Are  you  familiar  with  the  Norbeck  bill?     Will 

that  do  the  work  ^ 
Mr.  Shorthill.  I  am  only  famihar  with  it  as  I  have  seen  notices 

in  the  press. 

Senator  McNary.  Would  that  do  the  work  ? 

Mr.  Shorthill.  With  all  due  respect  to  your  interest  in  the  matter 
and  to  my  position,  I  think  it  would  be  necessary  to  consult  people 
who  are  qualified  to  speak  on  these  matters  that  you  have  in  mind, 
bankers  and  farmers  themselves,  who  are  in  direct  communication  or 
connection  with  the  situation,  and  if  then  a  situation  is  found  whereby 
it  seems  to  be  necessary  that  some  one  should  step  in  and  carry  over 
and  reheve  the  situation,  I  beheve  that  would  be  the  proper  thing  to 
do,  but  as  to  the  procedure  I  must  say  that  I  have  not  given  enough 
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Mr.  Shorthill.  That  is  what  I  am  trying  to  sive  vn„ 

There  is  no  ule  of  Ctnrin^T„  Hn^  '"'Jl'^  ^\'"'''  »»*  <*«  anything. 
tUnk,  however!  thaTweTeVowTr*'''"^  *^*  ^^«»°  "«*  do.  ^I 
judgiient  may  be  wr^M   hMi        ^T^  ??°J*'  »°d  "^  "ou^e  my 

mistake  by  tr^ngtoTg^lk^oVtCLCt  IstLr  '''^T'^-g^ 
Mr.  Shorthill.  I  tfink  it  is  nrnh«Kjr       4^  that /our  judgment? 

ment  to  undertake  to  I^klate  a  mS^  a  mistake  for  the  (fovem- 
The  Chairman.  Put  wvom- own  nrl^'-^*''"  ''""t^'^'^  <"•  mdirectly. 

situation  is  impro^^ng  iTctrS  S^tir ""  ''^  ^'^""^  '*  —     The 

moty't^rZS-^r'n^^jS,^  i^Z^^  t  ^T^  «— -* 
situation,  that  mkht  be  a  v^  oZf     ^  ?^  *^'^-  ^^^^  *''^^  "^^r  the 

The  ciAiKM^^That  wm2^ff  f^^  ^"'f*."'  '"*'*'  circumstances. 
and  loan  them  tothe  f^^i  k!;^''^"^*"*^''^  "*'""«  ^^^^'"■^  funds 

Mr  Shortrft  I    vi^      •  1,  '^^'i  ^'^^  ">  turn  would  loan  it  out « 

thaTih^ZmrUd'^err^i^ni'J'^o'fT^^^      '^"^^  ^  ^!!f "^  »  "^^ 
The  Chairman    Would  nnt  1wi^„fl-  f^X°''  '"easonable  terms. 

inc^^thlo'^^^^^  -^  how  much  it  would  take 
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The  Chairman.  Don't  you  know  it  would  have  to  come  up  pretty 
nearly  to  the  billion  mark,  that  nearly  all  the  farmers  in  the  United 
States  would  have  to  be  helped  if  we  did  that  ? 

Mr.  Shorthill.  Yes,  that  is  true. 

The  Chairman.  What  machinery  would  you  set  up  to  loan  this 
money  by  ? 

Mr.  Shorthill.  I  had  not  quite  completed  my  answer.  I  do  not 
anticipate  it  would  be  necessary  for  the  United  States  Government 
to  furnish  all  the  credit,  or  even  the  greater  part  of  it. 

The  Chairman.  Who  would  ? 

Mr.  Shorthill.  The  other  local  financial  interests.  It  is  being 
done. 

The  Chairman.  How  could  the  Government  by  legislation  compel 
or  induce  those  others  to  carry  over  the  credit  ?  They  can  do  that 
without  any  law.    How  can  we  compel  them  to  do  it  ? 

Mr.  Shorthill.  You  can  not,  but  it  is  already  being  done  in  a 
great  many  communities. 

The  Chairman.  That  is  being  done  now.  We  can  cast  that  aside 
as  already  being  accomplished.     What  else  is  there  left  to  do  ? 

Mr.  Shorthill.  The  only  (question  is  whether  there  might  not  be 
some  places  where  assistance  is  needed  and  where  it  is  not  available 
locally. 

The  Chairman.  You  would  first  ascertain  where  these  localities  are  ? 

Mr.  Shorthill.  Yes;  we  would  fii*st  have  to  locate  the  localities. 

The  Chairman.  And  then  you  would  confine  the  goA^ernmental 
efforts  to  those  localities  ? 

Mr.  Shorthill.  Yes. 

The  Chairman.  How  would  you  go  about  finding  out  where  they 
were  ? 

Mr.  Shorthill,  I  should  think 

The  Chairman  (interposing).  Do  you  know  any  locahtv  where 
they  would  not  claim  at  least  that  that  was  one  that  sliouhl  be 
assisted  ? 

Mr.  Shorthill.  Yes;  I  think  there  are  localities  that  would  not 
be  seeking  Government  assistance  unless  there  was  some  financial 
advantage  in  securing  it. 

The  Chairman.  There  would  be  in  every  case. 

Mr.  Shorthill.  Yes;  if  there  were  a  lower  rate  of  interest  or  more 
favorable  terms,  that  would  be  an  inducement  to  securing  the  aid 
and  it  would  be  an  aid. 

The  Chairman.  The  Government,  of  course,  if  it  went  into  the 
business,  would  not  exact  a  very  high  interest,  so  it  would  be  a 
lower  rate  of  interest  than  the  farmer  could  procure  anywhere  else, 
certainlv  lower  than  he  would  get  from  the  bank  and  that  would 
mean  that  every  locahty  would  make  application,  at  least,  is  not 
that  true  ( 

Mr.  Shorthill.  That  would  be  one  of  the  details  of  the  adminis- 
tration of  it.  But  if  this  which  I  have  suggested  is  also  impractical 
I  must  say  that  I  would  be  compelled  to  confess  right  now  that  I 
have  no  answer  to  the  question. 

Senator  Johnson.  The  time  will  soon  be  up  and  I  have  to  go. 
It  seems  as  though  you  do  not  favor  either  the  bill  of  Senator  McNary 
nor  the  Norbeck  bill,  nor  the  Norris-Sinclair  bill.     Would  you,  Mr. 
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Shorthill,  be  in  favor  of  8ome  measure  whereby  the  fanners  could 
organize  themselves  together  in  an  organization  that  would  control 
production,  make  it  possible  for  them  to  have  orderly  production 
and  an  orderly  marketing,  so  that  they  could  say  that  they  have 
produced  so  many  bushels  of  wheat  and  ask  a  certain  price  for  it 
just  like  the  manufacturer  of  wagons  and  binders  do.  Would  you 
be  in  favor  of  that?  In  such  a  measure  they  would  set  their  own 
prices  like  others. 

Mr.  Shorthill.  If  we  had  an  organization  of  that  sort  and  did 
that,  we  would  have  to  do  that  the  same  as  all  the  rest  of  the  manu- 
facturers do. 

Senator  Johnson.  We  do  that  in  Minnesota  and  we  are  nearly 
doing  it  in  Nebraska. 

Mr.  Shorthill.  I  want  to  call  your  attention  to  the  fact  that  I 
said  we  would  have  to  do  that  like  other  folks  did.  Now,  when 
manufacturers  in  other  lines  undertake  to  do  that,  they  must  lunit 
production  carefully.  The  question  in  my  mind  is  whether  there 
can  be  an  organization  in  this  country  that  can  control  the  production 
of  the  farmer  and  make  a  reasonable  profit. 

Senator  Johnson.  Does  not  the  manufacturer  limit  the  number 
of  chairs  he  manufactures  ? 

Mr.  Shorthill.  That  is  true. 

Senator  Johnson.  And  for  instance,  the  National  Harvester  Co. 
of  America,  I  should  say  the  International  Harvester  Co.,  that  makes 
i^bigger,  they  manufacture  mowers,  binders,  and  reapers,  and  when 
they  have  an  overproduction  they  sell  the  surplus  on  the  world 
market  and  take  a  little  loss. 

Mr.  Shorthill.  That  is  what  your  producer  of  agricultural  prod- 
ucts would  have  to  do. 

Senator  Johnson.  Yes;  under  this  bill.  But  would  you  be  in  favor 
of  this  other  proposition  that  I  and  some  of  us  radicals  are  proDosin^ 
now?  ^    ^       ^ 

Mr.  Shorthill.  I  do  not  know  whether  it  is  a  matter  that  could  be 
carried  out  to  a  final  solution  or  not.  I  pointed  out,  I  think,  that 
the  manufacturer  who  has  a  surplus  can  close  down  his  factory  as 
did  a  large  automobile  factory  not  many  years  ago,  and  remain 
closed  until  the  sin-plus  has  been  taken  up. 

Senator  Johnson.  But  all  the  time  he  had  a  surplus  on  hand,  and 
so  can  the  farmers  have  a  surplus  on  hand.  We  could  store  our 
surplus. 

Mr.  Shorthill.  I  do  not  know  about  that.  I  hear  them  tell 
prospective  purchasers  that  they  had  better  put  in  the  order  because 
the  surplus  would  already  be  exhausted. 

Senator  Johnson.  Suppose  you  take  our  place  and  become  a  law- 
maker and  you  are  asked  to  do  something  for  the  farmer.  What 
would  you  do  ?     What  would  you  suggest  to  us  to  do  ? 

Mr.  Shorthill.  I  have  no  suggestion  other  than  what  I  have 
already  made.  Senator. 

Senator  Johnson.  I  have  not  really  got  very  much  out  of  your 
plan.  I  want  something  concrete  before  you  go  back  to  Nebraska. 
Suggest  something  so  we  can  put  you  on  record  back  there. 

Mr.  Shorthill.  As  I  say,  1  have  no  suggestion  further  than  what 
I  have  already  made.  Senator. 
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Senator  Johnson.  Maybe  we  have  legislated  too  much  already,  but 
if  we  don't  legislate  some  more  the  farmers  can  not  help  themselves; 
that  is  the  way  it  looks  to  me. 

Mr.  Shorthill.  That  may  be  all  very  true. 

The  Chairman.  If  we  have  nothing  further  to  suggest,  we  will  ask 
the  next  witness  to  give  us  his  views. 

STATEMENT  OF  H.  E.  GOLDSWORTHY,  ROSALIA,   WASH. 

Mr.  Goldsworthy.  Gentlemen  of  the  committee,  I  am  from  the 
State  of  Washington,  a  wheat  farmer,  and  I  represent  the  Washington 
Export  Commission  League,  an  organization  that  has  been  formed  in 
the  last  two  months  for  the  sole  purpose  of  attempting  to  secure 
assistance  for  the  farmer  through  legislation,  something  along  the  line 
incorporated  in  the  McNary  bill.  We  were  organized  before  this  bill 
was  drawn  up  and  introduced,  but  since  his  bill  has  been  introduced 
we  have  made  a  very  complete  study  of  it  and  are  unanimously  for 
this  bill. 

Senator  McNary.  What  was  your  primary  object  in  organizing? 

Mr.  Goldsworthy.  I  will  go  mto  that  a  little  and  say  to  you  that 
last  fall  there  was  a  mass  meeting  of  farmers,  wheat  growers,  and 
those  interested  in  the  production  of  wheat,  called  in  eastern  Wash- 
ington to  see  if  anything  could  be  done  in  the  way  of  relief.  At  that 
meeting  we  appointed  a  permanent  chairman,  an^  he  was  empowered 
with  the  appomtment  oi  a  committee  representative  of  all  phases  of 
this  industry,  and  people  who  were  interested  in  all  phases  of  the 
production  of  wheat  and  those  who  represented  the  different  branches 
of  the  banking  industry,  the  National  and  State  banks,  the  land  banks, 
and  farmers  from  all  over  the  wheat-growing  section  of  Washington, 
were  included  in  this  committee.  We  had  a  representative  of  the 
Retail  Merchants  Association. 

This  committee  met  and  had  spent  several  days  going  over  the 
entire  situation  and  considered  proposals,  15  or  20  of  them,  received 
from  different  sections  of  the  State,  and  the  final  conclusion  of  the 
committee  was  that  the  only  possible  hope  for  the  wheat  grower  lay 
through  securing  legislation  that  would  put  him  on  a  par  with  other 
industries  by  taking  care  of  his  surplus  of  wheat. 

We  realize  that  the  surplus  of  wheat  was  one  of  the  greatest  prob- 
lems that  we  had  to  contend  with  in  this  situation  and  that  as  long 
as  that  was  on  hand  we  were  on  a  world  market. 

We  then  went  out,  Mr.  Chairman,  and  presented  to  the  farmer  and 
the  business  men,  and  the  bankers  of  the  State  of  Washington,  the 
McNarv-Hogan  bill.  We  did  not  go  into  the  plan  or  the  detail  of 
the  bill,  for  we  had  just  the  rough  draft  before  us,  but  we  went  into 
the  plan  of  the  bill  in  general,  and  I  can  tell  you  we  in  Washington, 
the  farmer,  the  businessman,  everyone  concerned  with  the  matter, 
is  unanimously  for  this  measure  m  the  State  of  Washington,  not 
alone  the  wheat  grower,  but  the  banker  and  the  businessman.  We 
have  perfected  our  organization  in  the  State  of  Washington,  and 
there  is  not  a  wheat  growing  section  of  Washington  that  has  not  a 
local  organization  of  the  Export  Commission  League  with  practically 
the  entire  people  numbered  in  its  membership  as  members  of  the 
league.  We  have  executive  committees  of  the  local  organizations 
and  they  through  their  presidents  form  county  organizations  and  the 
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county  forms  the  State  organization.  We  have  a  member  on  every 
larm  m  that  part  of  the  country. 

Our  State  Bankers'  Association  and  the  Spokane  Chamber  of  Com- 
merce and  other  organizations  in  the  country  have  indorsed  the 
organization,  and  we  have  almost  a  100  per  cent  membership  in  this 
Washington  Export  Commission  League. 

That  shows  the  interest  they  are  taking  in  the  measure  and  the 
unanimity  of  support  that  the  measure  has  received  and  that  unan- 
imity of  support  has  been  reached  by  a  careful  study  6f  the  provisions 
th     b'n   ^^^^^  "^^^  ^®^^^  ^^^^  "^  ^^^^^  ^^^P  ^s  available  than  through 

Much  has  been  said  here,  Mr.  Chairman,  in  regard  to  other  meas- 
ures of  relief.  We  ask  out  there  that  you  do  not  extend  us  any 
more  credit.  The  Norbeck  bill  does  not  apply  to  us.  There  is  only 
one  thing  that  will  help  us  pay  our  debts,  and  that  is  a  rise  in  the 
prices  that  we  get  for  the  things  we  raise. 

I  come  from  a  county  that  is  the  richest  in  the  United  States 
We  this  year  raised  over  13,000,000  bushels  of  wheat  and  we  are 
to-day  harder  up  than  we  were  a  year  ago. 

Senator  McNary.  What  county  is  that  ? 

Mr.  Golds  WORTHY.  Whitman  County,  and  just  a  few  days  ago 
one  of  our  banks  went  in  the  hands  of  the  receiver.  Now,  there  is 
one  reason  for  that  situation:  I  have  figures  here  to  show  that  it 
cost  us  25  to  50  cents  more  to  raise  a  bushel  of  wheat  than  we  set 
for  it.  ^ 

The  ChaiRxMan.  What  is  the  county  seat? 

Mr.  GoLDSwoRTHY.  Colfax.  Now,  that  is  the  condition  that  con- 
fronts us,  and  if  there  is  a  solution  for  that  question  I  know  you 
will  realize  that  an  emergency  exists  and  you  will  find  a  solution. 
We  are  convinced  that  there  is  only  one  solution,  and  that  is  some- 
thing that  will  take  care  of  the  exportable  surplus. 

The  Chairman.  Does  your  organization  have  any  connection  with 
the  organization  Mr.  Hewett  is  connected  with  ? 

Mr.  GoLDSwoRTHY.  We  have  not.     I  can  say  this,  however    we 
have  the  indorsement  of  the  Washington  Wheat  Growers'  Association 
which  is  aflaiiated  with  the  American.  ' 

The  Chairman.  Your  members  are  also  members  of  that? 

Mr.  GOLDSWORTHY.  Yes,  sir;  I  have  been  on  the  board  of  directors 

r^i!®  ]^^^^^^^^^  Wheat  Growers'  Association  since  it  was  started. 

Ihe  Chairman.  I  wish  you  would  tell  us  why  you  have  the  two 
organizations  of  the  same  nature,  both  trying  to  do  the  same  thing  ? 
^  Mr.  GOLDSWORTHY.  They  are  not  entirely  the  same.  Our  Wheat 
Growers  Association  is  a  wheat-pooling  organization,  handhng  the 
wheat  of  its  members.  We,  as  an  organization,  the  wheat  growers 
have  come  to  realize  that  because  of  our  inability  to  organize  the 
farmer  100  per  cent,  we  are  unable  to  do  the  things  for  them  that 
this  bill  does.  If  we  could  organize  our  farmers  100  per  cent  and 
we  have  tried  very  earnestly  to  do  that  out  there,  this  piece  of  legisla- 
tion would  be  unnecessary.  If  we  could  organise  the  farmers  100  per 
cent  we  could  do  this  thing  ourselves  that  we  are  asking  the  Govern- 
ment to  do  for  us.  But,  it  is  impossible.  I  have  been  working  in 
the  organization  field  ever  since  it  was  started. 

i^'^wi!^^^^-?'^^^^*  "^^^^  ^^^^  ^^^  really  originated  in  connection  with 
the  Wheat  Growers'  Association,  was  it  not,  and  that  you  organized 
this  other  association  for  the  purpose  of  getting  behind  the  bill  / 
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Mr.  Goldsworthy.  We  had  just  one  purpose  in  organizing  the 
Export  Commission  League,  and  that  was  to  get  everybody  behind 
this  one  thing,  and  all  these  different  organizations  have  indorsed  the 
Export  Commission  League  and  they  are  all  back  of  it. 

Senator  McNary.  That  is  your  sole  function  ? 

Mr.  Goldsworthy.  Our  sole  purpose. 

Senator  McNary.  And  that  is  called  the  Washington  Export 
Commission  League? 

Mr.  Goldsworthy.  Yes. 

Senator  McNary.  Will  you  let  me  ask  you  the  grade  of  wheat 
grown  in  your  country,  is  it  the  same  as  is  grown  throughout  Wash- 
ington ? 

Mr.  Goldsworthy^  Pretty  generally.     We  raise  a  soft  wheat. 

Senator  McNary.  I  received  a  letter  yesterday  from  someone  who 
said  they  favored  this  plan,  but  that  they  thought  it  would  be  of 
more  value  to  the  northwestern  section;  he  mentioned  Minnesota  and, 
of  course,  Washington  as  the  other  great  wheat-gro\^Tiig  section  of 
the  country.  Does  this  bill  in  its  application  benefit  one  section  of 
the  wheat  growing  area,  or  does  it  benefit  every  one  ? 

Mr.  GioLDswoRTHY.  Not  at  all ;  I  think  every  section  in  the  United 
States  enjoys  the  same  benefits  under  this  bill. 

Senator  McNary.  I  could  not  fi^re  it  out  myself.  I  wanted  to 
know  if  you  thought  it  would  discriminate  ? 

Mr.  Goldsworthy.  No;  it  would  not. 

Senator  McNary.  Would  it  affect  advantageously  one  grade  of 
wheat  over  another  ? 

Mr.  Goldsworthy.  No,  sir. 

Senator  McNary.  Do  you  see  any  discriminatory  measure  in  this 
in  any  way  ? 

Mr.  Goldsworthy.  No;  not  in  any  wa}-  whatever.  We  raise  in 
Washington  hard  wheats,  almost  similar  in  quality  to  that  grown  in 
Montana  and  the  people  of  that  section  are  unanimously  for  the  bill 
just  as  much  so  as  are  the  people  in  the  soft  section,  because  they 
reHlize  the  tremendous  things  this  biU  will  obtain,  and  appreciate 
the  fact  that  the  functioning  of  the  bill  will  result  in  the  raising  of 
values  for  the  wheat. 

The  Chairman.  It  would  be  sold  in  the  same  way,  by  grade,  but 
the  scrip  would  be  issued  by  the  bushel  ? 

Mr.  Goldsworthy.  Yes,  sir. 

Senator  McNary.  Your  organization  is  called  the  Wheat  Growers' 
Association.  I  think  Mr.  Hewett  says  his  organization  operates  in 
nine  States.     Is  that  the  same  growers'  association  extended  ? 

Mr.  Goldsworthy.  Yes,  sir. 

Senator  McNary.  Is  it  the  hope  eventually  that  it  will  be  so  large 
that  they  can  do  what  their  neignbor,  the  manufacturer,  does  not  ? 

Mr.  Goldsworthy.  I  think  there  are  still  some  people  that  have 
that  hope.  Personally,  while  I  may  have  hoped  that  in  the  beginning, 
I  do  not  see  any  hope  for  it  now. 

The  Chairman.  1  do  not  see  any  possibility  of  it. 

Mr.  Goldsworthy.  Neither  do  I.  I  think  such  a  thing  is  beyond 
hope. 

The  Chairman.  That  would  mean  that  every  man  who  grows 
wheat,  if  he  only  grew  five  acres  of  it,  would  have  to  belong  to  the 
association.     It  would  be  an  inducement  for  the  man  who  grew  only  a 
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little  wheat  to  stay  out,  because  he  would  get  the  benefit  of  the  rise 
and  would  not  have  to  bear  any  of  the  loss. 

Mr.  GoLDswoRTHY.  We  find  that  in  the  operation  of  the  State 

association.     The  outsiders  get  the  full  benefit  of  what  the  man  does 

inside,  and  the  man  inside  carries  the  loan  and,  of  course,  they  feel 

they  are  holding  the  sack  while  the  other  fellow  gets  the  benefit  of  it. 

The  Chairman.  I  think  that  is  true  of  all  kinds  of  organizations. 

Mr.  GoLDswoRTHY.  I  think  so;  yes. 

Senator  McNary.  The  cooperative  fruit  organizations  in  the  West 
find  that  they  must  have  some  measure  that  will  force  everybody 
in  or  some  law  that  will  be  coercive  if  they  are  going  to  derive  the 
utmost  benefits  from  their  efforts. 

Mr.  GOLDSWORTHY.  That  is  my  opinion,  exactly,  Mr.  Chairman, 
and  we  believe  that  this  bill  will  do  the  trick. 

The  Chairman.  You  do  believe  that  this  bill  will  do  the  trick? 
Mr.  GOLDSWORTHY.  Yes.     There  is  one  other  point  that  has  been 
mentioned  here  that  I  would  like  to  speak  about,  and  that  is  with 
regard  to  divei-sification.     Our  farmers  are  so  hard  up  now  that  they 
can  not  diversify.     I  believe  where  it  is  possible  to  do  it  to  some 
extent,  but  they  can  not  do  it  because  of  the  climatic  conditions. 
Even  in  those  sections  where  it  is  possible,  we  can  not  do  it  because 
we  are  too  hard  up. 
Senator  McNary.  Would  not  the  Norbeck  bill  apply  there  ? 
Mr.  GOLDSWORTHY.  Possiblv  it  would,  but  the  Norbeck  bill  does 
not  extend  that  far  in  its  application. 

Senator  McNary.  It  does  not  limit  its  operations  to  any  particular 
section  ? 

Mr.  GOLDSWORTHY.  I  have  not  a  word  to  say  against  it  with 
respect  to  its  local  application  of  temporary  relief.  Here  is  one 
thing  this  bill  will  do  if  you  will  provide  us  with  a  little  profit.  If 
we  go  back  on  an  operation  basis  of  1913  we  can  go  ahead  and  diver- 
sify, we  can  raise  hogs,  and  we  can  go  into  the  dairy  with  a  little 
capital,  and  change  the  operation  to  a  diversified  operation.  We 
have  had  it  impressed  upon  us,  the  value  of  diversification,  and  onr 
farmers  appreciate  the  value  of  that.  We  have  to  diversify  where 
we  can  if  we  maintain  our  soil  fertility,  and  we  realize  that  and  by 
providing  a  little  profit  on  the  wheat  production  you  will  not  drive 
us  to  producing  wheat  to  the  exclusion  of  everything  else,  but  you 
wiU  put  us  back  on  the  1913  basis,  and  we  will  do  as  we  did  then 
when  we  were  forced  into  production;  we  will  go  back  to  the  1913 
basis  when  we  did  diversify  extensively,  and  we  will  do  it  again. 
We  realize  that  that  has  to  be,  if  we  maintain  our  soil  fertility,  and 
we  will  do  that  if  we  can. 

Senator  McNary.  Without  legislation,  do  you  see  anything  in  the 
immediate  future  that  would  assist  the  farmer  in  getting  back  to  a 
better  condition  ? 

Mr.  GOLDSWORTHY.  I  think.  Senator  McNary,  without  legislation 
we  are  hopeless;  our  position  is  hopeless.     I  can  not  see  a  chance  for 
us  without  legislation.     That  is  my  honest  opinion. 
Senator  McNary.  How  many  acres  do  you  farm  ? 
Mr.  GOLDSWORTHY.  I  farm  about  900  acres.     I  raise  as  high  as 
65  bushels  of  wheat  to  the  acre,  and  I  had  a  loss  on  that. 
The  Chairman.  Is  that  in  Whitman  County  ? 
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Mr.  GOLDSWORTHY.  Yes.  We  liave  one  county  out  in  the  State 
that  has  seven  banks  in  it,  and  one  has  its  doors  open  to-dav  and  it 
levied  a  200  per  cent  stock  attachment  last  year.  Practically  every 
bank  in  our  county  has  levied  100  to  200  per  cent  stock  attachment, 
but  I  do  not  need  to  tell  you  about  that  or  to  dwell  on  it.     You,  of 

course,  recognize  the  emergency.  ,      .  ,      ,         ,        .    ,  ^.„ 

The  Chairman.  We  are  confronted  with  obstacles  tnat  are  stUl 
ahead  of  us.  There  is  very  serious  objection  to  any  kind  of  legisla- 
tion, and  a  great  many  very  honest  people  think  we  are  making  a 
mistake,  whUe  thev,  at  the  same  time,  admit  that  the  condition  is 
terrible.  They  tell  us  there  is  no  remedy  for  it,  and  we  have  to  let 
the  farmers  die.  That  will  be  the  situation  we  will  face  m  the  Senate 
as  well  as  here,  because  it  will  be  much  stronger  there,  because,  with- 
out questioning  the  motives  of  anyone,  there  are  a  lot  of  people  who 
think  we  are  wrong,  and  when  we  do  decide  to  legislate,  even  fnends 
of  the  legislation  do  not  agree  as  to  what  will  brmg  the  remedy.  A 
very  few  Members  of  Congress  really  hear  the  testimony  that  we  have 
heard  about  the  conditions,  and,  on  the  other  hand,  there  have  been 
some  who  have  come  before  the  committee  and  testified  that  condi- 
tions were  not  bad  and  that  they  are  getting  along  all  right.  You 
must  not  get  the  idea  that  the  prospect  of  any  legislation  is  very 

promising.  i.       j 

Mr.  GOLDSWORTHY.  I  do  not  think  we  have  that  idea. 
The  Chairman.  We  have  a  very  difficult  proposition  before  us,  and 

I  think  it  is  doubtful  whether  we  can  do  anything.     Don't  you  agree 

with  me  in  that  ? 

Senator  McNary.  Yes,  indeed. 

Mr.  GOLDSWORTHY.  Here  is  the  way  our  farmers  feel,  bankers  and 
business  men,  because  they  get  their  profit  out  of  the  wheat  sack:  We 
feel  that  the  wheat  grower  is  not  entirely  to  blame  for  the  position  he 
finds  himself  in  to-day.  We  were  put  into  this  position  through 
appeals  to  our  patriotism,  and  it  is  because  of  the  appeals  to  our 
patriotism  that  we  have  raised  so  much  wheat,  and  to-day,  through 
the  application  of  our  protective  tariff  system,  and  I  am  in  hearty 
favor  with  it  personally,  we  are  at  a  disadvantage.  All  we  ask  for 
in  this  bill  is  to  be  put  on  a  par  with  other  folks. 

The  Chairman.  That  is  a  very  important  point,  Mr.  Goldsworttiy, 
but  take  the  committee  attitude  now:  We  are  confronted  with  a 
system  that  has  put  everybody,  excepting  the  farmer,  on  rather  an 
artificial  basis  as  compared  with  the  world.  We  will  be  met  with 
this  proposition.  Instead  of  trying  to  put  the  farmer  on  that  basis 
we  should  take  the  balance  of  the  people  and  put  them  down  to  the 
basis  on  which  the  farmer  is  now. 

Mr.  GOLDSWORTHY.  The  people  of  the  United  States  as  a  whole  are 
willing  to  take  pot  luck  with  the  rest  of  the  world  now,  and  the 
farmer  will  take  a  chance  with  them. 

The  Chairman.  I  do  not  think  there  will  be  any  doubt  of  this 
position.  The  farmer  would  get  some  reUef  if  this  bill  were  put 
through,  but  it  is  contended  that  he  might  have  more  injurv  done 
by  its  operation  than  good.  Take  the  tariff  for  instance:  I  think 
tliere  are  a  good  many  tariff  items  that  treat  the  farmer  more  unjustly 
and  makes  him  pay  a  higher  price  for  things,  although  most  of  the 
expensive  things  he  has  to  buy  on  the  farm  are  actually  on  the  free 
list,  but  the  whole,  concerning  everything,  is  on  an  atmosphere  built 


664 


PURCHASE  AND  SALE   OF  FARM  PRODUCTS. 


up  by  a  protective  tanff  so  that  it  increases  the  price  even  if  some  of 
the  things  like  farm  machinery  of  certain  kinds  is  on  the  free  Hst. 
Ihe  fact  is  the  machinery  is  not  made  abroad  to  any  extent  so  there 
that^    ^        advantage  m  putting  him  on  the  free  list  with  regard  to 

Mr  GoLDswoRTHY.  If  we  were  all  the  way  down  the  line  on  that 
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idea,  it  would  open  up  the  immigration  bararYeraondTf  "I'do'not 

r  farmers,  on  the  whole,  I  do  not  believe  would 


believe  in  that.     Our 

favor  that.  We  would  much  rather  have  agriculture  raised  up  than 
have  the  other  fellows  pulled  down.  Our  indebtedness  to^ay  is 
largely  indebtedness  that  was  incurred  from  inflated  valuations  I 
have  been  out  at  thousands  of  the  meetings  down  in  our  State,  and  in 
some  of  the  meetmgs  m  your  State,  Senator,  where  there  were  700 
people  out  and  the  sentiment  there  is  not  for  pulling  down  anythmg, 
but  for  buildmg  up  Our  farmers  want  to  be  put  on  a  par  with^e 
other  citizens  of  the  United  States:  they  donH  want  to  tear  them 
down,  they  want  to  build  them  up. 

Senator  McNary^^  Is  the  War  Finance  Board  functioning  out  in 
that  country  Mr.  Goldsworthy,  to  any  extent— I  mean  Mr.  Meyers's 
organization?  j^^oo 

Se^t  ^^^®^^*™^-  ^  *™  ^^^  i^  a  position  to  answer  you  on  that, 

TheC^iRMAN.  If  you' have  nothing  further,  Mr.  Goldsworthy,  we 
will  ask  the  next  witness  to  come  forward. 

Mr.  Goldsworthy.  I  thank  you,  gentlemen,  for  this  opportunity 
of  appearmg  before  you.  -^ 

STATEMENT  OF  A.  R.  SHXTMWAY,  MILTOIT,  OREG. 

Mr.  Shumway.  I  am  president  of  the  Oregon  Cooperative  Grain 
Orrowers  m  Oregon  md  have  been  since  it  was  organized  two  years 
ago.  1  ana  from  the  State  adjoming  that  from  which  Mr.  Goldsworthy 
comes,  and  the  conditions  he  described  as  existing  in  Washmgton  are 
Identical  to  Oiose  m  Oregon.  I  have  been  in  farming  in  my^ountv 
which^is  the  largest  countv  in  the  State  of  Oregon,  all  my  life-  I  wa« 
born  51  years  ago,  and  I  have  lived  there  ever  since. 

SenAtor  MoNa:ry    What  is  the  extent  of  your  cooperative  growers' 
organization  m  the  State  ?  s       «^o 

Afr.  Shumway.  We  handled  this  year  three  and  a  half  million 
bushels  of  wheat.     We  have  about  3,500  members. 

Senator  McNary.  Are  you  affiliated  with  the  American  Wheat 
(jrrowers  Association  ? 

Mr.  Shumway.  Yes;  I  am  vice  president  of  it. 

Senator  McNary.  Is  your  organization  affiliated  with  it? 

Mr.  Shumway.  Yes. 

Senator  McNary.  Is  it  a  branch  of  it,  or  something  of  that  kind  ? 

Mr.  bHUMWAY.  It  is  a  branch  of  it. 

Senator  McNaky.  It  carries  a  different  name  in  each  State  is 
that  it  ?  ' 

Mr.  Shumway.  Yes;  each  State  takes  its  own  name. 

Senator  McNary.  All  right,  you  may  continue. 

Mr.  Shumway.  Wlien  Mr.  Meyer  and  Mr.  Mondell  made  their  trip 
through  the  West  last  fall,  they  were  entertained  at  Portland  by 
the  city  bankers'  organization.     At  the  close  of  the  meeting   W  L 
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Thompson,  vice  president  of  the  National  Bank,  moved  that  a  com- 
mittee be  appointed,  and  he  was  appointed  chairman  of  the  com- 
mittee. I  attended  the  meeting  and  I  heard  the  report  he  brought 
in,  and  the  report  favored  the  cooperation  if  it  had  some  Government 
sanction,  and  this  we  had  been  discussing  in  our  organization  for  over 
a  year,  because  last  fall  the  principles  of  the  McNary  bill  bringing 
farm  products  up  to  an  equality  in  purchasing  power  to  the  pre-war 
period  had  been  presented  to  us.  We  presented  the  principles  to  the 
committee  and  tney  imanimously  indorsed  them  ana  agreed  to  start 
up  this  Export  Cooperative  League  on  the  same  lines  as  Mr.  Golds- 
worthy  explained  to  you.  Mr.  Thompson  is  the  president  of  the 
exporters. 

Senator  McNary.  You  say  you  have  been  studying  the  principles 
f^         involved  in  bill  No.  2012  for  a  year  and  a  half? 

Mr.  Shumway.  Yes;  we  have  been  doing  that. 

Senator  McNary.  How  did  that  come  about  ?  Who  presented  it 
to  you?  What  was  the  process  of  its  evolution  until  it  reached  the 
stage  of  bill  No.  2012  ? 

Ml'.  Shumway.  There  was  one  of  our  members,  Charles  Howard, 
I  think  his  name  was,  who  was  back  in  Washington  last  fall,  and 
^  somehow  he  got  the  principles  of  this  bill  from  the  office  of  the  Secre- 
tary of  Agriculture,  and  he  also  got  a  pamphlet  written  by  Mr.  Peak, 
of  Illinois,  and  we  discussed  these  principles  in  our  organization,  and 
our  action  in  the  matter  is  shown  in  our  minutes  of  over  a  year 
ago  last  fall;  jon  will  find  by  an  examination  of  those  minutes  that  we 
indorsed  that  in  the  Oregon  Cooperative  Grain  Growers'  Association, 
and  the  principles  were  indorsed  last  fall  by  the  American  Wheat 
Growers,  and  Mr.  Howard  was  instructed  to  see  what  he  could  do 
'  toward  getting  across  the  bill  and  getting  the  bill  introduced,  and 
he  came  to  Washington,  and,  in  conjunction  with  the  Secretary's 
office,  the  bill  was  largely  drafted. 

I  attended  an  annual  convention  of  the  Farmers  Union,  an  organi- 
zation composed  of  nearly  4,000  members  last  December,  and  1  also 
sat  on  the  executive  board  of  the  Farmers  Union,  and  they  indorsed 
this  unanimously.  Out  in  Condon,  which  you  wiU  remember,  Sena- 
▼  tor  McNary,  was  the  largest  county  in  central  Oregon,  the  farmers 
there  heartily  indorsed  the  bill  and  are  in  favor  of  the  principles  of 
the  bill.  Letters  and  telegrams  that  I  am  receiving  constantly  show 
that  they  are  thoroughly  organized  now  in  this  export  commission 
league  which  has  been  described  by  ^Ir.  Goldsworthy, 

Senator  McNary.  How  extensive  is  your  operation  ? 

Mr.  Shumway.  I  have  600  acres  of  farm  land,  1,200  acres  of  pasture, 
«  and  run  200  head  of  cattle  besides  the  wheat.     I  tried  to  (fiversify 

but  I  could  not  do  it  profitably.  I  have  60  acres  of  alfalfa  that  I  feed 
to  the  cattle. 

The  Chairman.  You  work  that? 

Mr.  Shumway.  Yes. 

Senator  McNary.  I  think  it  ha^  been  told  to  us  before  that  the 
States  are  pretty  well  organized  in  principle.  I  heard  this  discussed 
•  ^  in  general  when  I  was  home  this  summer.  I  have  received  indorse- 
ments by  letter  and  by  telegram  from  farm  banks  and  merchants 
recommending  the  passage  of  this  bill. 

Mr.  Shumway.  I  also  nave  received  letters  and  telegrams  indors- 
ing it. 
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STATEMENT   OF   S.    W.    M'CLUIIE,    SALT    LAKE    CITY,   UTAH. 

Mr.  McClure.  On  this  occasion  I  represent  the  National  Wool 
Growers'  Association  and  the  Western  Tariff  Association. 

At  our  annual  convention  of  the  National  Wool  Growers  Associa- 
tion, held  at  Salt  Lake  City,  we  had  800  sheep  men  m  attendance, 
representing  all  of  the  Western  States.  They  passed  a  very  strong 
resolution  which  I  will  present  here,  heartily  indoreing  this  bill. 
Our  State  Wool  Growers'  Association,  the  Idaho  Wool  Growers 
Association,  and  the  Oregon  Wool  Growers'  Association  hkewise 
presented  resolutions  indorsing  this  measure.  I  happen  to  be 
manager  of  the  Western  Tariff  Association,  which  is  an  organization 
recently  brought  into  existence,  having  for  its  purpose  the  main- 
tenance of  the  protective  tariff  on  the  raw  materials  of  the  West, 
principallv  our  farm  products.  As  this  bill  brought  in  the  taritf 
question  and  seemed  to  us  to  offer  the  first  real  solution  of  the 
agricultural  interest  in  the  tariff,  to  the  full  beneht  of  the  tariff,  we 
have  heartilv  indorsed  it  on  account  of  that. 

Senator  IAcNary.  What  action   did   the  woolmen  take   at   tins 

"^Mr.^llcCLUEE.  They  heartily  indorsed  the  McNary  bill,  and  the 
Western  Tariff  Association  likewise  indorses  it.  I  attended  the 
wheat  meeting  at  Pendleton.  We  had  Mr.  Brand,  of  the  Depart- 
ment of  Agriculture,  to  address  us  on  the  wheat  question.  Ihey  got 
hold  of  him  and  asked  the  president  of  the  Oregon  Wool  Growers 
Association  to  have  him  discuss  the  wheat  question  for  us.  before 
we  got  through  there  were  300  wheat  growers  m  there,  and  he  had  a 
most  enthusiastic  meetmg  with  the  wheat  men,  and  the  most  hearty 
indorsement  of  the  McNary  bill  that  ever  I  have  seen  or  known  to 

have  occurred 

I  do  not  know  that  I  have  anything  to  add,  except  to  lend  oru 
hearty  indorsement  to  the  proposal.  ,  j      *-i 

(Thereupon,  at  12.20  o'clock  p.  m.,  the  committee  adjourned  until 
February  13,  1924,  at  10  a.  m.) 
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WEDNESDAY,  FEBBUABY   13,   1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  326,  Senate  Office  Building,  Senator  George  W.  Norris 
presiding. 

Present :  Senator  Norris  (chairman) ,  McNary,  and  Ralston. 

The  Chairman.  We  will  proceed,  gentlemen. 

STATEMENT    OF   MB.    GRAY   SILVER,    AMERICAN   FARM   BU- 
REAU FEDERATION. 

Mr.  Silver.  Mr.  Chairman  and  gentlemen  of  the  committee,  in 
speaking  to  the  McNary  bill,  if  I  may,  I  would  like  to  read  first  a 
resolution  of  the  executive  committee  of  the  American  Farm  Bureau 
Federation,  adopted  at  its  meeting  held  in  January,  1924 : 

Whereas  owing  to  disproportion  of  prices  and  costs  due  to  trade  practices, 
apportioning  of  territory,  unfair  tariffs,  embargoes  and  other  elements  of  high 
cost  factors,  the  American  standard  of  living  is  being  lowered  and  the  dignity 
and  security  of  the  entire  industry  threatened:  Now,  therefore  be  it 

Resolved,  That  in  the  present  emergency  we  urge  a  serious  consideration  of 
Senate  bill  No.  2012  and  House  bill  No.  5563,  companion  bills,  known  as  the 
McNary-Haugen  bill,  offered  as  emergency  relief  measures,  and  we  approve  of 
the  intent  and  purposes  for  relief  of  said  bill,  desiring,  however,  that  the  bill 
be  amended  in  such  way  as  to  be  made  more  useful  in  times  of  emergency  and 
more  available  to  and  in  harmony  with  the  purposes  of  farmers'  cooperative 
marketing  associations. 

And  then,  if  I  may,  I  would  be  glad  to  read  a  statement  handed 
to  me  bv  Mr.  Bernard  M.  Baruch,  one  of  those  with  whom  we  dis- 
cussed this  bill. 

The  Chairman.  All  right. 

Mr.  Silver.  Mr.  Baruch's  statement  is  as  follows : 

Equality  for  agriculture  is  what  the  farmer  is  striving  for.  What  are  the  ine- 
qualities? Other  industries  are  organized  and  farming  is  not.  Therefore,  the 
farmer  buys  in  a  more  or  less  restricted  market  and  sells  in  a  competitive  market. 

The  price  obtained  for  the  surplus  determines  the  price  the  farmer  receives  for 
his  total  product.  The  price  of  American  surplus  wheat  is  made  in  the  Liver- 
pool market,  where  it  comes  in  competition  with  the  wheat  produced  by  the 
cheapest  labor  in  the  world.  But  the  price  of  a  manufactured  article  is  not 
necessarily  determined  by  the  price  the  surplus  brings  because,on  account  of 
Government  protection  and  trade  practices,  the  manufacturer  can  sell  here  all 
the  market  will  absorb  and  sell  or  dump  the  balance  in  the  markets  of  the  world. 

Therefore,  it  is  only  just  to  permit  the  farmer  to  do  what  is  necessary  to  correct 
the  inequalities.  It  should  be  unnecessary  for  him  to  sell  competitively,  and  the 
fixing  of  the  price  of  his  total  production  by  the  surplus  that  comes  in  competi- 
tion with  the  cheapest  labor  of  the  world  should  be  prevented.    How  can  that  be 
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done?  The  provisions  of  the  NcNary  bill  will  do  that.  In  the  beginning,  let  me 
say  that  I  am  not  in  favor  of  all  the  bill  contains,  but  I  do  favor  the  principle  of 
it  which  will  accomplish  the  following: 

It  will  make  cooperative  marketing  mandatory  where  it  is  now  permissible. 
The  price  is  not  to  be  arbitrarily  fixed  by  the  farmer,  but  there  is  a  minimum 
price  below  which  wheat  can  not  be  sold.  This  figure  is  determined  by  a  proper 
relationship  with  all  other  things  on  the  index  list  of  prices  of  the  Department  of 
Labor  creating  a  proper  relation  between  the  results  of  labor  in  agriculture  and 
the  results  of  labor  in  other  industries.    Surely  there  is  nothing  unfair  about  that. 

When  the  necessity  occurs,  the  President  will  declare  a  crisis,  let  us  say,  in 
wheat.  Then  by  mandate  all  selling  of  wheat  will  be  fixed  at  a  minimum  price 
which  will  be  arrived  at  according  to  a  fair  relationship  established  by  scientific 
and  well-known  principles  of  price  ratios  between  wheat  and  other  things.  A 
computation  will  be  made  of  the  probable  surplus  and  of  the  amount  of  money 
necessary  to  take  care  of  that  surplus.  From  the  price  at  which  the  wheat  is 
sold  will  be  subtracted  a  certain  amount,  which  will  be  used  for  the  purpose  of 
buying  the  surplus  wheat  at  the  minimum  price.  From  each  bushel  that  the 
purpose  of  buying  the  surplus  wheat  at  the  minimum  price.  From  each  bushel 
that  the  farmer  sells  he  must  pay  into  the  agency  that  is  established  a  certain 
number  of  cents  a  bushel,  for  which  he  will  receive  a  certificate  of  interest.  All 
the  surplus  wheat  will  be  placed  in  a  surplus-carrying  corporation  which  will 
sell  the  surplus  in  the  markets  of  the  world,  and  return  to  the  farmer  his  pro- 
portionate share  of  the  price  received.  Thus  it  will  be  seen  that  the  farmer 
himself  bears  any  loss  that  may  be  entailed  and  that  it  is  not  a  loss  that  can  faU 
upon  the  Government. 

There  are  some  who  may  read  stern  economic  lectures  concerning  this;  but 
as  soon  as  the  principle  of  the  tariff  and  of  modern  business  is  admitted,  the 
correctness  and  propriety  of  this  organization  must  also  be  acknowledged. 
There  is  no  arbitrary  fixing  of  prices,  but  only  a  price  that  will  create  a  fair  and 
proper  relationship  between  the  labor  engaged  in  agriculture  and  labor  employed 
in  other  industries.  The  farmer  will  take  care  of  the  surplus  and  pocket  the  loss; 
the  consumer  will  meet  only  the  same  condition  that  he  meets  when  paying 
for  the  other  things  necessary  for  his  daily  life,  whether  it  be  rent  or  clothing. 

The  Chairman.  That  is  Bernard  Baruch? 

Mr.  Silver.  Yes. 

The  Chairman.  He  states  in  his  statement  that  there  are  parts  of 
the  bill  he  does  not  approve  of.     Do  you  know  what  parts  they  are  ? 

Mr.  Silver.  I  do  not.  This  is  what  he  handed  to  me  and  is  his 
conclusion.     He  did  not  criticise  the  bill,  however. 

Senator  McNary.  When  did  he  make  tlis  statement? 

Mr.  Silver.  He  handed  the  statement  to  me  this  morning. 

Senator  McNary.  Is  he  here  in  Washington  ? 

Mr.  Silver.  Yes.  He  is  at  the  Shoreham  Hotel.  The  reading  of 
the  resolution  to  which  I  have  referred  shows  that  our  group  approve 
of  the  intent  and  purpose  of  the  bill,  and  the  suggestions  referred  to 
in  the  resolution  are  along  the  following  lines :  They  should  like  very 
much  to  see  the  bill  so  amended  in  the  first  clause  that  it  would  be 
possible,  if  desired  by  the  cooperatives  later  on,  that  they  might  take 
over  the  Government  agency,  and  become,  with  the  Government,  a 
joint  agency  of  the  cooperatives,  and  it  hopes  that  some  such  amend- 
ment might  be  possible. 

Senator  McNary.  You  want  the  cooperatives  to  succeed  the  gov- 
ernmental activities  defined  in  the  bill  ? 

Mr.  Silver.  Yes. 

Senator  McNary.  And  become  a  permanent  organization? 

Mr.  Silver.  Yes.  All  the  cooperatives  are  endeavoring  to  get 
just  what  you  have  so  nicely  provided  for  in  your  bill,  through  a  gov- 
ernmental agency,  but,  under  your  bill,  as  soon  as  the  emergency 
ceases,  then  the  functioning  of  the  Government  ceases,  and  the  idea 
in  the  minds  of  the  cooperatives  is  that  they  would  take  over  this 
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organization  and  use  it  as  their  agency  for  the  cooperatives  generally, 
instead  of  junking  a  good  machine.  Their  idea  is  to  make  this  a 
permanent  organization  through  permanent  legislation. 

The  Chairman.  You  would  have  to  have  some  measure  that  would 
provide,  by  law,  for  the  forcing  of  all  these  people  into  the  organiza- 
tion: otherwise  a  man  would  stay  out  becuse  if  he  stayed  out  he  would 
get  the  benefit  of  the  rise  and  would  not  take  any  of  the  loss. 

Mr.  Silver.  I  realize  that  you  have  to  empower  the  corporation. 
But  the  Government  has  an  agency  through  which  to  exercise  that 
function,  and  our  thought  is  that  it  coidd  be  administered  just  the 
same  by  the  cooperatives  later  on  as  by  the  Government  now. 

The  next  criticism  that  we  have  is  with  respect  to  the  naming  of 
the  board  of  directors.  Originally,  we  think,  there  should  be  at  least 
two  of  the  four  to  be  named  dirt  farmers;  that  is,  we  should  have 
two  dirt  farmers  on  the  board,  and  they  should  be  elected  from  the 
cooperatives  group,  so  they  would  be  in  training  for  functioning  at 
such  times  as  this  idea  matures.  If  this  is  done,  they  would  have 
trained  people  to  go  right  along  with  the  merger,  and  you  would  be 
setting  up  right  there,  instead  of  an  experimental  proposition,  a 
permanent  instrumentality. 

On  the  question  of  ratios,  our  people  are  of  the  opinion  that  the 
ratio  adopted  in  the  bill  is  hardly  a  fair  one.  The  intent  is  all  right, 
but  if  we  take  the  ratio  of  the  average  of  10  pre-war  years  and  find 
the  buying  power  on  the  basis  of  that  time  it  will  not  be  quite  fair, 
because  since  that  time  the  farmers  have  been  increasing  their  in- 
debtedness, as  is  shown  by  the  census,  from  around  eight  billion  to 
twelve  or  thirteen  billion  dollars.  In  addition  to  that  there  is  to  be 
considered  the  equipment  of  the  farm.  During  the  war  period  it  was 
considered  unpatriotic  to  maintain  that  equipment  up  to  the  stand- 
ard, and  since  the  war  the  farmers  have  not  had  tne  money  with 
which  to  maintain  their  equipment  properly,  and  there  are  these 
seven  or  eight  billion  dollars  to  be  considered  during  that  time,  and 
in  addition  to  that  there  has  been  a  shrinkage  of  land  values  esti- 
mated at  25  per  cent,  which  would  bring  the  total  figure  around 
twenty  billion  dollars,  making  the  farms  worth  twenty-five  or  thirty 
biUion  dollars  less  than  what  they  were  during  the  period  when  this 
ratio  is  made  effective.  So  we  think  there  should  be  a  10  or  15  per 
cent  figure  added,  and  we  suggest  that  there  be  added  what  the  tech- 
nical man  would  find  would  oe  a  fair  allowance  for  the  difference  in 
the  position  occupied  by  the  farmer  to-day  and  the  position  occupied 
by  him  before  the  war. 

I  think  these  criticisms  are  all  the  criticisms  we  have  to  make. 
We  suggest  these  amendments  as  constructive  and  helpful,  and  we 
certainly  hope  that  the  bill  will  become  a  law.  That  is  all  we  have 
to  suggest  on  the  question. 

STATEMENT  OF  T.  C.  WINN,  NEPHI,  UTAH. 

Mr.  Winn.  My  name  is  T.  C.  Winn;  address,  Nephi,  Utah.  I 
represent  the  Utah  Wheat  Growers'  League,  which  is  a  division  of 
the  local  Farm  Bureau  in  my  section. 

Utah  produces  between  five  and  six  million  bushels  of  wheat 
annually  and  is  heavily  interested  in  the  production  of  livestock. 
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All  my  interests  are  represented  in  farming.  I  operate  a  dry-land 
wheat  farm  of  about  a  thousand  acres.  The  summer  fallow  method  is 
practiced  m  our  district.  We  harvest  a  crop  only  every  other  year- 
that  IS,  we  must  farm  the  land  two  seasons  to  produce  one  crop  ' 
.u  ^f^A?  ?T  ^^^  opportunity  of  appearing  before  you  in  support  of 
the  McNary-Haugen  bill.  I  have  attended  a  number  of  the  hearings 
l!^ii  i!^r  "  ^  TT^  ^^^^  committee,  and  also  a  number  of  heari^s 
held  before  the  House  committee.  I  think  the  necessity  for  farai 
relief  legislation  has  been  fully  developed,  and  that  it  is  agreed  by 
practically  everyone  that  something  must  be  done  if  our  farmmi 
industry  is  to  be  saved  from  utter  collapse. 

I  believe  the  McNary-Hau^en  bill  is  the  only  bill  ever  introduced 
m  Congress  with  the  definite  idea  of  mcreasing  the  farmer's  price  on 
farm  products  and  suggesting  a  definitely  worked  out  plan  as  to  how 
this  may  be  done  without  Government  price  fixing  and  without  loss 
to  the  liederal  Treasury. 

It  is  definite  and  not  theoretical  in  its  application.  It  is  a  measure 
to  provide  machinery  to  enable  the  farmer  to  take  advantage  of  the 
protective  tariff  laws  on  basic  farm  products  of  which  a  national 
surplus  is  produced,  such  as  wheat,  com,  hogs,  and  livestock;  and  to 
adjust  the  tariff  so  as  to  establish  and  maintain  a  ratio  price  on  such 
products  at  a  purchasing  power  point  equal  to  the  average  enjoyed 
by  such  product  during  the  10-year  pre-war  period  1905  tol914. 

Had  such  a  law  been  in  effect  during  the  year  1923  it  would  have 
increased  the  price  received  by  the  farmer  for  his  products  approxi- 
mately as  follows :  ^  t- r 

Wheat bushel..  $0.  60 

HncS do..._      .  16 

CaUle' per  hundredweight..     3.83 

sheep~:::::::::::;:::::::::::::::::::::::::::::::::::;::t:::  V^ 

The  operation  of  such  a  law  would  be  general.     It  would  affect 
every  bushel  of  wheat,  every  ear  of  corn,  and  every  head  of  hogs 
cattle,  and  sheep  in  every  part  of  the  United  States  exactly  in  the 
same  way,  no  matter  where  located.     It  would  mean  an  increased 
return  to  the  American  fanner  of  more  than  a  billion  dollars  annually 

Under  the  operation  of  such  a  law,  with  the  ratio  price  fixed  the 
farmer  would  be  able  to  sit  down  with  his  family  and  figure  out  with 
a  fair  degree  of  accuracy  just  what  it  would  mean  to  him  individually 
Hope  would  again  be  revived  and  contentment  again  replace  the 
feehng  of  discouragement  and  despair  now  gradually  settfincr  down 
upon  our  farming  communities.  ^ 

We  must  have  positive  relief  if  the  situation  is  to  be  saved.  We 
have  passed  the  point  where  theory  may  be  longer  experimented 
with,  without  grave  danger  of  sacrificing  our  agricultural  independ- 
ence, and  dragging  down  with  out  agricultural  collapse  a  great  part 
of  our  banking  and  other  industrial  interests. 

I  appreciate  the  sincerity  of  the  members  of  this  committee  in  their 
expressed  desire  to  support  such  legislation  as  will  give  most  reason- 
able promise  of  relief  to  the  farmer.  I  believe  the  McNary-Haugen 
""1  would  be  most  effective  in  its  beneficial  results,  and  would 
probablv  meet  less  opposition  on  its  way  to  passage  than  other 
splendid  measures  that  are  before  the  committee. 
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I  note,  however,  that  there  appears  to  be  a  doubt  in  the  minds  of 
some  as  to  whether  or  not  the  McNary-Haugen  bill  if  enacted  into 
law  will  be  workable,  and  if  workable,  whether  the  cost  of  its  admin- 
istration may  not  be  so  great  as  to  seriously  impair,  if  not  altogether 
destroy,  the  object  sought  to  be  attained — that  of  increased  price  to 
the  farmer  for  his  product — and  if  actually  put  into  effect,  would  it 
result  in  such  an  increased  production  of  the  commodity  affected  as 
to  make  it  impossible  to  dispose  of  the  surplus,  and  would  this 
eventually  react  to  the  detriment  of  the  grower  and  leave  him  in  the 
end  in  a  worse  condition  than  he  now  is,  and  would  putting  such  a 
law  into  effect  so  increase  the  cost  of  living  as  to  start  a  cycle  of 
increases  in  the  prices  of  other  commodities  that  would  offset  the 
farmer's  benefit  under  the  law  and  leave  him  in  the  end  iii  the  same 
relative  position  as  when  he  started. 

Friends  of  the  bill — those  who  have  given  it  most  careful  study — 
see  no  reason  for  alarm  in  these  seeming  possibilities,  but  at  the  same 
time  realize  that  they  are  questions  that  must  be  met,  and  that  at 
least  some  reasonable  explanations  must  be  made. 

I  would  not  presume  to  imagine  that  the  suggestions  I  may  make 
will  point  the  only  way  of  ironing  out  these  difficulties  if  the  bill  is 
passed.  Much  simpler  ideas  and  better  methods  will  undoubtedly  be 
developed  in  the  actual  administration  of  the  law,  but  if  I  am  able, 
with  my  limited  ability,  to  advance  suggestions  that  will  help  the 
committee  to  determine  that  administration  of  such  a  law  is  rea- 
sonably possible,  in  such  a  way  as  to  preserve  to  the  grower  the 
benefits  and  relief  sought,  and  which  under  the  intention  of  the  bill 
should  accrue  to  him,  without  danger  of  creating  serious  disturbance 
in  any  other  line  of  industry,  I  should  urge  that  as  sufficient  justifica- 
tion for  favorable  committee  action. 

As  to  the  workability  of  the  bill:  Taking  first  the  question  of  scrip 
to  be  issued  to  the  grower,  the  proceeds  from  the  sale  of  which  will 
provide  the  equahzation  fund  to  pay  the  expenses  of  operation  of  the 
proposed  corporation,  and  the  losses  sustained  in  marketing  the  surplus 
product  abroad ;  without  readinjg  into  the  record  again  the  provisions 
of  the  bill  before  you,  I  direct  your  attention  to  section  304,  which 
provides  the  manner  in  which  the  scrip  shall  be  prepared,  made 
available  and  distributed,  and  to  section  305  which  designates  the 
purpose  for  which  the  money  obtained  from  the  sale  of  the  scrip 
may  be  used,  and  that  if  any  remains  after  paying  the  expenses  and 
losses  of  the  corporation,  it  shall  be  distributed  back  to  tne  powers 
in  the  shape  of  a  prorated  dividend,  each  grower  to  receive  his  part 
of  the  dividend  by  simply  presenting  his  scrip  at  his  nearest  post 
office. 

In  providing,  distributing,  selling,  and  redeeming  this  scrip  no  new 
agencies  are  set  up,  only  a  nominal  expense  is  incurred,  and  the  only 
accounting  to  be  done  is  between  the  corporation  and  the  postal 
department.  Surely  no  other  method  could  be  devised  that  would  be 
simpler  or  less  expensive. 

In  section  303  we  have  definite  instructions  as  to  how  the  scrip 
shall  come  into  the  hands  of  the  grower,  and  again  no  new  agencies 
are  set  up;  no  expense  incurred,  and  no  accounting  or  auditing 
necessitated. 

The  obligation  to  tender  and  accept  scrip  as  part  payment  for  the 
product  up  to  the  amount  required  as  an  equalization  fee,  is  made 
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Xqtte  Lr^^  tuiched  ?nTse*o'„ir'"«T  -"-'  -^  an 
do  so,  ancf  as  the  grower  at  IfiBtf;.  •  ^  ^'^•'*  ,"■■  '■«^"sal  of  either  to 
plan,  and  since  its  ^c^s  den«^  .'nterested  in  the  success  of  th^ 
equalization  fund,  ft  SiJrSat^'wm  I  "P^?  ^«  '"«'**^°  "^  the 
comphance  with  this  reouirem«nf  Xf  f  J^H^ ''^ '"'^"««d  '»  try  to  avoid 
the  risk,  not  only  of  helSgToXeit  Jhe'nn  ^"'^  ^"^f*  ^m^^it 
Jt,  ^Tl"^  '"™««'^  liable  toVrosecutiontf^P"^^  t  **"«  'a^'  but  of 
tunes  the  amount  he  coul/ nSit  '  ■'t  T'*'^**  ^o^t  him  many 
remurement.  "^"'"^  P°««'%  gam  by  having  avoided  the 

Objection  has  been  raisA^  t«  *u  • 

equalization  fee  on  deals  made  strictlvrr™""'.  ''^  P^^™*"*  of  this 
pating  changes  that  will  bemade  in  thi  l^^i^^  ^i^rmers.    In  antici- 
reqmrement  will  be  elimfn^ted    iftt^}'  ^  ^*^«  "^^^med  that  this 
onTy  be  required  on  proSactnaH^  that  payment  of  the  fee  wiH 
"  enten^  commerce'^'  to  be  so  dSL!?^'T  '\<>'^^^^<^^-     The  teTm 
for  a  difference  of  opinion  a^  to  w£if  Z  '°.  ^^"^^  "'^  opportunity 
that  It  mclude  only  such  product^  llf/°''  ™/  suggestion  being 
grower  to  the  poss'ession  of  a  deaW^Tn    ^''''?  **»«  ownership  of  thi 
commercial  tra'de.     This  poi^t  in  the  ^-^^IT^  '*?«  ^^^  '•««ale  in 
termined  to  be  at  the  iW  iS.        f^®  ***  hvestock  might  be  de- 
market  to  be  slaughtere/rft  Sht  't^T""^ u^'^'^^y  ^''ters  the 
the  corporation  to^fix  it  at  suchTC'  no^*^  ?^'th  safety,  be  left  to 
of  the  faw  nught  be  found  better  adlnt^Tf  **  '°  *>^  administration 
intent  and  purpose  of  the  bUl         ^^^P^^  to  carrying  into  effect  the 

manif^^^SSr^^^^^^^^  drr/ira**'>'«  ?r^"-  ^*  -uW  be 
any  product  t'hat  would  become  avaHahll*^*"**'^  *'^*''*  amount  of 
of  the  year  as  suiplus  for  for™m  sWnminf^"^iu^  ^^^  ?'^«°  month 
velop  gradually  thi-oughout  th«^<.l  ^T"*-     ^^^  ^uTlus  must  de- 
woufd^e  impracticKde  igiat^m  ^In"  *  k"**"^*'  ^^V,  so  that  it 
uct  must  be  purchased  by  tie  coroo^ftT^n*'*  ^r  '""*''>  "^  the  prod- 
as  now  contemplated  in  the  bUr^Th^-  °    «ach  month  of  the  year 
have  anticipated  wiU  be  maH«  ^     r/       ^  "^  *°^*'i«'"  "^  the  changes  T 
simplest  w^y  to  dXmin^twi  suiiCTnd'  T.^^^'  **»«  logicaf  and 
tarn  the  established  ratio  price  wa[?,e"?'*?d**  ^^'^  same  time  main- 
all  surplus,  both  potential  and  real  t    ^  ««T>orat.on  to  purchase 
terminal  markets,  or  at  such  ^etfl^mLf    •  fPP^ars  on  the  various 
by  the  corporation.  settlement  pomta  as  may  be  designated 

buy:«T  eal'  oTthl^tefS  itrklt*'  ''T"'*"-  ^'  maintain 
ment  points  as  may  be  prov  S  for  Sb  f  "f  *^?"''^  "'^i^r  settle- 
ratio  pnce  such  of  the  producte  comint     '^«t™«tions  to  buy  at  the 
appearing  at  the  market^  b  It  Sho^'^r  1'  ^"^^  «^  the  biU 
or  above  the  ratio  price      As  loni  *  T^*'''  V  ^^^^  '•«g"Jar  trade  at 
thenroductoffered  at  any  markefat  nr  .V^Kl""  *"''**«  ''ailed  for  al 
market,  there  would  be  no^umlus  th/rw°?  ^^^  '"**•*'  P"«e  at  such 
quently  no  occasion  for  the  cTmorSL"  t  ^f**""  ?"'''  °^  *°d  conse- 
that  market;  but  whenever  «  ,3^^**^  to  function  as  a  buyer  in 
trade  failed  'to  ab™  aTofferiSfr  ^"^*'1''P''4  ^here  the  re^lar 
"  %"o;tfci  i^  -a&iettirSr ""  """'^  ^":?^he 
co/orrrZld"    i^^  Z^  t7:eTti^  ■'^^'J]^  P^?^^^'«  ^'^at  the 
out  of  the  country  w.^hout^  dfn'  e^o^f  fZ.^f'.^ltt£Z^ 
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so  that  as  a  matter  of  sound  business  policy  and  orderly  marketing 
it  would  distribute  its  export  sales  over  and  throughout  the  various 
months  of  the  year  in  such  quantities  as  the  estimated  surplus  would 
justify,  always  holding  bacK  a  sufficient  margin  to  safely  protect 
domestic  needs  and  reselling  same  in  the  domestic  market  whenever 
necessary  to  prevent  a  shortage  occurring. 

As  to  exporting  the  surplus :  In  the  case  of  wheat  no  difficulty  would 
be  encountered,  in  my  opinion,  in  the  exporting  of  the  surplus,  as 
wheat  in  its  raw  condition  is  more  easily  and  readily  exported  than 
as  processed  or  manufactured  product.  Undoubtedly,  however,  the 
policy  of  the  corporation  whenever  possible  would  be  to  permit  the 
mills  to  convert  the  wheat  into  flour  and  other  mill  products,  so  as 
to  employ  American  labor  and  machinery  as  fully  as  possible  and 
before  any  wheat  were  exported,  as  wheat,  it  would  probably  be 
offered  to  the  mills  at  the  price  it  would  bring  if  sold  direct  for  export, 
and  if  a  deal  were  consumated  it  would  be  turned  over  to  the  mdl  in 
bond  to  be  milled  and  shipped  to  foreign  markets.  It  would  not  be 
necessary  for  the  corporation  to  handle  any  of  the  processed  prod- 
ucts of  wheat,  and  it  would  probably  not  attempt  to  do  so  unless  it 
could  be  done  in  such  a  way  as  to  reflect  an  advantage  back  to  thei 
grower.  .; 

Exporting  of  the  livestock  surplus:  Exporting  of  the  livestock  sur- 
plus might  be  done  in  practically  the  same  way,  except  that  in  the 
case  of  livestock  arrangements  would  need  to  be  made  with  the 

E ackers,  either  to  process  that  part  of  the  surplus  which  could  not 
e  moved  promptly  in  export  as  Hvestock  and  store  the  product 
until  such  time  as  it  were  disposed  of  by  the  corporation  or  to  pur- 
chase same  outright  and  process  and  hold  it  in  bond  for  export  until 
disposed  of  in  that  way,  none  of  it  to  be  turned  back  onto  the  domestic 
market  except  by  arrangement  with  and  permission  of  the  corpora- 
tion at  such  times  as  it  were  found  an  excess  amount  had  been  with- 
drawn which  threatened  a  domestic  shortage  of  some  portion  of  th<» 
processed  product. 

It  would  not  be  important  that  the  exact  proportions  of  the  finished 
product  representing  the  slaughtered  animal  be  exported  as  long  as 
the  same  amount  of  pounds  of  some  part  or  parts  of  the  animal  were 
shipped  out,  the  result  would  be  the  same.  And  this  would  admit  of 
exporting  the  surplus  in  whatever  form  it  appeared,  whether  as  lard, 
bacon,  liams,  or  any  other  portion  of  the  finished  product. 

As  a  last  resort,  if  no  satisfactory  arrangement  could  be  made  with 
packers,  either  to  process  and  store  the  livestock  products  for  the 
cooporation,  or  to  purchase  same  outright  for  export  as  suggested, 
unless  some  other  way  were  developed,  the  corporation  would  be  under 
the  necessity  of  providing  its  own  processing  facilities.  This  might 
be  of  advantage  to  the  producer,  but  would,  I  think,  be  very  unK)r- 
tunate  for  the  packers,  since  such  an  organization  operated,  by  the 
corporation  would  unavoidably  become  an  active  competitor  for  a 
considerable  share  of  the  domestic  trade,  and  would  to  a  certain  ex- 
tent, at  least,  monopolize  the  foreign  markets  in  which  the  packers 
now  find  an  outlet  K)r  their  cheaper  cuts  and  other  stocks  wnich  do 
not  move  readily  in  domestic  channels. 

The  Chairman.  Let  me  ask  you  about  that.  You  have  assumed 
in  that  illustration  that  this  corporation  has  bought  the  hog  and 
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U^tnur'^'-^"  '''^  P*"''"'"  ""'^  th^  P^^l^^'  '^•'le'l  the  hog  and  rendered 
ri»rt  /  fw  f  lu"^^''™P""«"'  ?»••*«•  The  packer,  buying  in  the  same 
market  that  the  Government  buyer  is  in    buvs  Vnn..<rlf  t!^  t^  T- 

machinery  going  all  the  time;  y^ would  nTalwayf  be  inXSf 
It  strikes  me,  to  make  that  kind  of  a  de4.1  wi  h  t^  GoyernmeSt' 

wi'L;%lVu*t  ofTif;t\rdTnir^i}'^-«  '^  •-  ^'^^  •-  ^^^^ 

.|ay^re  p^o- d:3t^^^^^^^^^^^^^^  ^^^ere  packers 

uJ}T  ^^^.^A**-,  in  order  to  carry  out  that  plan,  you  \vould  haye  t.> 
m„nf  fi^P?!.'^"'^  Pb"*^  ""''  in  that  you  woulS  on^y  prep^i  for  shi^ 
mentthe  things  this  buyer  representing  the  corporaSToidd  bu? 

marSwerdo'::;'''^  r  r'*^"«-  ^ou  wouW^not  buy  unli  t^e 
Ir.!f^     ^ent  dow-n      Sometimes  you  would  have  enouc^h  to  run  voiir 

Sw  AP'*"*  *"**  ''  r"^^  ^^  i^le  at  other  times     Such  a  pacK 

oXperatT""*'"''  ""'■''  P*''  "'  ^''^  '•■"«'  -""^  not  be^ec'^nom^ 

be^iiilSftoi*^te^*  **"*'  ^"**'"''  ^»^  *^*t  the  packers  would 
o^^T^thoK  w,  *h"r™™"*  *"  *'*=*"*'"^  '""I''  *  Pl^t  °f  their 

so^  SkttkrcSrUT^  ^p';;^!™^  --"•  '^^  -^^  with 

™..,r*?  '^^^  ^^^^  '**!"''«•    They  would^not  know  in  advShow 

you  would  have  to  reship  to  Chicago  where  vouwnn^f  i^^         1°' 
product  or  ship  from  bXo  back  tlchk^o  o^^rp  tolfSV* 

;relrhe^;rf^g^^  ^^"'  ^^  ^y  ^^'  time^Cw^oStS^a 
p»aJ;ta^^an«L^^^^^^^^^  ^ 

YoK^To'^er^poinrr''  "**'''"*  >'""'•  P**^'^^^  P^-^  ^^  New 
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Mr.  Winn.  New  York,  Baltimore,  or  some  point  where  the  freight 
could  be  kept  as  low  as  possible  and  where  the  product  would  always 
be  on  the  way  to  market. 

The  Chairman.  If  you  had  it  in  your  power  and  were  going  to 
establish  that  kind  of  a  plant,  what  kind  of  an  idea  woidd  you  have 
J.  as  to  the  size?  You  would  have  to  be  prepared  to  handle  hogs, 
sheep,  and  cattle,  at  least,  would  you  not? 

Mr.  Winn.  Yes;  I  think  there  would  be  a  possibility  of  the  cor- 

F oration  having  to  provide  for  the  packing  of  these  products,  although- 
think  it  very  unlikely  that  that  would  occur  because  there  would  he 
a  distinct  advantage  to  the  packer  in  taking  over  the  products,  and 
under  the  plan  suggested  here  any  possible  surplus  could  be  handled 
,-  by  them  as  a  part  of  their  domestic  supplies,  while  if  it  were  required 

*>  \  ^o<  to  be  taken  over  by  the  corporation  then  the  corporation  must 
necessarily  turn  that  back  onto  the  market  of  supplies  required  for 
domestic  use  at  the  prices  that  the  packers  are  selling  for  which  would 
include  a  profit. 

The  Chairman.  Let  us  take  that  dilemma :  You  are  in  Chicago  and 

you  represent  this  corporation  named  in  the  bill,  and  you  bought 

100  hogs  to-day  and  you  go  to  Swift  &  Co.  and  you  say,  ''  I  want  you 

^       to  take  these  100  hogs  and  butcher  them  and  store  them  in  your  plant 

until  I  can  ship  them.  ^'     What  would  be  the  process  ? 

Mr.  Winn.  What  would  be  the  process? 

The  Chairman.  That  same  day  Swift  &  Co.  would  kill  1,000  hogs 

in  their  own  business.     Would  it  be  a  practical  proposition  to  take 

the  hundred  hogs  that  you  bought  and  keep  them  separate  all  the 

way  through  that  process  so  that  you  would  know  how  much  lard 

fl         came  out  of  the  hundred? 

Mr.  Winn.  It  would  not  seem  to  me  that  that  would  be  necessary. 
The  Chairman.  Why  do  you  say  that? 

Mr.  Winn.  Different  types  of  hog  render  about  the  same  per  cent. 

The  Chairman.  You  say,  for  instance,  here  are  100  hogs.     How 

much  lard  would  that  be,  how  many  pounds  of  ham  and  shoulder, 

and  how  niuch  hair,  and  all  the  other  things  that  would  go  into  it  ? 

f|[         When  coming  to  make  that  figure  Swift  &  Co.  would  always  get  the 

best  of  that  bargain,  and  you  would  be  helpless.     Is  not  that  so  ? 

Mr.  Winn.  I  think  that  by  proper  inspection  probably  that  could 
be  avoided. 

The  Chairman.  That  might  be,  but  it  seems  to  me  that  is  one  of 
the  great  difficulties  which  we  are  concerned  with. 

Mr.  Winn.  Personally,  I  think  there  would  be  no  difficulty  there 
^         because  it  would  be  to   the  advantage  of  the  packers   always  to 
process  this  stuff. 

The  Chairman.  Yes,  but  it  is  to  their  advantage  also  to  make  as 
nauch  out  of  it  as  they  can,  and  it  is  considerably  a  mixed-up  propo- 
^(  sition,  mixing  it  up  with  their  own  property,  and  you  would  not  be 

able  to  process  it  if  you  did  not  do  that,  and  they  would  know  that 
they  have  1,000  porkers  there  and  they  had  bought  enough  them- 
\  .  ^         selves  to  keep  their  machinery  going,  I  can  see  how  there  might  be 

'^        *  considerable  competition  among  them  and  you  might  possibly  get  a 

good  bargain,  but  now  they  are  only  four  or  five  of  them  and  the 
way  they  are  getting  on  there  will  soon  be  only  one  and  your  compe- 
tition will  be  destroyed. 
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opening  for  someone   else  "uwuess  mat  would  leave  an 

you  must  not  only  have  in  mind  biT^nrenouahirifi'.  f^  *^*>  '^ 

Mr.  Winn.  That  is  true  to  a  PArfain  «^f««*   u  ^  vT    .»V    f^^^j- 
it  fn'that  wty        '°''"'"  ^'"  '^'"'^  '^*'  '*  "'"  ^«  P°««We  to  hand! 

the'^dfffi'S^t^r  %u7l,l3Ts?x'ZnTJhr/  *  r^  --^  °' 

"rd;?JnTt;:t!.t2pr^^ 

:&oia  S^iraS^f^^^^ 

m  the  purchasing  power  of  his  oroduPt   Tw  •     I        ^  ^^^  ^^°*®^ 

eiiect  on  the  amount  to  be  retnrnArl  tn  ih^  ir^Ai^:^     i  V         very  iiiwe 
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increase  in  the  production  of  any  farm  product  coming  under  the 
terms  of  the  bill  would  tend  to  diminish  the  price  paid  to  the  grower. 
This  would  act  as  an  equalizing  factor  in  times  oi  increased  produc- 
tion through  favorable  climatic  or  other  seasonal  conditions  where 
the  volume  of  the  crop  has  been  materially  increased  without  a  mate- 
rial increase  in  acreage,  as  I  understand  was  the  condition  in  1915, 
and  would  tend  to  emphasize  the  importance  of  avoiding  an  excessive 
increase  in  acreage  by  bringing  forcibly  to  the  attention  of  the  grower 
the  result  of  increased  production  in  the  shape  of  the  reduced  price 
he  would  receive. 

The  reduction  in  net  price  to  the  farmer  caused  by  increased 
production  does  not,  however,  accrue  as  rapidly  as  members  of  the 
committee  who  may  not  have  taken  time  to  figure  it  out,  might 
perhaps  be  inclined  to  suppose.  It  will  admit  of  a  considerably 
increased  production  without  seriously  effecting  the  return  to  the 
farmer. 

Taking  wheat  again  as  an  example: 

Assuming  our  starting  point  to  be  a  750,000,000  bushel  crop, 
150,000,000  bushels  of  which  is  exportable  surplus,  the  ratio  price 
being  50  points  per  bushel  above  the  export  or  world's  price,  and  the 
*  equfuization  fee  as  finally  determined,  amounting  to  10  points  per 
bushel,  the  return  to  the  farmer  would  be  increased  40  points  per 
bushel  on  the  same  ratio,  when  oui»  crop  reached  800,000,000  bushels, 
the  equalization  fee  would  be  12i  points,  at  900,000,000,  16§  points; 
and  at  a  thousand  million,  20  points;  so  that  an  increase  of  25  per 
cent  in  our  production,  other  factors  remaining  the  same,  would  result 
in  a  decrease  of  only  7 J  points  per  bushel  to  the  fanner. 
(I  This  would  assume  that  our  consumption  had  remained  stationery; 

that  all  the  increase  in  production  haa  been  added  to  our  exportable 
surplus,  and  that  the  relative  world  price  had  not  changed. 

I  think  it  very  unlikely  that  such  an  increase  would  take  place 
within  a  very  long  period  of  time,  and  certainly  not  within  the 
10-year  period  covered  by  the  McNary-Haugen  bill,  as  no  special 
inducement  is  offered  under  the  bill  to  the  farmer  to  produce  wheat 
y  at  the  expense  of  other  crops.  The  relative  position  of  other  basic 
crop  prices  as  compare  with  the  price  of  wheat,  are  improved  under 
the  operation  of  the  bill,  so  that  there  could  be  no  reason  for  farmers 
now  raising  other  basic  crops  to  change  from  them  and  devote  their 
farms  exclusively  to  the  growing  of  wheat.  And  unless  this  were 
done,  the  only  sources  of  increased  wheat  production,  would  be  the 
shift  from  nonbasic  crops  to  wheat,  and  new  wheat  producing  lands 
0         that  might  be  developed  in  small  areas  of  now  undeveloped  territory. 

A  shut  from  nonbasic  crops — that  is,  crops  of  which  there  is  no 
national  surplus  now  produced — would  have  the  effect  of  causing  a 
shortage  in  the  shifted  crop  and  imdoubtedly  increased  prices  of 
same  would  follow,  and  the  farmer  himseK,  being  the  largest  consumer 
of  such  crop,  would  naturally  suffer  in  consequence  and  as  a  matter 
of  self-interest  would  shift  back  and  bring  about  an  equalization  of 
the  production  at  very  near  if  not  quite  the  same  relative  point  at 
whicn  the  shift  commenced. 

The  production  from  new  land  brought  into  cultivation  through 
the  natural  development  of  the  coimtry  would  not  need  to  be  con- 
sidered as  of  much  consequence  as  the  period  is  too  short  to  admit  of 
any  extended  development 
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wn^U  -^^^^^g  ^""^  ^^^  sake  of  argument  that  operation  of  the  biU 
Z^rn^J?"^^  way  not  now  anticipated,  cause  a  material  increase 
ZFZli  ""'  ^^^  '*  "^^''^  ^^^^  necessary  in  the  interest  of  pubhc 
ixarmony    or  otherwise,  to  maintain  the  relative  purchasing  power 

fh.ff''''^  .^J'''^''''^^  ?^  ^'  ^^^  ^^^  P«"it  at  ^l^ich  we  started, 
that  is  about  50  pomts  above  the  export  price,  this  being  necessary 
^maintain  the  standard  of  living  of  the  imerican  producer  in  li^I 

]IJ In  «li '  r^^'"'"'^  T^""^^"^  ^y  ^^^^^  ^^^^«^^'  «^iS^t  it  not  be  possible 
ir\n^  ?  ^K  t^^^atio  price  as  to  absorb  the  difference  and  leave  the 
?f  ?L  K        ^e^eiyed  by  the  farmer  in  the  same  relative  position  as 

reached  loZn'lfLr)^^^  f ""^.t  ^°  adjustment,  when  our  production 
reached  800  000,000  bushels  the  ratio  price  would  be  53  instead  of 

^ln^.1-  ^^^1^^^  "^"^4^^  market  or  export  price;  at  900,000,000 
bushels  this  would  have  mcreased  to  60  points;  and  at  1,000,000  000 
:L  K  F^^^i?;.  ^^'^  adjustment  feature  might  also  be  employed  to 
absorb  the  difference  m  the  world's  market  price  in  case  our  increased 
production  and  consequent  greater  exportable  surplus  should  have 
a  depressing  effect  on  same.  r-  r 

Justification  of  the  necessary  increase  in  the  ratio  price  in  either  case 
nught  be  found,  m  part  at  least,  in  the  fact  that  the  aU-commodities 
list  on  which  the  present  ratio  price  is  based  does  not  include  all 
the  commodities  which  enter  into  the  increased  cost  of  agricultm-al 
production,  it  bemg  already  noted  that  at  least  two  very  important 
Items  are  missmg  from  the  list— the  item  of  labor,  as  labor,  and  the 
Item  of  farm  maclimery--either  of  which,  if  included,  would  effect  the 
ratio  pnce  m  favor  of  the  fanner. 

Increased  cost  of  living:  Touching  the  question  of  the  probable 
increase  m  tiie  cost  of  living:  Establishing  a  ratio  price  on  basic 
food  commodities  above  its  normal  level  will  naturaUy  tend  to  in- 
crease the  cost  of  Hving,  unless  the  spread  between  the  producer  and 
the  consumer  can  be  reduced,  which  is  not  attempted  in  this  bill, 
and  we  must  not  therefore  attempt  to  dodge  the  question.  We  admit 
there  will  be  some  mcrease,  but  maintain  it  should  not  be  so  great 
as  to  cause  disturbance  in  any  other  industry,  as  those  called  upon 
to  bear  the  greater  part  of  such  increase  are  the  ones  most  directly 
benefited  by  the  provisions  of  the  bill.  The  farmers  themselves, 
representing  a  third  or  more  of  the  population,  would  inevitably 
bear  their  share,  and  next  to  the  farmer  in  importance  would  come 
the  laborer.  The  farmer  would  make  no  complaint.  Where  would 
labor  stand  ? 

Under  the  present  unfavorable  rural  conditions  and  unprofitable 
farm  labor,  hundreds  of  thousands  of  men  are  flocking  from  the 
farm  to  the  city  m  the  hope  of  bettering  their  condition.  If  this  is 
to  contmue,  which  under  a  continuation  of  present  farm  conditions 
IS  inevitable,  there  can  be  but  one  eventual  result,  a  disturbance  of 
industrial  conditions;  a  conflict  between  organized  labor,  tryintr  to 
maintain  its  present  high  standard,  and  unemployed  hordes  wto  fave 
come  in  from  the  farming  districts,  hungry  and  discouraged,  and 
willing  to  work  at  a  considerably  less  wage  than  must  necessarily  be 
paid  to  maintain  the  union  standards.  Hungry  men  chafing  under 
the  conviction  that  they  have  been  or  are  being  unfairly  treated 
by  their  Government,  which  has  afforded  protection  to  one  class  and 
domed  it  to  the  other,  would  soon  become  a  serious  menace  not  only 
to  organized  labor,  but  to  the  entire  economic  and  pohtical  fabric  of 
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the  community  in  which  they  find  themselves.  ''A  house  divided 
against  itself  can  not  stand."  If  in  this  land  of  boasted  "  equal  nghts 
to  all  and  especial  privileges  to  none"  the  great  farming  element  is 
to  be  separated  from  other  classes  of  citizenship  and  put  in  a  class 
by  itself;  if  under  the  operation  of  our  laws,  the  farmer  is  to  be  made 
the  ''goat";  if  other  interests  are  to  be  fostered  and  protected  at  the 
expense  of  the  farmer  while  his  interests  are  despised  and  neglected ; 
if  he  is  to  be  forced  into  bankruptcy  or,  what  is  worse,  into  a  condition 
of  peasantry  or  semislavery;  if  his  properties  are  to  be  confiscated 
under  a  system  of  direct  and  indirect  taxation  to  such  an  extent  as 
to  make  of  him  an  object  of  public  charity,  then  indeed  has  our 
statesmanship  failed. 

Putting  the  McNary-Haugen  bill  into  effect  would,  in  my  opmion, 
not  oidy  put  a  stop  to  the  migration  of  labor  from  the  farm  to  the 
city,  but  would  result  in  restoring  the  purchasing  power  of  the  farmer, 
which  would  immediately  be  reflected  at  the  industrial  centers  in 
increased  orders  for  manufactured  products  the  farmer  has  to  buy, 
necessitating  the  employment  by  the  manufacturer  of  additional 
labor  to  supply  such  products,  and  of  other  additional  labor  by 
transportation  companies  to  carry  the  raw  material  to  the  factory 
and  tne  manufactured  product  back  to  the  communities.  It  would 
be  reflected  in  the  fuel-producing  sections  in  a  call  for  additional 
fuel  that  would  be  needed  by  transportation  and  manufacturing 
concerns  to  take  care  of  their  increased  business,  thus  creating 
more  employment  for  labor  in  all  the  industries,  and  generally 
improving  labor  and  industrial  conditions,  so  that  labor  should  not 
object  to  payino:  its  portion  of  the  very  insignificant  increase  in 
Uvmg  costs,  especially  when  we  remember  that  after  the  farmer  has 
been  advanced  to  a  parity  with  the  all-commodities  list  which  forms 
the  basis  for  estabHshing  the  ratio  price  sought  to  be  put  into  effect 
with  respect  to  his  products,  labor  will  still  occupy  a  position  and 
purchasing  power  relatively  very  much  higher  than  the  farmer. 

There  may  be  other  ways  than  those  suggested  in  the  McNary- 
Haugen  bill  of  restoring  the  parity  between  the  farmer  and  other 
interests  of  the  country.  We  recognize  that  it  might  be  done  by 
leveling  other  interests  down  to  the  plane  on  which  the  farnaer 
stands,  by  putting  American  labor  and  industry  in  competition  with 
the  world  markets  in  the  same  way  the  farmer  under  present  condi- 
tions is  required  to  compete  in  the  world  markets  with  his  product, 
and  that  this  might  perhaps  be  accomplished  by  a  readjustment  of 
the  tariff  and  other  laws  that  now  sustain  other  industries  on  a  level 
far  above  the  position  of  agriculture.  We  may  agree  that  under 
some  conditions  this  might  be  the  logical  and  wise  thing  to  do,  but 
is  it  either  a  logical  or  wise  thing  to  suggest  under  present  conditions  ? 
It  would  involve  a  process  of  leveling  down  instead  of  building  up. 
Would  it  not  be  much  better  under  existing  conditions  if  it  can  be 
done  to  elevate  the  farmer  up  to  the  plane  on  which  other  industries 
are  resting  than  to  attempt  at  this  time  to  level  other  industries 
down  to  the  plane  on  which  the  farmer  stands? 

During  the  period  of  inflated  prices  through  which  our  country  has 
recently  passed  our  public  debt,  including  National,  State,  and 
municipal  indebtedness,  has  increased,  I  am  told,  to  more  than  a 
hundred  billion  dollars.  Leveling  industry  and  labor  down  to  the 
plane  on  which  the  farmer  stands  by  removing  the  protection  they 
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nioy,  and  thereby  deflating  the  industrial  dollar  to  the  purchas- 
ing and  debt-paying  power  of  the  farmer's  money,  would,  it  seems  to 
me,  have  the  effect  of  practically  doubling  this  enormous  public  debt. 
Ihis  would  appear  to  be  a  very  unwise  thing  to  do  at  a  time  when  our 
country  is  groanmg  under  an  almost  unbearable  load  of  taxation, 
when  on  the  other  hand,  increasing  the  purchasing  power  or  debt-pay- 
mg  ability  of  the  farmer's  dollar  to  a  parity  with  the  industrial  dollar, 
as  contemplated  m  the  McNary-Haugen  bill,  will  have  the  effect  of 
decreasing  the  pubhc  debt  by  just  the  per  cent  the  difference  now  is 
between  these  two  units. 

Just  now  there  is  a  great  agitation  over  the  question  of  taxation. 
Uur  taxing  law  is  to  be  revised  and  our  tajces  lowered.  Theoretically 
this  reduction  of  the  rich  man's  taxes  is  in  some  way  to  be  reflected  in 
a  lightened  burden  for  the  farmer.  Much  of  the  legislation  passed 
during  recent  years  has  been  supported  on  the  ''theory"  that  it 
would  help  agricultural  conditions,  but  agricultural  conditions  have 
grown  steadily  worse,  until  the  distress  of  the  farmer  is  being  vividly 
reflected  m  other  industries  dependent  upon  the  farmer  for  their 
^ccess.  Particularly  is  this  the  case  in  country  banking.  Duns 
Keview  of  January  12,  1924,  records  that  in  1922  there  were  but  40 
bank  failures  m  the  United  States,  with  liabilities  of  $77,735,551  •  in 
1923  the  same  authority  reports  578  bank  failures,  with  liabilities 
totaling  $203,739,138.  Data  is  not  yet  available  for  1924,  but  I 
think  it  IS  pretty  generally  admitted  that  the  per  cent  of  failures  so 
tar  this  year  is  much  greater  than  for  the  same  period  in  1923. 

If  the  principles  of  the  McNary-Haugen  bill  had  been  in  eftect 
dunng  1923,  it  would  have  distributed  more  than  a  billion  dollars 
among  the  farmers  of  the  country  in  addition  to  what  they  did  receive. 
It  would  have  doubled  the  property  values  of  a  very  great  per  cent  if 
not  all  the  farming  lands  of  the  country.  It  is  inconceivable  that 
under  such  a  condition  there  would  have  been  any  increase  in  the  num- 
ber of  bank  failures  over  the  year  1922. 

To  stop  country  bank  failures,  restore  the  farmer's  purchasing 
power  and  property  values. 

u-^^-n^^"™*^'  ^^^  ^^^  conceived  the  ideas  incorporated  in 
this  bill  were  just  as  surely  inspired  as  were  the  framers  of  the  Dec- 
laration of  Independence.  If^  information  as  to  what  the  bill  is 
could  be  put  out  among  the  farmers;  if  they  could  be  made  to  under- 
stand what  the  passage  of  such  a  law  would  mean  to  them ;  if  they 
could  be  brought  to  realize  that  in  preparing  this  bill,  theory  has  been 
abandoned  and  good  common  sense  applied  to  their  problem,  and 
that  putting  such  a  law  in  effect  would  mean  a  definite  increase  to  them 
m  the  price  of  their  product,  every  man  who  ever  held  a  plow,  every 
man  who  ever  fed  a  hog,  and  every  man  that  ever  trailecf  a  sheep  or 
milked  a  cow,  would  stop  long  enough  to  write  his  Senator  or  Repre- 
sentative demanding  passage  of  the  bill,  and  we  would  have  an  ava- 
lanche of  country  mail  the  like  of  which  was  never  before  conceived. 
Let  this  be  done.  Let  every  farmer  everywhere  write  his  Representa- 
tive here  at  Washington  to  support  the  McNary-Haugen  biU,  and  I 
predict  there  will  not  be  a  man  in  all  this  honored  membership  of 
benators  and  Congressmen  will  ever  raise  his  voice  in  opposition  to 
the  bill.  ^ 

I  say  again :  Let  this  be  done. 
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STATEMENT  OF  J.  L.  PAGE,  WESTHOPE,  N.  DAK.,  REPRE- 
SENTING NORTH  DAKOTA  WHEAT  CONFERENCE  COM- 
MITTEE. 

Senator  Norris.  From  what  part  of  North  Dakota  do  you  come? 
Mr.  Page.  The  north  central  part,  about  6  miles  from  the  Canadian 

Now,  gentlemen,  you  no  doubt  have  heard  a  great  deal  about  this 
and  it  is^iot  necessary  for  me  to  take  much  time.  I  simply  w^ant  to 
call  your  attention  to  the  great  number  of  bank  failures  going  on, 
which  you  no  doubt  have  noticed;  they  are  averaging  at  this  time  at 
the  rate  of  one  a  day  in  each  of  the  States  of  North  Dakota,  South 
Dakota,  Minnesota,  and  Montana.  The  percentages  of  farm  bank- 
ruptcies have  increased  from  7  to  30  per  cent  of  all  bankruptcies. 

Senator  Capper.  What  period  does  that  cover  ? 

Mr.  Page.  That  covers  the  last  three  years;  previous  to  that  time 
7  per  cent  of  all  bankruptcies  were  farm  bankruptcies  and  since  that 
time  30  per  cent  have  been  farm  bankruptcies.  Within  the  last  11 
months,  10  per  cent  of  the  farms  in  North  Dakota  have  been  fore- 
closed, and  that  percentage  has  varied  in  different  months  up  to  as 
high  as  36  per  cent. 

Senator  Capper.  Will  you  tell  us,  please,  who  made  the  foreclos- 
ures? i  ,       . 

Mr.  Page.  The  foreclosures  were  made  by  the  loaning  companies, 

extensivelv. 

Senator  Norbeck.  Did  the  Federal  farm-loan  bank  make  any  of 

the  foreclosures  ? 

Mr.  Page.  Some  of  them. 

Senator  Capper.  Many  ? 

Mr.  Page.  Some;  I  do  not  know  what  percentage.  I  happen  to 
be  secretary-treasurer  of  the  local  farm  land  bank  and  have  made 
$350,000  of  loans;  they  have  foreclosed  about — while  my  territory 
has  been  cut  down  since  some  of  the  loans  were  made — probably  5 
per  cent;  in  other  worcb,  there  have  been  probably  5  per  cent  of  the 
loans  foreclosed. 

The  Chairman.  What  was  the  result  of  the  foreclosure  ? 

Mr.  Page.  In  some  cases  the  land  has  been  resold  where  they 
could  resell  for  it  just  about  enough  money  to  square  them. 

The  Chairman.  Wliat  do  you  mean  ? 

Mr.  Page.  If  they  could  sell  so  as  to  suffer  no  loss,  they  sold  it. 

The  Chairman.  Have  they  land  on  their  hands  that  had  been 
bought  in  ? 

A&.  Page.  Some  of  them  bid  in  the  land  and  resell  it. 

The  Chairman.  Wherever  they  do  bid  it  in,  there  is  no  other 
bidder  or  buyer  willing  to  pay  a  higher  price  than  would  just  get 
them  out  of  tne  hole  ? 

Mr.  Page.  Yes,  sir;  I  might  say  one  reason  there  is  no  greater 
number  of  foreclosures  in  our  county  is  because  there  were  second 
mortgages  in  a  good  many  cases  and  the  Federal  loan  was  (protected. 

Senator  Norbeck.  In  most  cases  it  is  the  bank  that  holds  them  ? 

Mr.  Page.  Yes. 

Senator  Ransdell.  What  has  the  Federal  Farm  Loan  Bank  done 
with  the  farms  it  was  unable  to  resell  ?     Is  it  leasing  them,  or  what  ? 

Mr.  Page.  Leasing  them  wherever  they  can.  Land  is  leasing  in 
our  locality  for  one-fifth  to  one-sixth  of  the  crop. 
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Senator  Ransdell.  They  have  not  been  abandoning  them,  then  ? 

Mr.  Page.  Some  of  them. 

Senator  Ransdell.  But  only  a  small  percentage? 

Mr.  Page.  I  should  say  in  our  county  one-half  of  the  land  will  be 
idle. 

Senator  Ransdell.  That  the  Farm  Loan  Bank  had  to  take  back  ? 

Mr.  Page.  No,  the  total  land  between  Bismarck  and  the  Canadian 
border,  about  150  miles. 

Senator  Ransdell.  Land  that  is  possible  of  cultivation  ? 

Mr.  Page.  Yes. 

The  Chairman.  In  your  immediate  section  where  you  are  familiar 
with  the  Farm  Loan  Bank  law,  how  many  farms  do  the  farm  loan  banks 
have  now  that  they  bought  in  that  they  have  so  far  been  unable  to 
resell  ? 

Mr.  Page.  I  do  not  know  of  any  in  my  immediate  territory.  They 
have  been  taken  up  by  holders  of  the  second  mortgage  in  some  cases, 
and  in  some  cases  were  sold  at  a  sacrifice  price.  All  the  equity  has 
been  squeezed  out  of  the  land 

The  Chairman.  Yes,  I  can  appreciate  that.  Let  us  take  up  the 
larger  question  of  the  mortgage  companies  and  their  foreclosures. 
Has  it  been  necessary  for  them  to  take  the  land  in  ? 

Mr.  Page.  Yes;  M.  F.  Murphy,  the  representative  of  the  Union 
Central  Life  Insurance  Co.,  tells  nae  that  he  and  the  life  insurance 
company  are  the  largest  taxpayers  in  this  section. 

Tne  Chairman.  Tnat  is  because  of  the  foreclosures  ? 

Mr.  Page.  Yes. 

The  Chairman.  They  would  be  glad  to  have  anybody  bid  a  dollar 
more  for  them  than  they  do  ? 

Mr.  Page.  Yes. 

The  Chairman.  They  only  bid  to  protect  their  own  interests  ? 
[  Mr.  Page.  That  is  all. 

The  Chairman.  Can  you  give  us  any  idea  of  the  percentage  of  land 
now,  when  they  have  to  resort  to  foreclosure,  that  they  have  to  take 
in  that  way  ? 

Mr.  Page.  Of  the  foreclosures  they  make  ? 

The  Chairman.  Yes. 

Mr.  Page.  I  would  say  practically  100  per  cent. 

The  Chairman.  One  hundred  per  cent  ? 

Mr.  Page.  Yes.  The  condition  is  this  and  has  been  in  our  locality 
for  the  last  five  years :  That  the  man  who  had  money  wanted  mort- 

fages  and  the  man  that  would  buy  land  had  no  money  to  buy  with. 
Ve  have  been  able  to  borrow  more  money  on  the  land  than  we  could 
sell  it  for  and  get  cash. 

Senator  Capper.  What  becomes  of  the  farmers  who  are  closed  out  ? 

Mr.  Page.  We  have  had  several  farmers  move  to  the  State  of 
Washington  and  different  sections. 

The  Chairman.  Some  go  to  Canada? 

Mr.  Page.  Not  many  went  to  Canada,  because  the  price  of  grain 
was  much  lower  in  Canada  than  it  is  in  this  country. 

Senator  Ralston.  Has  there  been  any  considerable  departure  of 
farmers  from  our  country  to  Canada  dunng  the  last  few  years  ? 

Mr.  Page.  Not  from  our  locality. 

Senator  Ransdell.  In  any  portions  of  the  country  where  they 
have  been  ? 
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Mr.  Page.  The  Canadians  report  a  good  many  immigrants  coming 
into  the  Northwest  and  from  the  increase  in  the  production  of  their 
crops  there  must  have  been. 

Senator  Ransdell.  Some  years  ago  we  lost  a  great  many  people 

Mr.  Page.  We  did.  In  our  locality  one  farmer  would  buy  his 
neighbor  out  and  increase  the  size  of  his  farm,  and  the  fellow  who 
sold  took  his  money  to  Canada,  and  that  was  represented  by  a 
mortgage  on  the  land,  and  this  fellow  that  stayed  had  interest  to 
meet  on  that,  and  that  is  one  of  the  things  that  put  our  farmers  in 
bad  shape,  reduced  the  population,  and  increased  the  mortgage 
indebtedness. 

Senator  Norbeck.  What  is  the  name  of  your  county? 

Mr.  Page.  Bottineau.  ,11.1         j 

Now,  this  condition  is  affecting,  of  course,  not  only  the  banks  and 

the  loan  companies,  but  the  trust  companies  and  savings  banks, 

life  and  fire  insurance  companies  througnout  the  State  that  make 

investments  up  there.  •  1       u   .. 

It  is  not  the  farm  question  entirely  that  we  have  to  consider,  but 
every  man  who  has  a  life  insurance  policy  throughout  the  United  State 
is  interested  m  this  because  the  investments  of  the  life  insurance 
companies  are  made  quite  lai^ely  in  farm  mortgages. 

Then  there  is  the  question  of  the  morale  of  our  farmers:  Ihe  morale 
of  our  farmers  has  got  rather  low,  I  think,  and  the  thing  that  hin-t 
our  farm  morale  more  than  anything  else  was  the  1922  crop.  We 
went  through  a  great  many  hard  years  in  our  immediate  locality. 
We  have  not  had  a  paying  crop  siiice  1915.  In  1916  there  was  the 
rust;  in  1917  we  had  a  dry  year;  in  1918,  1919,  and  1920,  we  had  grass- 
hoppers; in  1921  was  dry  but  we  produced  a  crop  in  1922  and  had  every 
hope  that  we  would  be  able  to  pay  something  on  our  indebtedness, 
but  the  expenses  proved  so  exceedindy  high  and  the  prices  we  received 
for  our  crops  were  so  comparatively  low  tihiat  the  most  any  of  us  could 
pay  was  probably  an  extra  year's  interest  and  in  some  cases  we  caught 
up  one  year  with  the  interest  and  then  the  money  was  gone  and  I 
have  heard  the  farmers  say  across  my  table  day  after  day:  '[  What  is 
the  use  ?     When  we  do  produce  a  crop  it  does  not  pay  anything. ' 

The  consequence  of  this  is  that  they  are  trying  to  live  and  take  care 
of  the  children  and  let  the  land  take  care  of  itself;  they  have  adopted 
the  attitude  that  if  they  can  not  meet  their  obligations  why,  '4et  the 
mortgage  companies  take  the  land— we  can  rent  it  cheaper  and  for 
less  monev  than  it  takes  to  pay  interest  and  taxes,"  and  they  are 
giving  up  their  homes,  in  some  cases  renting  them  back,  and  other 
cases  moving  away  and  trying  to  get  a  job  elsewhere  in  a  different 

vocation. 

Now,  all  these  things  are  attributable  to  a  number  of  causes;  the 
increase  of  the  acreage  during  the  war;  the  labor  of  the  women  and 
children  that  has  been  added  to  production  and  increased  indebted- 
ness for  machinery  and  equipment  during  the  war  at  very  high  prices; 
the  continuation  of  high  prices  for  machinery,  harness,  labor;  the 
inability  of  the  farmer  to  govern  his  output — because  no  man  can  tell 
what  the  yield  will  be— and  the  removal  of  the  guaranty  price  before 
the  readjustment  was  made.  Prices  for  the  products  should  be  fixed 
so  that  they  will  enable  the  farmers  to  make  a  profit  with  normal 
vields,  and  I  figure  that  is  the  remedy.     Grain  must  pay  the  mort- 
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g^es  We  can  milk  cows  and  raise  some  pigs  in  that  locality  that 
win  aid  in  making  a  living  for  our  farmei^.'but  we  have  no  hope  of 
P«irf  "^  mortgages  by  milking  cows  or  oven  by  raising  p"^  Wat 
kt  tude.  We  produce  some  com.  I  was  at  Crookston  on^ura^v 
of  last  week  and  saw  some  excellent  samples  of  com  and  hoS  dSt 
would  be  a  credit  to  any  part  of  Iowa,  but  I  do  norbeheve  "fis^- 
visable  to  encourage  our  farmere  to  go  too  extensively  to  cor^  and 
hog  raising  because  as  witnesses  have^already  said  to  4is  coZSittee 
the  hog  market  is  in  a  bad  way  at  the  present  time.  ''""^'"^e 

benator  Nobbeck.  How  many  years  out  of  10  would  frost  do  anv 

Mr.  Page    I  should  say  not  one  out  of  hve. 
^^Senator  Norbeck.  Would  that  be  a  killing  frost  or  a  damaging 

Mr.  Page    A  damadng  frost.     A  man  from  Minot  made  the  stat«. 
rL^fLt^L^t'^  ""^  '^'''-^  successfully  IVt^^tr 

Mr^/p^T^^'^i,  ^'  ^^^'■^  \^^^^^  ««™  produced  m  Canada? 
H,.^H  Tn  nno  ^^'  ^^^  ''"^  production  is  increasing  fast.     They  pro- 
duced  40,000  acres  of  com  m  Canada  last  year  aSd  thev  exnAo?7« 
increase  It  this  next  year  to  100,000  acres.  ^4e  Wng  com  product 

Sld'^eTa^^^TisTasryTar  ^^'^  -''"^  ''^-  ^^  '^^  ^^^^  ^^^^ 

malonWlhr^wV^"  ^""T  ^*™*^'^  ?^  *  "^«  '^^  "^  «>«  farm  the 
fhK J         f    chickens  and  eggs  and  milk  and  butter  and  hogs 
tf     o^  "^        ^°™®  consumption.  ^ 

«L^  *     D  ^^'  *°*^  ^^  '■"^«'  a  good  many  turkeys. 

ad|So?[otprd^uc  Jo^o^wLir.'^ '-''  °^  ^"-'  ^^'''^''^  --  - 

s/n«w^p  '^"^^  enough  to  supply  the  local  town,  except  in  turkeys 

Mrllr^T^'^'^'     M^  ^H?^^^^  ^^^^  i^  ^^««  it«  own  stuff  ?^ 
Mr.  Page.  Yes,  sir.     Now,  I  have  confined  myself  to  wheat  here 

for  I  realize  I  do  not  undei^tand  these  other  questions     The  fact  is 

there  are  a  whole  lot  of  thinp  about  wheat  that  I  do  not  understand 

£m  andTfnnlVrf '1^'^^^'  attention  and  study  to  the  whear^: 
lem  and  I  would  like  to  say  this  to  the  committee:  When  we  con- 
sider the  problem  of  stabilizing  prices,  a  plan  must  be  de™  coyer^ng 
the  foUowing  important  points:  A  reasonable  proposition  must  b^ 

factTKu'stT;^;"^^T?^"^  T^'  ¥  ^^^^^^^^  ^^  ^^«^  ^e  b^ed  on 
rfHn!c  ^^f ^  ^'^''^^''^  ^^^  producer  from  a  slayers  business  at  slave's 
pnces,  and  it  must  protect  the  consumer  from  greed  and  profiteen^^^^^ 

vi^"for  th  ^  T""""^'.^  ^'  "?  ^r'""'  ^  ^'^''  oy^oductiC  andTro- 
yide  for  the  disposition  of  the  surplus;  enough  articles  shoul/ be 

inc  uded  to  prevent  a  charge  of  sectionalism,  but  it  shoidd  be  Cited 
to  those  necessary  staples  that  can  be  held  without  depreciatioTand 
the  farmer,  with  the  aid  of  his  banker,  should  be  encouraged  as  far 
as  possible  to  carry  his  own  product  on  his  farm  ^'"'^''^^^^  ^^  ^^^ 
In  attempting  to  stabilize  the  prices  of  farm  products  we  are  enter- 

nii.^Sr.i!'''  """^^^''''''''t,  ^^^  ^  P^o^leni  no  less  important  and 
difficult  than  was  the  problem  of  establishing  the  Federal  reserve 
banks  for  the  United  States.  The  price  of  VicultuiTprolucts 
affects  not  only  the  producers  but  also  the  consumers,  incluSou^ 
entire  115,000,000  people.     The  terrible  reduction  in  prices  of  laZ 


^  v:^ 


products  in  the  deflation  of  the  post-war  period  has  demonstrated 
that  the  agricultural  interests  of  the  country  must  have  a  substantial 
basis  on  which  to  build  their  business  enterprises,  and  the  equally 
excessive  inflation  during  the  war  period  has  demonstrated  the  neces- 
sity of  a  limit  to  which  greed  and  speculation  can  go,  for  the  seeds  of 
trouble  were  sown  during  the  inflation  period  that  produced  the  har- 

W        vest  of  destruction  during  the  deflation  period.  ^ 

The  purpose  of  stabilizing  the  prices  of  farm  products  should  be  to 
render  some  stable  basis  on  which  the  young  man  entering  the  agri- 
cultural industry,  or  a  business,  a  professional,  a  clerical,  or  a  laboring 
vocation  may  reasonably  plan  for  an  accumulation  to  properly  safe- 
guard him  in  his  declining  years. 

It  is  said  that  a  speaker,  when  encouraging  saving,  during  thrift 
week  related  that  if  a  man  had  deposited  $100  in  the  bank  12  years 
ago,  at  6  per  cent  compounded,  it  would  now  amount  to  $200,  and 
that  he  could  now  buy  almost  as  much  with  the  $200  as  he  could 
have  bought  with  the  original  $100  when  deposited.  We  need  sta- 
bilized prices.  ,  ,  1  1  <.  J 
I  know  of  no  better  way  to  judge  the  future  than  by  the  past,  and 
by  considering  the  average  price  of  the  principal  staple  farm  products 

^  for  the  past  10  years  I  am  convinced  that  a  price  can  be  determined 
th*t  will  guarantee  at  least  the  cost  of  production  under  normal 
coDditions  to  the  producer  and  stabilize  the  price  thereof  to  the  con- 
sumer, thus  giving  the  producer  a  foimdation  on  which  to  base  his 
agricultural  operations  and  the  consumer  a  basis  on  which  he  may 
mm  for  the  future. 

Archimedes  is  said  to  have  remarked,  ''If  I  had  a  place  to  rest  a 
m         fulcrum  I  could  lift  the  earth,"  and  I  am  convinced  that  if  the  pro- 
ducers of  this  country  are  furnished  a  fulcrum,  in  the  form  of  stabil- 
ized prices,  they  can  lift  agriculture  from  the  mu-e  into  which  it  has 
settled  during  the  past  four  years.  ,  .,-     ,      -^      .u 

To  do  this  I  suggest  the  establishment  of  a  stabilized  price  for  the 
four  great  agricultural  necessities  of  the  country— wheat,  com,  cotton, 
and  wool.  Wheat,  because  three  tunes  a  day  the  people  of  the  country 
n  depend  upon  it  for  then-  daily  bread;  com,  because  mdirectly  it  fur- 
nisnes  the  meat  to  all  the  people  of  the  nation;  and  wool  and  cotton, 
because  they  provide  clothin^g  for  us  all.  By  stabilizmg  the  price  of 
these  four  necessities,  a  basis  of  operation  will  have  been  given  to 
practically  every  farmer  of  the  United  States  on  his  prmcipal  product, 
and  a  price  established  to  protect  the  food  and  clothmg  of  the  Nation. 
When  the  farmer  plans  his  season's  operations,  he  goes  to  the  bank 

9  and  borrows  money,  buys  a  plow,  harness,  repairs,  etc.  He  agrees 
to  pay  definite  fixed  prices  for  these  articles  and  to  pay  a  fixed  rate 
of  interest.  In  the  nature  of  his  business  it  is  impossible  to  know  what 
the  yield  of  his  crops  will  be,  but  neither  does  he  know,  nor  can  he 

^,  estimate,  what  the  price  will  be  for  what  he  produces.    The  idea  of 

stabilizing  prices  is  to  put  agriculture  on  a  real  business  basis  and 
furnish  the  farmers  a  foundation  on  which  to  build. 
'^  As  I  five  in  a  wheat  locaHty,  I  shall  confine  myself  particularly 

^  to  wheat,  beheving  that  the  same  plan  can  be  appUed  equally  as 

well  to  the  other  three  articles  in  the  estabhshment  of  a  stabihzed 
price,  should  necessity  require  it  as  in  1921.  Care  should  be  taken 
not  only  to  protect  the  farmer  in  the  cost  of  production  of  his  basic 
crop,  but  also  not  to  encourage  him  to  raise  one  crop  at  the  expense 
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of  all  others,  and  in  this  way  return  to  the  one-crop  system  of  farm-^ 
ing,  from  which  he  has  been  emerging  during  the  past  decade.  To 
do  this  on  winter  wheat,  I  suggest  that  the  10-year  average  price 
be  taken  at  Chicago,  the  central  market  of  the  coimtry.  According 
to  the  figures  available  to  me,  this  price  is  $1.56  for  No.  2  red  wheat. 
I  beheve  this  price  too  high  to  prevent  the  return  to  the  one-crop 
system  of  farmmg.  I  therefore  suggest  a  10  per  cent  reduction  from 
tnis  price,  making  the  minimum  pnce  $1.40  per  bushel  for  No.  2  red 
wheat,  Chicago.  At  this  price  tne  Government  corporation  should 
stand  ready  to  buy  all  the  No.  2  red  wheat  offered,  and  other  grades 
at  the  market  difference.  While  this  price  will  guarantee  but  very 
little,  if  any,  profit  to  the  producer,  it  will,  with  normal  yields,  guar- 
antee him  the  cost  of  production  and  it  wiD  not  be  sufficiently  high 
to  encourage  an  abnormal  production  for  the  Government  corpora- 
tion to  carry. 

Then  require  the  President  or  the  Secretary  of  Agriculture  to 
declare  an  embargo  on  the  importation  of  wheat  whenever  the  price 
at  this  central  market   drops  below  the   10-year  average  of  $1.56 
per  bushel,  and,  by  giving  the  consimier  the  benefit  of  a  world  market 
whenever  the  price  of  our  central  market  is  above  the  10-year  average 
price,  we  will  have  stabilized  the  price  of  flour  for  the  consimier. 
This  variation  of  16  cents,  or  10  per  cent  on  the  10-year  average' 
price,  will,  usually,  if  not  always,  take  care  of  the  variation  in  yields 
and  the  carrying  expense  from  the  time  of  threshing  imtil  the  grain 
is  needed  for  consumption,  protecting  the  farmers  who  must  sell  and' 
encouraging  those  to  carry  their  own  grain  who  need  not  sell.     Be- 
cause if  the  price  is  at  the  minimum  and  importation  is  absolutely 
shut  off  until  the  price  advances  16  cents,  the  farmer  with  the  aid 
of  his  banker  will  carry  his  own  grain  on  his  own  farm  in  his  own 
granary,  where  it  should  be  carried.     The  banker  is  perfectly  safe  in ' 
lending  as  much  as  $1  per  bushel  on  this  grade  of  wheat  with  which 
the  farmer  can  pay  his  threshing  and  other  pressing  obhgations. 

At  the  central  market  the  average  price  shall  be  newly  determined 
yearly  by  taking  the  average  of  the  10  yea.Ts  last  past.     We  should  i 
establish  a  minimum  10  per  cent  below  this  average  price.     The  aver 
*go  wheat  prices  for  the  past  10  years  are  as  follows: 

No.  2  rea  wheat,  Chicago,  $1.56  per  bushel. 

No.  1  northern,  Minneapolis,  $1.61  per  bushel,  making  the  mini- 
mum prices. 

No.  2  red  wheat,  Chicago,  $1.40  per  bushel. 

No.  1  northern,  Minneapolis,  $1.45  per  bushel. 

It  will  be  noted  that  the  hard  spring  wheat  brings  a  premium  of  5 
cents  per  bushel  over  the  winter  wheat  on  account  ol  the  superior 
quality.  From  the  above  averages  there  will  be  a  decided  reduction 
as  we  get  away  from  the  war-time  prices,  which  will  encourage  the 
farmers  to  adopt  greater  diversification  methods  of  farming  which 
will  tend  to  hold  up  the  wheat  price  as  a  supply  and  demand  propo- 
sition. 

To  prevent  an  increased  production,  this  guaranteed  minimum 
price  snould  be  reduced  double  the  percentage  that  the  10-year  aver- 
age acreage  is  increased.  The  farmers  should  be  advisecl  of  this 
from  the  nrst  and  before  seeding.  Thus  if  the  winter  wheat  acreage 
is  increased  2  per  cent  over  the  10-year  average,  the  minimum  price 
will  be  reduced  4  per  cent,  making  it  $1.34^  at  Chicago  in  place  of 
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$1.40,  and  if  the  spring  wheat  acreage  be  increased  3  per  cent  the 
minimum  price  will  be  reduced  6  per  cent,  making  it  $1.36  at  Min- 
neapohs  in  place  of  $1.45. 

"Hie  Government  corporation  should  also  refuse  to  sell  any  wheat 
once  bought  ^dtliin  the  United  States  except  at  an  advance  of  5  per 
cent,  or  7  cents  per  bushel  above  the  purchase  price.  Thus,  so  long 
as  there  is  a  domestic  demand  the  millers  would  buy  the  wheat  in 
preference  to  letting  the  Government  corporation  buy  it,  and  then 
they  have  to  pay  an  advance  of  7  cents  per  bushel  to  get  it.  In  this 
way  the  exportable  surplus  would  be  determined  by  the  amount  of 
wheat  bougnt  by  the  corporation  and  not  resold. 

When  the  Government  corporation  acquires  a  supply  of  wheat  that 
can  not  be  disposed  of  without  some  loss,  it  may  be  used  to  develop 
a  market  in  South  America,  where  there  is,  according  to  Senator 
McCormick,  of  Illinois,  the  possibihty  of  selling  our  entire  surplus  to 
countries  from  which  we  import  coffee,  sugar,  sisal,  rubber,  chocolate, 
nitrates,  etc.,  and  as  a  last  resort  it  can  be  sold  on  the  world  market' 
and  the  loss  on  the  export  surplus  charged  against  the  succeeding 
crop,  instead  of  letting  tne  price  of  the  surplus  determine  the  price  on 
the  entire  crop  which  is  bankrupting  these  farmers. 

It  was  said  ^'  wheat  would  win  the  war"  and  as  the  seers  now  tell  us 
another  world  war  is  pending  is  it  not  well  to  maintain  our  wheat  pro- 
ducers and  thus  be  prepared  with  food  as  well  as  to  be  prepared 
with  an  army,  navy,  battleships  and  airplanes  ? 

I  am  therefore  convinced  that  if  some  such  system  of  stabilized 
prices  can  be  furnished  the  producers,  as  a  bed  rock  they  will  construct 
thereon  a  foundation  of  agriculture  that  will  support  a  superstructure 
of  prosperity  the  like  of  which  this  country  has  seldom  if  ever  known. 

The  Chairman.  You  would  not  expect  to  sell  a  surplus  of  wheat  in 
South  America  ? 

Mr.  Page.  With  regard  to  that,  I  am  quoting  from  an  article 
appearing  in  the  Saturday  Evening  Post  on  May  26,  1923,  entitled 
^' New  markets  for  old,"  by  Medill  McCormick,  of  Illinois,  in  which 
he  uays  there  is  a  possibihty  of  developing  a  market  in  Brazil,  Vene- 
zuela, Colombia,  and  Chile. 

The  Chairman.  That  is  new  to  me.  I  am  not  prepared  to  deny  it 
except  that  we  all  know  that  South  America  is  one  of  the  greatest 
exporting  wheat  centers  of  the  world. 

Mr.  Page.  Yes,  but  Senator  McCormick  in  his  article  points  out 
that  Argentine  wheat  is  selling  and  is  sold  lon^  before  it  is  produced 
to  England;  they  buy  their  cutlery,  their  machinery,  and  borrow  their 
money  from  England  and  their  wheat  is  contracted  to  England  long 
before  it  is  ever  produced. 

The  Chairman.  It  seems  to  me  so  reasonable  that  if  they  could  get 
more  for  their  wheat  in  South  America  than  in  Liverpool  they  would 
sell  it  at  home  ?  I  would  about  as  soon  expect  to  sell  the  wheat  in 
Canada  as  I  would  in  South  America.     I  may  be  wrong. 

Senator  Ransdell.  The  question  is  raised. 

Mr.  Page.  The  article  I  have  in  mind  was  pubhshed  in  the  Saturday 
Evening  Post  on  May  26,  1923,  by  Senator  McCormick,  who  says  in 
this  article  that  until  the  United  States  Shipping  Board  put  on  boats 
running  direct  from  New  York  to  Rio  de  Janeiro  and  Buenos  Aires  it 
was  impossible  to  get  a  good  boat  to  those  ports  unless  you  went  to 
London  and  Liverpool  and  back;  those  were  the  trade  routes;  they 
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i^r.^  J'''''^  Liverpool  and  London  to  Buenos  Aires  and  to  those 
points.  He  says  in  this  article  that  if  we  develop  a  market  in  South 
America  similar  to  what  we  developed  in  Cuba  we  would  be  surprised 
at  the  results  attained  m  years  to  come. 

fk'^^l^^n^t^-  'T^at  leads  me  to  think  of  an  argument  in  favor  of 
the  other  bdl  because  that  provides  for  putting  these  ships  into  use 
This  corporation  set  up  m  the  other  bill  would  be  able,  if  there  is  such 
a  thing,  to  send  the  surplus  products  here  to  South  America  because 
tney  could  use  the  ships  in  any  route  they  wanted  to 

Senator  Ransdell.  The  people  of  Mexico  and  Central  America  and 
the  West  Indies  must  eat  a  lot  of  wheat  they  do  not  raise,  and  the 
people  in  Colombia,  Venezuela,  Chile,  and  Peru  must  eat  wheat.  It 
looks  as  though  we  might  be  able  to  compete  successfully  with  the 
Argentine  wheat.  j       »'  ^ 

Mr  Page  Senator  McCormick  says  in  his  article  that  the  surplus 
population  from  Europe  that  formerly  came  to  this  country  is  going 
largely  to  Brazil.  They  are  encouraging  the  possibility  of  developing 
a  market  and  supplvmg  these  people  with  wheat  and  that  possibilitv 
18  very  great  and  they  are  building  it  up  and  developing  it.  If-  we 
develop  a  market  m  South  America,  the  same  as  we  developed  in 
U»ba,  It  will  provide  for  the  sale  of  our  surplus  for  years  to  come.     I 

^ti  would  lilelt  ^°  ^^  *  ^^^^  ^'  ^^*^  ^^^*  ^^^  ^'""^  ^^  ^  ^^^  '^ 

The  Chairman.  I  would  like  to  have  it. 

Senator  Ransdell.  Let  him  attach  it  to  his  testimony  if  he  can 
nnd  a  copy.  -^ 

^^'  ^^^^'  I^  I  <^^^  get  an  extra  copy  I  will  be  glad  to  get  copies  for 

The  Chairman.  Make  it  a  part  of  your  testimony  and  we  can  all 
read  it.     Is  that  all  ? 

lU^I^V,^''^?*  JL!^?^  so  except  I  might  add  this:  I  talked  with  Mr. 
Mwphy,  of  Wheaton,  Mmn.,  and  he  suggested  that  this  plan  of  a 
minimum  price  be  incorporated  in  one  or  the  other  of  these  bUls,  and 
tnat  that  would  go  quite  a  way  toward  satisfying  the  grain  trade  be- 
cause so  long  as  a  minimum  was  established  at  which  the  Governrnent 
corporation  would  enter  the  market,  so  long  as  the  price  was  above  that 
minimum,  they  are  left  free  to  handle  the  market  the  same  as  before 

Senator  Norbeck.  And  protect  the  grain  trade  against  loss  ?  But 
one  of  the  objections  he  said  that  had  been  made  to  the  bill  was  that 
it  would  stagnate  their  business. 

New  Markets  for  Old. 
[By  Medill  McCormick,  Senator  from  Illinois.] 

New  markets  for  old!  New  markets  for  old,  or  no  expandine  markets  at  all 
for  the  unsold  surplus  of  American  goods.  If  there  be  tLusands  o^Americans 
nni^in o?f'^^"',^  ^^^  hope-uay,  the  belief-that  some  economic  alche^  some 
poU^cal  formula  mav  regenerate  and  restore  continental  Europe  in  a  period  of 
months,  not  so  the  firUish.     They  know  continental  Europe  better  than  we  do 

th/m  fTo^'ff-  V^^  ^^^"°^^'  "^*/>^  "^^"^y  ^«^«^««  «f  th^  Atlantic^  separate 
them  from  its  shores.     For  generations  they  have  been  the  world's  bankers 

manufacturers,  merchants,  an  J  mariners.    Wise  old  John  Bull,  patient,  peSent ' 

taught  by  experience,  prudent  and  bold,  after  four  years  of  fruitleL  strS  to 

appease  the  Wes  of  continental  Europe,  and  to  subordinate  political  amotion 

and  rivalry  to  inexorable  economic  need,  has  been  compelled  to  dec  de  that  a 

decade  or  more  must  pass  before  continental  Europe  can  find  the  stabihtv  and 

can  recover  the  productivity  necessary  to  make  it  a  great  market  fgain    ^ 
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John  Bull's  statesmen  have  learned  this  from  their  diplomats,  as  his  merchants 
and  bankers  have  learned  it  from  their  agents  and  branch  managers  in  all  the 
ports  and  marts  of  Europe  from  the  Mgean  to  the  Baltic.  When  I  was  in  London 
there  was  nothing  more  interesting  than  the  universal  interest  in  the  possible 
failure  of  the  American  Ship  Subsidy  Bill  and  the  general  determination  to  find 
in  Asia  and  South  America  a  market  for  the  goods  which  can  not  be  sold  in 
continental  Europe.  The  British  have  known  for  years,  as  the  Germans  had 
learned  before  the  war,  that  you  must  Hnk  together  diplomacy,  trade,  travel,  and 
traffic.  It  was  onlv  the  other  day  that  I  heard  that  the  principal  British  firms 
interested  in  the  export  trade  had  decided  to  pool  their  foreign  advertising,  and  to 
place  the  direction  of  their  advertising  abroad  in  the  hands  of  the  great  inter- 
national news  agency  of  Renter.  For  example,  Reuter's  News  Agency  in  Buenos 
Aires,  which  reports  the  news  of  Argentina  to  England,  will  oflfer  to  sell  the  news 
of  the  world  to  the  Prensa  and  the  Nacion  of  Beunos  Aires  in  competition 
with  the  American  United  Press  or  the  American  Associated  Press,  for  a  reasonable 
weekly  or  annual  charge — and  at  the  same  time  can  offer  the  business  managers 
of  the  two  great  newspapers  a  handsome  sum  for  the  advertising  of  British 
flour,  or  British  shoes,  or  British  machinery,  or  British  clothing. 

FORMIDABLE    BRITISH    COMPETITION. 

Pretty  stiff  competition  for  the  American  press  associations,  that.  In  Buenos 
Aires  there  is  a  great  department  store,  British  owned,  and  a  great  British-owned 
hotel.  The  street-car  lines  of  the  city  are  British  and  the  steam  railways  of  the 
country  are  British.  There  is  a  fine,  strong,  intelligent  British  commercial 
colony,  with  a  keen  sense  of  solidarity,  collaborating  with  the  British  steamship 
companies  and  the  great  British  banks.  They  are  all  united  in  a  natural  and 
laudable  endeavor  to  do  all  the  business  which  the  Germans  did  before  the  war , 
and  no  less  to  do  the  business  which  we  did  two  years  ago  but  which  we  have 
begun  to  let  slip.  Now,  what  have  I  said  of  Buenos  Aires  is  true  of  every  com- 
mercial capital  in  South  America,  and  indeed  in  the  world.  There  was  a  time, 
before  the  war,  when  in  many  parts  of  the  world,  and  especially  in  South  America, 
we  were  at  a  definable  disadvantage  in  competing  with  the  Germans  or  with  the 
British.  The  Germans  to-day  labor  under  a  handicap  upon  which  I  need  not 
expatiate.  At  the  moment,  the  British  have  lost  some  of  their  old-time  advan- 
tages. I  do  not  know  what  the  future  may  have  in  store,  but  to-day  you  ma\ 
travel  from  New  York  down  the  east  coast  of  South  America  to  Rio  de  Janiero 
and  Buenos  Aires  more  rapidly  and  more  comfortably  than  you  can  from  London, 
whereas  before  the  war  an  American  merchant  or  an  American  ambassador  bound 
from  New  York  for  those  ports  generally  took  ship  first  to  England  and  thence  for 
South  America. 

The  four  fine  vessels  of  the  Shipping  Board  which  ply  between  New  York  and 
South  American  east-coast  ports  not  only  carry  our  merchants  but  afford  swift 
and  commodious  passage  for  north-bound  South  American  travelers,  both  busi- 
ness men  and  tourists  on  pleasure  bent.  The  new  ships  provide  for  American 
shippers  an  express  service.  This  is  important.  In  building  up  a  regular  and 
considerable  foreign  trade  it  is  not  enough  to  have  only  a  slow  freight  service  for 
overseas  customers. 

The  importer  on  the  east  coast  in  Brazil  or  Uruguay  or  Argentina,  the  importer 
on  the  west  coast  in  Peru  or  Chile,  must  be  able  to  receive  not  only  his  regular 
annual  shipments  by  slow  freight  at  cheap  rates  but,  when  necessity  arises, 
must  be  able  to  send  urgent  supplemental  orders  by  cable  and  have  them 
promptly  filled  by  express  steamships.  For  example,  he  can  not  be  expected 
to  do  a  great  part  of  his  business  with  American  exporters  who  ship,  and  who 
are  able  to  ship  only,  by  slow  freight,  and  then  in  time  of  necessity  call  upon 
British  exporters  to  accommodate  him  with  small  orders  of  goods  peremptorily 
and  promptly  expedited  from  Liverpool  or  Southampton  by  fast  British  steam- 
ships. We  must  have  fast  steamers  to  South  America  if  we  are  to  have  a  market 
in  South  America.  The  American  who,  before  the  war,  sought  to  export  to 
South  America  manufactures  or  foodstuffs  depended,  and  had  to  depend,  very 
largely  on  the  services  of  British  ships,  British  cables,  British  agents,  and  British 
banks,  with  some  little  assistance  from  German  lines  and  German  agencies. 
To-day,  thanks  to  the  Shipping  Board,  there  is  a  first-class  American  steamship 
service  to  both  coasts  of  South  America.  Thanks  to  the  all-American  cables, 
there  is  an  almost  all-American  telegraphic  communication  ^ith  all  South 
America.     To-dav  there  are  in  South  America  35  branches  of  American  banks. 
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next  10  tn  20  Z.  1?  ^^.^^'fi:'%^  make  it  plaiu  that  the  great  market  for  tlie 
nnr  T  2*1^  I  ^^^"^^  ^'^^  '"ut^®  Republics  to  the  south  of  us.  The  population  of 
S^^.,in?-  ??u"^??  neighbors  is  between  80,000,000  and  90,000,000.  The 
^?^ln  '''i  °^K-^^  Repubhcs  which  border  the  Caribbean  Sea  a/id  the  Gulf  of 
^?ver  30  oSo  000  Th^."^!;''  are  within  60  hours'  sail  from  our  southern  ports, 
nf  whT.h  ?>!i  X  ^^^  population  of  the  three  prosperous  progressive  States 

of  which  the  shores  are  washed  by  the  Atlantic,  is  over  40,000,000      Their  popu- 

rf.fJir.?*-  ^"^Jt^;^  ^^J^f'''  ^^^  «°  «^«at  i«  their  area  and  so  vast  areTe"r 
natural  riches,  that  probably  it  will  double  again  in  another  20  years  In  an 
economic  sense  their  resources  on  the  whole  are  complementary  to  ours.  They 
SnH  If  *'^d  export  a  great  deal  that  we  can  not  produce  and  must  buy  abroad, 

SnH  ,^.1«f  K  "^"f  ^""^  '*"  '^"  ^^'•^^^  ^hat  the/ can  not  manufacture  toXy 
and  must  buy  from  across  seas.  ^-^^-y 

POSSIBILITIES    OF    SOUTH    AMERICAN    TRADE. 

ho3?t^f^*f^^i"*i^.°^  *i?^®  exchange  are  beyond  the  comprehension  of  those  whp 

3l)^0  000  nil?^'*;H  ^^/.i^^S'^P^t'r*  y?^  ^'^  *^^  ^«  t^^  United  States  sold  tS 
neonlP  ?n  ^fr!L^  ^^t  httle  Republic  of  Cuba  as  much  as  they  sold  to  40,000,000 
people  m  France.  The  Cuban  market  has  grown  in  20  years  not  only  kctually 
but  especiaUy  for  us  I  very  well  remember  that  when  my  wife  and^I  were  n 
Habana  for  the  first  time,  almost  exactly  20  years  ago,  I  met  a  friend  who  is  a 
conspicious  American  shoe  manufacturer,  and  asked  him  if  he  were  there  to 
*h.u%^h''^  T^k'^^  '"^  *!l^  ""^"^  Republic,  of  which  Leonard  Wood  had  ordered 
"Sr73  K  *°^  *^5  ^f^^^,*^  ^^  ^¥^^  h*^  ^®®"  guaranteed  by  the  United  States. 
««iw?:^j^L!i  ^V^  ^^^\'  u®  ^^^-  Come  out  on  the  sidewalk  and  look  at  the 
}S:^i£.  ^^^i}^^  '^^'^^.  ^'"5  popular  in  this  market.     These  people  won't 

buy  from  us      The  men,  hke  the  women,  go  to  Paris  for  what  they  want." 

oK^I  ^^  ^*  ^^^  ^""''f  *^®  ^®^**®  o"  *h®  **"ff  bill  that  I  received  from  that 
no?L^r*n'D!^p*K'^'"  a  vehement  letter  protesting  against  any  high  tariff  on  im- 
port from  Cuba  which  would  tend  to  injure  one  of  the  world%  best  markets 
for  American  shoes. 

FLOUR    SALES. 

American  capital  has  gone  into  Cuba;  railways  and  highways  have  been  built: 
^^t  ^"5^  factories  and  hotels.  The  Cuban  workman  has  learned  to  produce 
more  and  has  earned  higher  wages,  and  in  turn  l^s  bought  more  to  eat,  to  wear, 
and  to  furnish  his  house.  The  Cubans  buy  from  us  10  times  as  much  lier  capit^ 
r^'JhLT^f^^f'-  ^o,  the  EngUsh.  If  the  people  of  the  dozen  Latin-Amerfcan 
repubhcs,  of  which  the  shores  are  washed  by  the  Caribbean  Sea  and  the  Gulf  of 
Mexico,  bought  from  us  half  as  much  per  capita  as  do  the  Cubans,  we  should  do 
tfnenuS  Eur^o'^^e^     business  in  the  Caribbean  basin  alone  as  we  do  with  all  Con- 

I  have  not  been  able  to  make  a  comparison  of  the  value  of  German  exports  to 
bouth  America  to-day  with  those  of  the  last  year  before  the  war,  because  German 
values  before  the  war  were  computed  in  terms  of  gold  marks,  while  to-dav  they 
are  computed  in  unmtelhgible  terms  of  paper.  But  at  all  events,  I  note  that  in 
quantity  German  exports  to  Argentina  before  the  war  amounted  to  six  times 

MJfi"     iSn  l^®^  ^^  ^"^'^^l'  *^°^®  *°  ^^^2^1  seven  times  as  much,  and  those  to 
Chile  a  100  times  as  much  as  they  do  to-day. 

These  German  exports  included  barbed  ware,  iron  pipe,  dynamos,  motors, 
cement,  print  paper,  motor  cars,  pianos,  stockings  and  cotton  clothing.  I  had 
supposed  before  I  began  to  study  the  question  in  detail  that  of  course  all  South 
America  ate  bread  made  from  Argentine  flour,  but  I  found  that  05  per  cent  of 
Vi'iliv  A^.  l""  *^®  "^r*hern  two-thirds  of  Latin  America  was  shipped  from  the 
United  States,  and  that  in  that  field  Vanada,  not  Argentina,  was  our  particular 
t;^J^Pe*'fr^^-  .Ypu  have  only  to  look  at  the  map  and  the  trade  routes  to  under- 
stand wHy  this  is  so.  Ships  which  go  down  the  west  coast  to  bring  back  Chilean 
nitrates  and  copper  can  carry  down  American  flour  and  American  manufactures 
and  ships  which  go  down  the  east  coast  to  get  Brazilian  coffee  or  Argentine  hides 
can  carry  down  American  manufactures  and  American  flour. 

But  there  is  another  factor  at  play.  Li  the  old  days  South  America  borrowed 
cUiefly  m  London  and  Pans,  and  sometimes  in  Berlin  and  Amsterdam.  Now  it 
borrows  chiefly  in  America,  and  sometimes  in  London.  It  borrows  in  America 
to  pay  off  old  loans  falling  due,  for  new  enterprises  like  public  works  and  railways, 
ine  material  which  enters  into  the  construction  of  railways  and  public  works  the 
engineers  and  contractors  engaged  in  their  construction,  are  generally  found  in 
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the  country  which  supplies  the  capital.  It  is  no  wonder  then  that  the  rolling 
stock  of  the  Argentine  railways  is  British,  while  that  of  the  Brazilian  railways  is 
American. 

BORROWINGS. 

It  is  interesting  to  review  any  week's  sale  of  foreign  bonds  in  the  American 
bond  market.  If  vou  exclude  Scandinavia  and  Holland,  the  comparison  between 
the  prices  of  Latin -American  bonds  with  those  of  the  countries  of  Continental 
Europe  is  striking.  Who  would  have  thought  that  the  bonds  of  the  little  Haitian 
and  Dominican  republics  and  the  bonds  of  Bolivia  and  of  the  city  of  Rio  de 
Janeiro  would  sell  for  more,  day  by  day,  than  bonds  of  the  French  Republic,  of 
the  Serb-Croat-Slovene  State,  or  of  the  city  of  Lyons?  How  many  years  ago 
would  an  investor  have  preferred  the  securities  of  a  Brazilian  railway  to  that  of  a 
French  railwav  like  the  P.  L.  M.?  The  investor  will  do  well  to  study  the  average 
prices  of  the"  bonds  of  European  and  Latin- American  governments.  Latin- 
American  bond  prices  are  better  than  European.     People  think  they  are  safer. 

But  there  are  other  things  for  him  to  bear  in  mind.  The  governments  of  con- 
tinental Europe  not  only  owe  the  Government  of  the  United  States  some 
$7  000  000,000  which  thev  evince  little  ability  or  intention  to  pay,  but  contin- 
ental European  governments,  firms,  or  individuals  have  borrowed  in  the  American 
money  market,  since  the  signing  of  the  armistice,  an  estimated  $7,000,000,000 
more  It  is  noticeable  that  during  the  past  six  or  eight  months  there  has  been 
a  falling  off  in  the  flotations  of  European  securities  in  New  York,  although  we 
are  still  taking  South  American  bonds.  During  the  past  two  years,  according 
to  the  figures  of  the  Department  of  Commerce,  there  have  been  more  Latin- 
American  than  European  securities  underwritten  in  New  \ork. 

We  have  all  the  gold  that  we  can  afford  to  take— half  of  the  gold  m  the  world. 
We  have  lent  Europe  all  that  we  can  prudently  lend  her,  under  present  condi- 
tions, and  inevitably  our  exports  to  Europe  are  falling  to  a  figure  which  can  be 
nearly  balanced  by  our  imports.  Let  me  tax  the  reader  with  some  statistics 
which  must  be  borne  in  mind  if  the  present  and  future  condition  of  American 
agriculture  is  to  be  understood  and  if  American  business  and  American  Govern- 
ment are  to  unite  for  the  future  development  of  our  export  trade  and  for  the 
assurance  of  our  permanent  prosperity.  Now  mark  you,  during  the  ^ve  years 
before  the  Great  War  American  exports  averaged  almost  exactly  $2,000,000,000 
a  year.  The  annual  trade  balance  in  our  favor  averaged  $400,000,000  a  year. 
In  the  bonanza  year  of  1919  our  exports  amounted  almost  to  $8,000,000,000, 
and  exceeded  our  imports  bv  $4,000,000,000.  This  astonishing,  abnormal,  and 
really  unhealthy  export  boom  could  not  last.  It  was  paid  for  in  credits  granted 
to  Europe,  bv  gold  and  heirlooms.  Last  year  our  exports  were  just  short  of 
$4,000,000,000— twice  our  pre-war  exports— and  the  trade  balance  m  our  favor 
was  a  fraction  over  $700,000,000.  Plainly,  we  are  returning  toward  the  normal 
balance  between  exports  and  imports.  The  value  of  foodstuffs  exported  in  1913 
was  about  $200,000,000;  in  1921,  about  $700,000,000;  and  in  1922,  something  less 
than  $500,000,000.  Note,  then,  that  we  exported  in  1913,  194,000,000  bushels; 
in  1921,  470,000,000  bushels;  and  in  1922,  425,000,000  bushels  of  gram.  There 
was  a  much  greater  difference  between  the  value  of  the  grain  exports  of  1921 
and  1922  than  there  was  between  the  amount  of  grain  exported  in  the  two  years. 
We  are  still  exporting  vastly  more  than  we  did  before  the  war,  although  less 
than  during  the  export  boom.  o  •  •  u 

There  are  a  few  more  figures  which  you  must  bear  in  mind.  The  British 
Empire,  including  the  United  Kingdon,  India,  the  Dominions,  and  the  Crown 
Colonies,  buys  about  one-third  of  all  that  we  sell  abroad;  continental  Europe 
buys  a  little  more  than  one-quarter  of  all  that  we  sell  abroad;  Latin  America 
buys  between  10  and  15  per  cent  of  what  we  sell  abroad,  and  so  do  China  and 
Japan  combined.  Whv,  then,  do  the  few  men  who  have  been  studying  the 
problem  intensively  for'^the  past  few  months  insist  that  Latin  America  offers  the 
world  in  general,  and  the  United  States  in  particular,  the  market  of  the  future? 
Continental  Europe,  in  the  judgment  of  those  who  have  seen  it  and  studied  it 
without  bias,  can  not  recover  for  a  decade;  not  because  it  was  so  wrecked  by  war, 
but  because  of  the  hatreds  and  the  rivalries  of  the  peoples  and  the  governments, 
and  because  the  trade  restrictions  imposed  through  the  multitude  of  new  frontiers 
block  recoverv.  Asia  is  a  continent  with  a  past.  Its  crowded  and  impoverished 
millions  buv  enough  upon  which  to  live  and  no  more.  South  America  is  a  country 
with  a  future.  Its  population  has  doubled  within  the  past  20  years  and  will  double 
again  during  the  next  20  vears.  If  you  will  compare  the  immigration  to  the  United 
States  since  the  enactment  of  our  restrictive  laws  you  will  see  that  we  have  shut  out 
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a  million  European  immigrants  a  year,  who  must  go  to  South  America.  The  in- 
crease of  the  population  in  South  America,  the  investment  of  capital,  the  building 
of  public  works,  the  development  of  farms  and  plantations— these  all  must  result 
in  a  great  increase  in  the  consumption  of  foodstuffs,  wearing  apparel,  furniture, 
building  materials,  and  luxuries  by  its  fast-growing  populations.     South  America 

i?      L  °^  ^^  *^*^®  ^^  ™"^^  8^0^^  ^  ^*  d^^  before  the  war.     But  more 

than  that,  let  me  ask  you  to  look  at  a  little  table  comparing  the  exports  from 
the  United  States  to  Cuba  and  Porto  Rico — to  which  American  capital  has 
gone  and  which  have  felt  the  quickening  touch  of  American  enterprise — and 
the  exports  to  Colombia  and  Venezuela,  which  lie  just  beyond,  across  the  Carib- 
bean Sea: 

Exports  of  merchandise  from  the  United  States  to  Cuba,  Porto  Rico,   Venezuela,  and 

Colombia  for  1900,  1910,  and  1922. 


Cuba. 

Porto  Rico. 

Venezuela. 

Colombia. 

"iear. 

To'"-      icpL. 

Total. 

$4,640,449 
26, 478, 106 
57,968,112 

Per 
capita. 

Total. 

Per 
capita. 

Total. 

Per 
capita. 

1900 

126,513,400     »17.67 

52,858,758       26.43 

124,148,536       41.38 

$4.64 
24.07 
44.59 

$2, 452, 757 
2,797,210 
8,608,574 

$1.22 
1.00 
2.83 

$2,710,688 

3,979,886 

19,564,017 

'  $0.60 

on 

1910 

1922 

.80 

3.26 

We  are  starting  out  to  spend  about  $60,000,000  on  rivers  and  harbors,  and 
$250,000  a  year  for  the  development  of  our  trade  with  South  America.  How 
inuch  do  you  think  ought  to  be  spent  on  a  national  sales  force  in  the  potentially 
richest  market  in  the  world  except  our  own?  If  the  peoples  of  the  South  Ameri- 
can countries  bought  from  us  one-half,  one-third,  or  even  one-quarter  as  much 
per  capita  as  do  the  Cubans,  there  would  be  no  American  export  problem  for 
many  a  long  day.  The  surplus  of  American  manufactures  and  foodstuflFs  which 
the  armed  rivals  of  old  Europe  may  be  unable  to  buy  would  be  sold  to  the  other 
American  peoples — peoples  hke  ourselves,  peaceful  and  republican.  It  is  time 
that  the  administration.  Congress,  the  leaders  of  labor,  and  the  leaders  of  the 
manufacturers  and  the  farmers  of  this  country  should  bestir  themselves  to  the 
end  that  Government  and  private  enterprise  may  cooperate  to  meet  British 
competition  in  South  America,  and  to  develop  without  delay  the  only  rich  and 
secure  market  left  to  us  in  the  world. 

(Thereupon,  at  12  o'clock  noon  an  adjournment  was  taken  until 
to-morrow,  Friday,  February  15,  1924.) 
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FRIDAY,  FEBRUARY   16,   1924. 

United  States  Senate, 
Committee  on  Agriculture  and  Forestry, 

WashingtoUj  D,  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  in. 
in  room  326,   Senate  Office  Building,   Senator  George  W.   Norris 

presiding. 

Present:  Senators  Norris  (chairman),  McNary,  Harrison,  Ralston, 

Gooding,  and  Capper. 

STATEMENT  OF  C.  H.  HYDE,  ALVA,  OKLA. 

Mr.  Hyde.  I  live  near  Alva,  Wood  County,  in  the  northwestern 
part  of  Oklahoma.  I  am  a  farmer  and  have  lived  on  a  farm  all  my 
Hfe.  I  have  resided  on  a  farm  in  Oklahoma  since  the  coimtry  was 
opened  up  to  settlement  in  1893.  I  have  sown  wheat  in  Woods 
County  every  year,  beginning  with  80  acres  in  1894.  For  probably 
20  years  I  have  averaged  500  acres  of  wheat  a  year. 

1  have  been  a  member  of  the  Oklahoma  Farmers'  Union,  the  largest 
farm  organization  in  Oklahoma,  for  many  years  and  am  now  and 
have  been  for  the  past  six  years  vice  president  of  the  union. 

In  1920  I  was  chosen  a  member  of  the  committee  of  17  to  work 
out  a  grain-marketing  plan  by  J.  R.  Howard  and  served  on  the  com- 
mittee nearly  six  months  and  helped  perfect  the  plan  adopted  by  the 
United  States  Grain  Growers  at  Chicago  in  March  1921.  I  was 
elected  vice  president  of  the  United  States  Grain  Growers  at  the  meet- 
ing held  in  Chicago  in  March,  1921,  where  about  500  delegates  were 
present,  elected  by  the  largest  farm  organizations  in  the  States  con- 
sidered as  grain-growing  States.  I  am  now  a  member  of  the  Okla- 
homa Wheat  Growers'  Association.  As  the  farmer  member  of  the 
Oklahoma  Coimcil  of  Defense  during  the  war,  and  since  then  as  well 
as  before,  I  have  traveled  over  the  State,  especially  the  western  part 
of  the  State,  and  I  beUeve  I  have  a  fair  knowledge  of  the  actual  con- 
ditions among  the  farmers,  especially  the  wheat  farmers. 

It  is  the  western  part  of  Oklahoma,  more  particularly  toward  the 
northwest  part,  that  is  usually  considered  the  Wheat  Belt. 

In  1910  the  Federal  census  gives  but  one  county  in  what  was  for- 
merly the  Indian  Territory  an  acreage  of  over  5,000  acres  of  wheat, 
and  that  is  Delaware  County.  The  total  acreage  in  Oklahoma  in 
1909  was  1,169,428  acres,  with  a  yield  of  14,833,000  bushels,  but 
there  were  12  coimties  in  Oklahoma  in  1909  with  an  average  in  excess 
of  50,000  acres  per  county,  being  the  following   counties:  Alfalfa, 
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Beaver,   Blaine,  Garfield,    Grant,    Kay,    Kingfisher,    Woods,  Ellis, 
Harper,  Texas,  and  Noble. 

In  1919,  by  the  Federal  census,  only  one  county — Grady — in  what 
was  formerly  Indian  Territory  had  over  50,000  acres  of  wheat,  and 
only  nine  counties  had  over  25,000  acres  of  wheat  in  the  eastern  part 
of  the  State,  those  counties  being  Craig,  Delaware,  Mayes,  Nowata, 
Ottawa,  Osage,  Rogers,  Tulsa,  and  Wagoner. 

In  1919,  three  counties,  Alfalfa,  Frant,  and  Garfield  each  had 
over  250,000  acres  of  wheat,  while  15  counties  in  the  eastern  part  of 
the  State,  Beaver,  Blaine,  Canadian,  Custer,  Harper,  Kay,  King- 
fisher, Kiowa,  Major,  Noble,  Texas,  Tillman,  Washita,  Woods,  and 
Woodward,  had  over  100,000  acres  of  wheat.  The  acreage  of  wheat 
in  Oklahoma  in  1919  was  4,704,280  acres  with  a  yield  of  65,761,483 
bushels. 

In  1890  all  farmers  in  Oklahoma  were  free  of  mortgage. 

In  1900,  9.2  per  cent  of  the  farmers  were  mortgaged. 

In  1910,  23.5  per  cent  of  the  farmers  were  mortgaged,  while  in 
1920,  60.6  per  cent  of  the  farms  in  Oklahoma  operated  by  the  owner 
carried  a  mortgage  and  the  mortgage  debts  were  26.9  per  cent  of  the 
value  of  the  land  and  improvements.  The  value  of  the  land  at  that 
time  as  rendered  by  the  owners,  which  probably  was  too  high,  was 
probably  twice  what  the  land  would  sell  for  now. 

The  census  returns  show  that  between  1910  and  1920  farm  lands  in 
Oklahoma  increased  in  value  122  per  cent  but  that  the  mortgage 
indebtedness  during  the  same  time  decreased  169  per  cent,  47  per  cent 
greater  than  the  value  of  the  land. 

Senator  Harrison.  The  situation  now  is  better  or  worse? 

Mr.  Hyde.  It  is  worse.  Mortgage  company  agents  tell  me  that 
invariably  the  mortgage  when  it  matures  is  expected  to  be  added  to, 
the  noLortgagees  always  want  to  add  to  it  and  to  pay  back  with  the 
addition  the  interest  that  has  accrued. 

I  was  supervisor  of  census  for  the  eighth  district  in  1920,  in  the 
northwestern  part  of  Oklahoma.  More  than  half  the  wheat  in 
Oklahoma  is  raised  in  the  eighth  district. 

All  of  the  farm  reports  from  the  farmers  in  that  district  made  out 
by  the  189  enumerators  in  that  district  from  the  figures  given  by  the 
farmer  himself,  came  through  my  office  at  Alva.  I  examined  several 
thousand  to  note  in  particular  the  mortgage  indebtedness.  In- 
variably from  the  territory  known  as  wheat  territory,  the  mortgage 
indebtedness  was  greater  m  proportion  to  the  value  of  the  land  and 
the  number  of  farms  free  of  mortgages  was  less  in  the  Wheat  Belt  than 
it  was  in  the  land  not  adapted  to  tne  raising  of  wheat.  I  recall  one 
congressional  township  in  one  of  the  best  wheat  counties  in  Oklahoma 
in  which  there  was  only  one  farm  operated  bv  the  owner  in  the  155 
quarter  sections  that  was  free  of  mortgage  aebt.  I  think  that  the 
cnief  reason  for  the  mortgage  debt  is  that  the  product  raised  by  the 
farmer  does  not  sell  at  the  cost  of  production. 

The  Chairman.  How  many  of  these  144  were  operated  by  the 
owners  ? 

Mr.  Hyde.  Well,  a  large  per  cent  of  them. 
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More  than  50  per  cent  of  the  farms  in  Oklahoma  are  operated  by 
tenants.  In  estimating  the  cost  of  production,  I  have  figured  from 
the  tenants'  standpoint  the  following: 

Listing , ^1-25 

Disking  or  ridge  busting •  12. 

Harrowing ----: '  Jn 

For  extra  harrowing  and  disking •;*" 

Drilling '  i^ 

Seed,  about  a  bushel ^-  "V 

Harvesting  expense  for  man  hire ^-  "jj 

Board  for  man •  ^ 

Horses  and  their  board *•  "x 

Repairs  and  replacement  machinery •  ^Jj 

Hail  insurance •  ^n 

Threshing  12  bushels,  at  15  cents A-  »" 

Hauling  1  cent  a  mile,  average  5  miles •  ^^ 

Total - 11-^ 

The  tenant  will  have  for  his  labor  and  expense  8  bushels  of  wheat 
that  cost  him  $1.48  per  bushel,  worth  90  cents,  and  his  loss  is  58 
cents  per  bushel. 

The  landlord  has  for  his  interest  on  investment  and  taxes,  4  bushels 
of  wheat  per  acre.  In  the  Wheat  Belt  probably  100  acres  is  a  eood 
average  in  wheat  so  the  owner  of  the  wheat  farm  has  400  bushels  of 
wheat  to  pay  interest  on  the  investment  in  his  farm  and  will  average 
around  $8,000  at  6  per  cent,  or  $480,  to  pay  the  taxes  on  his  farm, 
which  will  average  probably  $120,  and  to  keep  his  buildings  in  repairs 
not  less  than  $25.  He  may  be  able  to  get  $1.50  per  acre  for  the  60 
acres  of  pasturage,  $90;  the  400  bushels  of  what  will  not  average, 
at  the  time  of  harvest,  more  than  $360,  a  loss  to  him  of  $175.  With 
a  surplus  of  what  in  the  United  States  the  price  the  farmer  gets  for 
his  wheat  usually  is   tJiie  Liverpool  price,   less   the   transportation 

and  commission. 

If  the  transportation  rates  go  up  5  cents  a  bushel,  the  farmer 
receives  5  cents  a  bushel  less  tor  his  wheat.  If  the  transportation 
charges  should  be  lowered  10  cents  a  bushel,  the  farmer  would  receive 
10  cents  a  bushel  more  for  his  wheat. 

I  have  lived  on  the  farm  west  of  Alva  30  years  and  know  of  but 
one  farm  still  owned  by  the  original  homesteader  that  is  free  of 
mortgage,  but  do  know,  m  my  neighborhood,  of  14  farms  still  owned 
by  me  origmal  homesteaders  that  are  carrying  a  mortgage  and 
do  know  of  several  farms  that  the  original  homesteaders  had  to  sell 
to  avoid  foreclosure  of  mortgage.  One  can  travel  through  the 
Wheat  Belt  in  Oklahoma  sometimes  for  days  in  a  car  and  not  see  a 
new  farmhouse  or  farm  barn.  A  very  small  per  cent  of  the  farm- 
houses and  bams  have  been  painted  in  the  last  few  years  because 
the  farmer  does  not  have  the  money  with  which  to  buy  the  paint. 

I  have  talked  with  lumbermen  m  manv  of  the  towns,  and  they 
tell  me  that  very,  very  seldom  do  they  sell  any  considerable  amount 
of  lumber  to  a  farmer.  Their  trade  is  nearly  altogether  town  trade. 
I  have  talked  to  many  agents  for  mortgage  companies  who  report 
that  a  large  per  cent  of  the  mortgages  that  have  matured  during  1923, 
the  farmer  has  asked  for  an  increase  in  the  mortgage  to  cover  some 
expense  he  has  been  able  to  meet  by  reason  of  nis  product  selling 
for  less  than  the  cost  of  production. 
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In  using  the  expression  ''cost  of  production,"  I  mean  the  exchange- 
able value  of  the  farmer's  products  rather  than  the  price  that  they 
sell  at.  The  exchangeable  value  is  distinguishable  from  the  price. 
Of  course,  the  exchangeable  value  is  the  power  which  an  oDJect 
possesses  of  procuring  for  us  any  object  whatever.  The  second,  price 
is  the  power  that  it  has  to  procure  for  us  one  particular  object,  money. 
To  illustrate:  Wheat  in  1913  and  1914  was  selling  for  about  75  cents. 
Now  the  price  is  about  90  cents.  In  1913  and  1914  250  bushels  of 
wheat  would  buj^  a  12-foot  header.  Now  with  wheat  it  will  take 
437  bushels,  while  during  the  war— 1918,  1919  -the  same  machine 
could  be  bought  for  187  bushels  of  wheat  and  an  8-foot  wheat  binder, 
1913-14,  could  be  bought  for  230  bushels  of  wheat.  Now  it  will  take 
276  bushels  of  wheat,  and  in  1918  and  1919  could  be  bought  for  133 
bushels  of  wheat.  A  wheat  drill  that  could  be  bought  in  1913  and 
1914  for  130  bushels  of  wheat  will  now  cost  155,  while  in  1918.  70 
bushels  of  wheat  would  buy  it. 

The  Federal  census  gives  the  value  of  the  crops  in  Oklahoma  in 
1920  at  $547,000,000.  Last  year  we  had  practically  the  same  volume 
in  bushels  and  tons  and  it  was  only  $208,000,000*  or  38  per  cent  of 
the  1919  value. 

The  fanners'  overhead  taxes  were  high,  his  machinery  cx)sts  were 
higher,  and  the  freight  rates  were  a  great  deal  higher  than  they  were 
in  19i9.  There  are  approximately  192,000  farmers  in  Oklahoma. 
Taking  the  estimate  of  the  Department  of  Agriculture  with  our  State 
department  of  agriculture  it  gives  the  averse  gross  income  to  the 
farmers  in  Oklahoma  last  year  of  $1,064.  Out  of  this,  the  fanner 
must  pay  his  taxes,  the  help  that  he  hires  as  in  threshing  the  interest 
on  his  mortgage,  which  on  the  average  farm  is  $2,100,  at  an  average 
price  of  6  per  cent,  or  $126,  clothe  and  feed  his  family;  the  repair 
bills  for  machinery  are  more  than  twice  as  high  as  they  were  10  years 
ago;  all  this  he  has  for  his  work  and  the  interest  on  the  investment 
which  on  the  average  farm  in  Oklahoma  is  $8,649. 

The  farmers  in  Oklahoma  are  pushing  their  cooperative  marketing 
associations,  associations  that  are  and  will  return  to  the  farmer  all 
that  they  can  get  for  the  product  with  the  least  expense  for  market- 
ing; organizations  that  employ  skilled  traffic  managers  that  the 
product  may  be  shipped  toward  the  consumer  at  the  least  possible 
expense,  but  with  this  saving  they  can  not  get  cost  of  production. 

On  August  5,  1922,  there  was  a  reduction  made  on  the  rate  to 
Texas  points.  When  this  reduction  went  into  eflFect  immediately 
the  price  of  wheat  to  the  farmer  all  over  the  northern  part  of  Okla- 
homa, the  Wheat  Belt,  advanced  nearly  5  cents  per  bushel.  It  is 
not  the  contention  of  the  farmers  that  they  should  receive  any 
service  at  less  than  the  cost  of  the  service,  but  they  do  contend  what 
they  have  in  farms  is  entitled  to  as  much  consideration  as  any  other 
investment  and  that  their  labor  should  receive  from  society  the  same 
consideration  and  the  same  remimeration  as  any  other  labor. 

I  believe  that  the  statements  I  am  making  are  conservative. 

To  verify  my  own  observation,  I  sent  letters  to  every  clerk  in  the 
district  courts  of  Oklahoma,  asking  the  number  of  foreclosures  on 
farm  loans  in  the  years  1921  and  1923.  1  have  reports  from  most  of 
them.  The  first  report  indicates  that  there  were  more  than  three 
times  as  many  foreclosures  in  the  first  10  months  of  1923  as  there  were 
in  1919,  with  a  considerable  increase  in  1921  over  1919. 
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I  sent  letters  to  every  county  treasurer  in  Oklahoma,  asking  the 
number  of  farms  advertised  for  sale  for  delinquent  taxes,  and  from 
their  reports  I  beUeve  there  are  twice  as  many  farms  advertised  for 
tax  sale,  to  sell  to-day,  as  there  were  in  1919. 

To  find  the  financial  condition  of  the  farmer,  I  sent  more  than  100 
letters  to  the  farmers  in  the  western  and  northwestern  Wheat  Belt  of 
Oklahoma,  asking  them  the  number  of  farms  that  had  sold  within  the 
5  mile  radius  of  their  places,  durmg  the  last  four  years,  if  any,  and 
and  the  selling  price  as  compared  with  that  of  1919.  I  asked  whether 
there  has  been  any  news  farmhouses  or  bams  sold  in  the  last  four 
years  within  a  5-mile  radius  of  their  places,  and  whether  the  building 
were  kept  in  repair  and  painted.  I  have  reports  and  letters  that 
indicate  that  where  a  farm  does  sell,  other  than  by  forced  sale,  it 
sells  for  not  over  60  per  cent  of  vrhat  it  would  have  brought  in  1919, 
and  practically  no  new  farmhouses  or  bams  erected,  and  they  are 
not  kept  painted  for  lack  of  funds. 

There  were  91  reports  in  answer  to  my  questionnaire  to  farmers. 
In  the  question,  ''  Has  any  farmer  sold  his  farm  within  five  mil^  of 
your  place  within  the  last  four  years?"  76  answer  'yes"  and  13 
answered  '^no."  To  the  question  ''How  many?"  the  answer  was 
347  farms.  To  the  question,  "  How  did  the  pnce  compare  with  1919  ? 
3  answered  50  per  cent  less,  30  answered  less  than  70  per  cent  of  the 
1919  value,  18  answered  less  than  85  per  cent,  and  4  answered  over 

85  per  cent.  ,  i-    i    i       ,  -^ 

To  the  question,  ''Were  any  of  them  for  sale?"  42  rephed  that  lo6. 

of  them  were  forced  sales. 

To  the  question,  "Have  there  been  any  new  farmhouses  or  bams 
built  within  5-mile  radius  of  your  place  within  the  last  four  years 
and  how  many?"  28  reported  none,  58  reported  175  new  houses  and 

bams. 

To  the  question,  "Did  the  farmer  pay  for  the  improvements  out 
of  the  sale  of  his  products  or  through  his  mortgage?"  58  rephed  that 
they  were  built  by  a  mortgage,  30  from  the  sale  of  oil  leases  of  the 
land,  26  from  crops,  and  10  from  insurance.  The  balance  did  not 
know  where  they  got  the  money.  Eighty-six  reported  on  whether 
or  not  the  farmer  kept  his  buildings  painted;  79  said  "No,  three 
said  "Yes,"  and  four  said  "Partially.'^ 

The  estimate  of  all  of  them  as  to  the  value  of  land  now  as  compared 
with  1919  was  that  it  had  depreciated  within  50  to  75  per  cent  of 
the  1919  value.  There  had  been  99  State  bank  faUures  in  the  last 
four  years  in  Oklahoma,  5  during  the  first  23  days  in  January. 

Senator  Habrison.  How  is  your  immediate  section  around  Alva  i 
Is  it  worse  than  in  other  parts  of  the  State  ? 

Mr.  Hyde.  No;  it  is  the  same  as  in  the  other  parts  of  the  Wheat 
Belt.  We  have  had  no  banks  fail  in  the  town  and  only  one  m  the 
county,  but  throughout  the  Wheat  Belt  it  is  worse  than  in  the  cotton 
States. 

The  farmers  are  joining  the  wheat  growers'  cooperative  associa- 
tions. More  than  25  per  cent  of  the  wheat  sold  m  Oklahoma  this 
year  will  be  sold  by  such  an  association.  They  charge  the  grower  only 
the  cost  of  handhng,  including  the  freight.  The  freight  on  aU  wheat 
in  Oklahoma  is  charged  the  rate  of  Galveston,  from  the  pomt  of 
origin.  If  the  wheat  S  sold  at  a  point  where  the  rate  is  less  than  the 
Galveston  rate,  the  difference  in  the  freight  rate  is  divided  among 
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11  wheat  growers  that  are  members  of  the  wheat  growers'  associa- 
tion, according  to  the  number  of  bushels  the  grower  has  turned  into 
the  association  to  sell. 

I  have  given  the  increase  in  mortgage  indebtedness  above  the 
returns  increase  in  the  value  of  the  land.  It  is  greater  for  Oklahoma 
than  it  is  for  the  United  States.  In  Oklahoma  the  increase  in  the 
value  of  land  is  122  per  cent;  for  the  United  States,  117  per  cent; 
this  is  for  the  10-year  period,  1910  to  1920.  The  increase  in  mortgage 
indebtedness  in  Oklahoma  is  169  per  cent,  while  for  the  United 
States  it  is  131  per  cent;  14  per  cent  for  the  United  States,  47  per  cent 
for  Oklahoma.  I  have  the  census  on  the  mortgage  indebtedness  for 
the  northwestern  part  of  the  State,  where  I  live,  and  the  mortgage 
indebtedness  shows  an  increase  there  equal  to  the  balance  of  Okla- 
homa. 

The  wheat  price  is  very  httle  higher  now  to  the  grower  than  it  was 
in  1914.  The  freight  rate  is  higher  now  than  it  was  when  wheat 
was  selling  twice  as  high  as  it  is  now. 

The  farmers  contend  that  a  rate  mav  be  reasonable  on  wheat  when 
it  sells  for  $2,  but  the  same  rate  would  be  unreasonable  with  wheat 
selling  at  80  to  90  cents  a  bushel.  I  remember  in  1914  I  had  over 
500  acres  of  wheat  that  averaged  20  bushels  to  the  acre.  I  sold 
most  of  the  wheat  at  65  cents  a  bushel,  and  that  gave  me  a  profit. 
My  costs  were  not  half  what  they  are  now. 

The  Federal  census  also  shows  that  among  the  farmers  in  Oklahoma 
the  age  average  is  greater  than  it  was  10  years  ago.  Oklahoma  was 
settled  largely  by  young  men;  the  land  was  given  to  them  in  what 
was  formerly  Oklahoma  Territory,  but  the  land  is  now  mortgaged 
for  more  than  the  improvements  are  all  worth.  Some  of  its  pro- 
ductive ability  is  gone.  The  average  age  of  the  farmer  is  greater. 
He  has  worked  the  oest  he  could.  He  sees  his  mortgage  indebtedness 
increase  through  no  fault  of  his  own.  He  is  joining  cooperative  insti- 
tutuons  to  reduce  his  marketing  expense,  but  still  concfucts  his  busi- 
ness ait  a  loss. 

Now,  as  to  the  merits  of  the  two  bills  before  your  committee  for 
consideration— the  Norris-Sinclair  bill  and  the  McNarjr-Haugen  bill. 

The  Norris-Sinclair  bill  would  help  the  farmer  by  having  a  Govern- 
ment export  corporation  handle  the  surplus  at  cost.  It  is  the  sur- 
plus that  fixes  tne  price;  not  what  the  farmer  gets  for  his  wheat. 
The  tariff  does  not  benefit  him  one  bit.  If  the  export  corporation 
under  the  Norris-Sinclair  bill  pays  for  wheat  in  the  United  States 
more  than  it  is  worth  to  export,  the  Government  absorbs  the  loss. 
A  dangerous  precedent,  it  seems  to  me,  for  the  Government  to  estab- 
lish is  this. 

Under  the  McNary-Haugen  bill, the  exchange  value,  not  the  price, 
but  the  exchange  value  of  wheat,  is  determined  by  a  board  that  we 
believe  is  able  to  determine  that  value  and  the  growers  themselves 
absorb  the  loss  on  the  exportable  surplus.  In  other  words,  if  the 
growers  raise  more  wheat  than  our  domestic  market  will  consume 
at  an  exchange  value  below  the  cost  of  production,  they  themselves 
penalize  or  tax  themselves  and  their  excess  acreage  or  production. 

To  put  before  you  our  financial  conditions,  I  have  here  a  compiled 
statement  of  the  banks,  and  in  considering  this,  remember,  please, 
that  we  have  in  Oklahoma,  if  I  am  correctly  informed,  in  the  last  10 
years,  led  every  other  State  in  the  production  of  oil,  except  one. 
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.ina  that  was  last  year,  and  that  was  the  State  of  California  ako, 
and  it  hid  a  littTe  more  oil  than  we,  so  we  did  not  depend  altogether 
on  agriculture,  and  in  spite  of  that  our  bank  deposits  have  gone 
down      These  figures  that  I  am  about  to  quote  are  taken  from  the 

bank  commissioner's  report.  ^,ai,  annnnn    ;„   iQ9n  tho 

In  1919  bank  deposits  amounted  to  8165,660  000    1"   1920  the 

Ur>^cit«  wpre  ai48  032  000,  in  1921  they  were  $97,501,000,  m  1922 

iTwIre  $74,?}?oS2  and  in  1923  they  were  $68  531,000.     So,  with 

the  oil  money  thkt  comes  in  there,  our  deposits  have  gone  down 

from  $165,000,000  to  $68,000,000.  „  ii„   w  in  IQIQ 

Our  capital  stock  and  surplus  has  gone  down  equally,  f«»- '«  ^^^^ 

the  amount  of  that  was  $15,626,000,  m  1920  it  w^  «^Y?^'?a?^  ^ 

1921  it  was  $14,833,000,  in  1922  it  was  $11,153,000,  and  m  1923  it 

was  $9,770,000.  „,       .    ,        i.  .    i       » 

Senator  Harrison.  That  is  for  what  place? 

Mr  Hyde.  That  is  the  Oklahoma  banks.  ,  ^, ,  u         » 

Senator  Harbison.  Does  that  include  all  the  banks  of  Oklahoma? 

Mr.  Hyde.  All  the  State  banks. 
Senator  Harrison.  The  Stat«  banks  ? 

Mr   Hyde    Yes;  all  the  State  banks.     There  have  been  99  bank 
faikires  in  four  years,  and  there  were  5  in  the  first  22  days  of  January 

"^-me  &nal  Board  of  Farm  Organizations  at  their  annual  con- 
ference in  this  city  on  the  12th  and  13th  of  February  w«nt  on  record 
£  Morning  the  Idea  in  the  McNary-Haugen  bill.  The  following 
is  a  part  of  their  resolution: 

To  create  temporary  agencies  through  and  by  which  the  exportable  surplus 
nf  farm  or^dS^y  be  efficiently  marketed  abroad  under  such  terms  as  to 

ir^  marlcptinff  such  suFplus  may  be  distributed  equitably  to  an  proaucers. 

To  cause  th^^  of  the  United  States  to  use  all  expedient  measures 

not  inStent  with  national  policies  to  restore  economic  order  m  the  countries 
?W  ar^or  can  be  made  to  be  the  purchasers  of  our  surplus  farm  crops. 

ToTei^^anrntly^^ble  farmers  to  act  together  in  associations  to  prepare  for 

fqu'teWy  disWbut^  among  producers,  and  this  generally  along  the  hne  of  what 
is  known  as  the  pooling  plan. 

The  National  Board  of  Farm  Organizations  represents  more 
farmers  than  any  other  group.  Seventeen  State  and  National  a^o- 
dS  are  associated,  and  their  rule  is  that  every  organization 
must  be  satisfied,  and  it  is  not  a  majonty  rule. 

If  there  are  any  questions  that  the  committee  would  like  to  ask  me, 
I  would  be  glad  to  answer  them. 

The  Chairman.  Are  there  any? 

I  think  that  is  all,  Mr.  Hyde.  ^^r^incr 

Mr.  Hyde.  I  thank  you  gentlemen  for  this  opportunity  of  commg 

before  vou. 
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STATEMENT  OF   S.  E.   THOMPSON,   PAKMEE,    OF   PENDLETON, 

OEEG. 

Senator  MoNary.  Are  you  affiliated  with  any  farm  organizations  ? 

Mr.  Thompson.  I  belong  to  the  Farm  Bureau,  or  rather  did  some 
time  ago;  I  am  president  of  the  Oregon  Export  League  at  the  present 
time,  which  was  organized  to  get  back  of  this  legislation. 

Senator  McNary.  Senate  bill  No.  2012  ? 

Mr.  Thompson.  Yes;  and  we  have  an  organization  now  that  we 
have  just  started  recently,  about  three  weeks  ago,  and  we  have  an 
organization  numbering  about  7,000  people. 

Senator  Capper.  That  is  growing  pretty  fast  ? 

Mr.  Thompson.  Yes;  very  fast,  and  in  our  commimity  we  have 
had  a  wonderful  opportunity  of  getting  an  explanation  of  the  bill 
before  the  business  men  and  the  farmers.  We  have  the  bankers  and 
the  business  men  back  of  us;  they  have  joined  the  organization. 
There  is  a  small  fee  attached  to  the  membersnip. 

The  Chairman.  How  much  is  the  fee  ? 

Mr.  Thompson.  One  dollar  for  the  business  man  and  50  cents  for 
other  landowners.  I  could  have  brought  the  membership  list  down 
if  you  would  Uke  it. 

The  Chairman.  I  do  not  think  that  will  be  necessary. 

Mr.  Thompson.  It  is  the  general  sentiment  there  ttat  something 
must  be  done  for  the  farmer.  The  farmer  must  have  a  profit.  He 
has  gone  three  years  without  a  profit  and  during  those  three  years 
he  has  continually  sustained  a  loss.  It  is  the  general  sentiment  that 
the  farmer  must  have  more  for  his  product  if  he  continues  or  he  will 
have  to  buy  the  manufactured  product  cheaper.  Property  in  the 
section  to  which  I  refer  to  raises  wheat,  and  it  is  a  very  high  yield 
section  and  raises  wheat  probably  at  as  low  a  cost  as  any  other  sec- 
tion in  the  United  States,  but  at  quite  a  loss.  It  is  strictly  a  wheat 
coimtry  and  there  is  no  chance  for  diversification.  It  is  impossible 
to  diversify,  as  the  general  sentiment  is  out  there  that  the  farmer 
does  not  want  more  money;  they  have  borrowed  more  money  now 
then  they  should  have  borrowed.  It  is  not  a  question  of  that,  but 
it  is  a  question  of  making  a  profit  with  which  to  pay  off  their  present 
indebtedness,  and  this  bill  seems  to  have  met  witn  general  favor  with 
all  the  farmers  as  soon  as  they  understood  it  thoroughly,  and  also 
the  bankers;  we  have  the  big  financial  institutions  of  the  country 
back  of  it.     All  the  Portland  institutions  excepting  one  are  behind  it. 

Senator  Capper.  They  are  all  for  it  because  they  think  it  will 
raise  the  price  of  wheat  ? 

Mr.  Thompson.  Not  altogether.  Senator;  I  think  they  are  behind 
it  because  they  think  it  is  equitable  legislation.  The  miller  in  our 
country  is  supporting  us.  Ihe  grain  dealer  has,  in  a  way,  been 
fighting  the  bill  to  a  certain  extent  and  has  withdrawn  already  quite 
a  little  of  his  opposition.  That  is  about  all  the  opposition  we  ever 
encountered,  the  opposition  of  the  grain  exporter. 

The  Chairman.  Has  there  been  any  effort  made  in  organizing 
this  organization  to  set  up  for  its  object  the  passage  of  this  bill,  or  to 
get  the  laboring  class  behind  the  bill  ? 

Mr.  Thompson.  A  good  many  of  the  laboring  men  have  joined  the 
organization  and,  in  fact,  the  local  trades  council  in  Pendleton  in- 
dorsed the  bill,  and  we  feel,  from  looking  the  situation  oAer,  that  at 
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the  present  time  there  is  only  If  cents  value  of  ^o,f  'f?'\^-?^^ 
loaf  of  bread,  and  the  loaf  is  sold  for  10  cents.  We  fe^el  that  the^m- 
crease  in  the  price  of  wheat  should  not  increase  the  price  of  breaa, 
and  i?  It  aU  it'^would  only  amount  to  about  fifty-six  one  hundredths 

ThT  Chairman.  That  same  ailment  however  has  always  been 
used  since  I  have  been  in  public  life  whenever  there  has  been  at- 
tempted an  increase  in  the  cost  of  anything  connecte^  w.  h  produc- 
tion It  is  particularly  used  in  arguments  when  an  effort  is  made  to 
gTa  tariff  on  everything.  They  always  sav  that  the  f  J»ount  of  the 
tariff,  if  added  to  the  cost  of  the  article  would  be  ^^ff  ^  *^**  °.f  "l-^ 
would  notice  it  and  that  nobody  would  pay  any  attention  to  it  It 
is  the  same  argument  that  is  put  forth  when  talk  is  made  about 
LreLinHreS  rates  and  everything  of  that  .kind,  but  when  you 
^rsHLv  of  these  little  things  together  then^  in  the  'Aggregate  you 
STC  tiling  usually  and  the  tenaen^v.  /  think,  if  conceafcd  to  be 
that  when  vou  do  add;  a  little  something  of  that  kind  m  the  form  of  a 
tariff  or  increase  in  the  cost  of  a  commodity,  that  everyone  who 
h^dl^  it  passes  it  on  to  the  next.fellow,  and  when  the  consumer 
ultimately  gets  it  it  amounts  to  amte  a  good  bit. 

Mr  ^OMPSON.  Do  you  think  ^at  would  hold  true  m  the  case  of 

bread,  the  manufactured  product  now  which  the  ba^er  is  selling  at 

about  $28  out  of  a  barrel  of  flour  that  costs  i^"^^\f  ■  , ,    . 

The  Chairman.  I  never  can  say  m  any  case  that  it  wiU  be  _added. 

I  know  the  practical  result  is  that  they  do  add  it.     They  usually  add 

more  than  it  is,  simply  using  the  increase  as  an  excuse  to  put  up  the 

price  to  the  consumer     Here  is  a  report  here  this  morning  which  has 

?rt  come  out  on  the  bread  proposition  that  I  think  .5  quite  illummat- 

ng      \s  I  understand  it,  tW  claim  that  the  profits  of  the  retailers 

have  so  increased  that  there  is  practically  a  trust  or  a  combination. 

If  you  have  nothing  further  that  you  msh  to  say,  we  will  excuse 

you. 

(The  witness  retired.)  ,    ,      T„^4r 

The  Chairman.  Gentiemen,   I  have  here  a  copj-  of  the^  \f "« 

Board's  report  on  wheat  growing  m  the  Umted  States  and  Canada 

which  was  just  issued  yesterday  and  which  ^^^"^  tJi^^f'^^^'^Xhi 
cost  of  production  between  here  and  m  Canada,  and  I  think  it  ought 
to  be  submitted  and  it  ought  to  be  included  in  the  pnnted  report  of 
these  hearings.  I  have  also  here  a  report  on  the  bread  situation  that 
I  have  just  made  reference  to,  and  I  think  that  also  ought  to  go  m. 
If  there  is  no  objection,  I  will  direct  the  reporter  to  have  these  various 
reports  included  in  the  report  of  this  particular  heanng. 

There  being  no  objection,  it  is  so  ordered.  <■  n    „   > 

(The  documents  referred  to  are  here  printed  in  full,  as  foUows.) 

The  Bread  Tribote. 
[By  B.811  M.  Manly,  Director  People's  Legislativc^Servlce,  former  joint  chairman  National  War  Labor 

Housewives  and  farmers,  city  folk  and  country  folk,  factory  workers  and  farm 
workers  all  have  a  common  interest  and  a  common  basis  for  indignation  and 
Toncern'in  the  unconscionable  discrepancy  that  exists  between  the  price  of  wheat 

""Thela^te'sef  fortMn  this  report  indicate  strongly  that  the  present  high  price 
of  bread  is  not  onlv  levvine  heavv  tribute  upon  every  man,  woman,  and  child 
?hatS?s  the  baWs  product,  but  that  this  indefensibly  high  price  of  bread  m 
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the  United  States  is  in  large  measure  responsible  for  the  deplorable  condition 
of  American  wheat  farmers. 

The  facts  also  demonstrate  that  this  situation  is  not  and  will  not  be  corrected 
by  the  operation  of  economic  forces.  The  law  of  supply  and  demand  does  not 
operate  in  this  field.  The  necessity  for  governmental  action  is  obvious  and 
imperative. 

The  year  1923  has  been  one  of  the  most  disastrous  for  the  wheat  farmer,  but 
it  has  been  one  of  the  most  prosperous  for  everyone  who  handled  the  wheat 
after  it  left  the  farmer.  Many  thousands  of  wheat  farmers  have  been  driven 
into  bankruptcy  and  forced  to  abandon  their  homes.  Yet  bread  users  in 
America — and  this  means  practically  every  man,  woman,  and  child — are  paying 
war-time  prices  for  bread. 

During  recent  months  the  price  of  wheat  has  fallen  almost  as  low  as  it  was  in 
the  depressed  pre-war  year  1913,  and  yet  the  people  in  American  cities  are  pay- 
ing 50,  75,  and  even  90  per  cent  more  for  bread  than  they  did  before  the  war. 
Viewed  from  another  angle,  the  price  of  wheat  is  now  less  than  half  as  great  as 
it  was  in  1917,  and  yet  the  price  of  bread  remains  almost  as  high  as  during  that 
year  of  war-time  profiteering,  when  millers,  jobbers,  bakers,  and  retailers  lined 
their  pockets  with  gold. 

If  the  price  of  bread  was  reduced  in  proportion  to  the  fall  in  wheat  since  1917, 
bread  would  now  sell  for  4.4  cents  a  pound.  On  the  other  hand,  if  wheat  prices 
had  been  maintained  as  bread  prices  have  been  since  1917,  wheat  would  now  be 
selling  in  Minneapolis  for  $2  a  bushel. 

If  any  Government  should  levy  taxes  as  oppressive  as  private  industry  now 
imposes  on  the  bread  of  the  American  people,  revolution  would  be  inevitable. 

SOME    STARTLING    STATISTICS. 

Only  a  few  figures  are  necessary  to  present  a  clear  picture  of  the  general  situa- 
tion. The  pre-war  year  1913  may  be  taken  as  a  standard.  In  that  year  wheat 
on  the  farm  sold  for  an  average  price  of  79.4  cents  per  bushel,  while  flour  at  retail 
brought  3.3  cents  per  pound  and  bread  5.6  cents  per  pound  retail.  This  year, 
in  November,  the  last  month  for  which  complete  figures  are  available,  wheat 
sold  for  92.3  cents  per  bushel  on  the  farm,  while  flour  at  retail  brought  4.6  cents 
and  bread  8.7  cents  per  pound  retail.  That  is,  in  10  years  since  1913  wheat 
has  advanced  in  price  16  per  cent,  flour  39  per  cent,  and  bread  55  per  cent. 

The  price  of  flour  has  therefore  increased  more  than  twice  as  much  as  wheat, 
and  the  price  of  bread  more  than  three  times  as  much. 

In  this  connection  it  should  be  stated  that  even  before  the  war  the  price  of 
bread  in  the  United  States  was  outrageously  high  as  compared  with  other  coun- 
tries. It  is  an  old  adage  of  the  baking  trade  that  there  is  a  good  profit  for  the 
baker  when  the  price  of  bread  per  pound  is  equal  to  the  price  of  flour  per  pound. 
This  arises  out  of  the  fact  that  because  of  the  absorbed  moisture  a  pound  of 
flour  produces  a  pound  and  a  third  of  bread.  The  third  of  a  pound  excess  is 
sufl5cient  to  enable  the  baker  to  pay  his  expenses  and  make  a  reasonable  profit. 

This  is  stated  by  Vernon  Kellogg  and  Alonzo  E.  Taylor  of  the  United  States 
Food  Administration  in  their  work  on  "The  food  problem,"  as  follows: 

"Despite  the  fact  that  the  price  of  grain  was  distinctly  higher  than  the  pre- 
war level,  the  cost  of  bread  (in  Germany)  was  maintained  at  practically  the 
pre-war  figure.  The  formula  by  which  this  was  accomplished  was  one  that  had 
been  worked  out  in  Belgium  by  the  American  Relief  Commission  during  the 
first  year  of  the  war,  and  runs  to  the  effect  that  the  price  of  bread  per  pound 
must  not  exceed  the  price  of  flour  per  pound." 

As  will  be  shown  later,  this  is  the  rule  to-day  in  England,  where  bread  baked 
with  American  flour  sells  for  the  same  price  per  pound  as  flour,  and  for  less  than 
half  as  much  as  the  price  in  American  cities  located  in  the  heart  of  the  wheat 

belt. 

As  will  be  seen  from  the  figures  quoted  above,  the  price  of  bread  per  pound 
in  1913  was  2.3  cents  greater  than  even  the  retail  price  of  flour.  But  this  un- 
justifiably high  margin  has  been  increased  until  now  in  American  cities  bread 
is  selling  for  4.1  cents  per  pound  more  than  the  retail  price  of  flour. 

In  other  words,  the  present  price  of  bread  in  the  United  States  is  twice  as 
great  as  it  should  be.  The  loaf  that  sells  to-day  for  10  cents  can  and  should 
be  sold  for  5  cents.  A  pound  of  bread  is  actually  being  sold  in  England  to-day 
for  4  cents,  after  paying  ocean  freights  and  harbor  charges  on  wheat  from 
America,  the  Argentine,  and  Australia. 
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President  Coolidge,  in  his  recent  address  to  Congress,  strongly  denounced  the 
existence  of  war  taxes  in  times  of  peace.  Against  this  view  it  may  well  be 
argued  that  a  government  is  justified  in  continuing  to  levy  war  taxes  until  war 
debts  are  paid.  But  who  can  find  justification  for  a  government  that  placidly 
permits  private  industry  to  levy  a  toll  as  high  or  higher  than  it  extorted  under 
the  alleged  necessities  of  war  upon  the  essential  food  of  the  poorest  and  weakest 
of  the  population? 

In  1917  the  United  States  was  at  war,  and  the  world  demand  had  forced  the 
still  uncontrolled  price  of  wheat  to  heights  never  before  known  in  America. 
Bread  prices  rose  correspondingly.  Since  that  time  the  American  farmer  has 
been  deflated  in  the  most  colossal  crash  of  property  values  ever  known.  But 
the  bread  profiteers  have  not  been.  On  the  contrary,  the  price  of  bread  is  to-day 
practically  the  same  as  it  was  in  1917. 

Let  us  look  at  the  figures.  In  September,  1917,  the  price  of  wheat  on  the  farm 
was  $2.10  per  bushel,  and  bread  was  selling  for  9.2  cents  per  loaf.  In  September, 
1923,  wheat  had  fallen  to  93  cents  a  bushel  but  the  bread  price  remained  practically 
unchanged  at  8.7  cents  per  pound.  The  price  of  bread  had  declined  5.4  per  cent , 
but  the  price  of  wheat  had  dropped  55.6  per  cent.  The  deflation  of  wheat  is 
therefore  10  times  as  great  as  the  deflation  of  bread. 

On  the  basis  of  the  present  price  of  wheat,  as  compared  with  1917,  bread  should 
be  selling  at  5  cents  a  loaf,  while  on  the  basis  of  present  prices  of  bread,  as  com- 
pared with  1917,  wheat  should  sell  at  $2  a  bushel. 

BRITISH    BREAD    AT    HALF    PRICE. 

Before  proceeding  further  in  our  analysis  of  the  bread  problem,  it  is  well  to 
forestall  the  idea  that  there  may  be  some  basis  in  the  play  of  world-wide  economic 
forces  for  this  amazing  difference  in  the  price  levels  of  bread  and  wheat.  This 
may  be  accomplished  most  simply  by  a  brief  examination  of  the  situation  in 
England. 

The  Labor  Gazette  of  the  British  Ministry  of  Labor  shows  that  on  November  1, 
1923,  the  average  price  of  bread  in  England  was  S^d.  for  4  pounds.  This  was  a 
decrease  of  \d..  during  the  past  6  months,  corresponding  to  the  decline  in  wheat 
prices.  At  par  S^d.  is  equal  to  17  cents  in  American  money  for  4  pounds,  or 
4i  cents  per  pound.  But  at  current  rates  of  exchange — and  the  English  must 
pay  for  American  flour  in  dollars — Id.  is  equal  to  1.83  cents.  This  brings  the 
English  retail  price  of  bread  in  American  currency  to  3.9  cents  per  pound. 

The  Englishman,  therefore,  pays  less  than  4  cents  for  the  same  amount  of 
bread  for  which  the  American  pays  nearly  9  cents. 

The  first  explanation  of  this  wide  discrepancy  that  comes  to  mind  is  naturally 
the  great  difference  in  American  and  English  wages.  When  we  go  beneath  the 
surface,  however,  we  find  this  largely  offset  by  the  widespread  use  of  labor-saving 
devices  in  the  United  States.  As  a  result  the  American  labor  cost  is  only  half  a 
cent  a  pound  more  than  the  English. 

Some  allowance  should  also  be  made  for  the  fact  that  the  Englishman,  as  a  rule, 
buys  his  bread  in  4-pound  loaves,  and  thus  saves  the  cost  of  handling.  But 
even  if  we  allow  half  a  cent  a  pound  to  cover  this  item  and  half  a  cent  for  higher 
labor  cost,  the  American  still  pays  almost  twice  as  much  for  his  bread  as  the 
Englishman. 

I  have  already  pointed  out  that  in  England  bread  sells  on  the  honest  basis  of 
the  same  price  per  pound  as  the  price  of  flour.  As  a  matter  of  fact,  it  is  slightly 
less.  Here  are  the  figures.  On  November  1,  1923,  according  to  the  British 
Labor  Gazette,  the  retail  price  of  flour  in  England  was  Is.  3d.  for  7  pounds. 
At  current  rates  of  exchange,  this  is  3.93  cents  per  pound  for  flour,  as  compared 
with  3.90  cents  per  pound  for  bread. 

The  Enghsh  bread  is  not  Government  subsidized,  nor  is  the  price  artificially 
restricted  by  law.  The  English  loaf  is  merely  free  from  the  burden  of  excessive 
profits  and  wasteful  costs  that  are  imposed  upon  American  bread. 

PIRATICAL    PROFITEERING. 

We  have  now  gone  far  enough  in  our  analysis  to  raise  and  attempt  to  answer 
the  question,  Who  gets  the  money? 

In  a  broad  way,  the  answer  is  simple — the  miller,  the  jobber,  the  baker,  the 
retailer,  and  the  railroad.  Apparently  everyone  that  handles  wheat,  flour,  or 
bread — except  the  farmer — finds  gold  sticking  to  his  fingers. 
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On  page  43  of  his  report  to  President  Coolidge  on  "The  Wheat  Situation,"  the 
Secretary  of  Agriculture  displays,  without  explanation  or  comment,  a  diagram 
purporting  to  show  the  relative  amounts  and  proportions  of  the  seUing  price  of  a 
pound  of  bread  received  bv  each  of  the  principal  factors  in  its  production  and 
distribution — the  farmer,  the  miller,  the  railroad,  the  baker,  and  the  retailer. 

The  following  figures  extracted  from  that  diagram  can  not  for  the  reasons  set 
forth  below,  be  accepted  to  represent  with  entire  accuracy  the  existing  situation, 
but  they  are  the  best  figures  of  the  kind  available  and  suflBcient  to  indicate  the 
relative  shares  received  by  each  of  the  factors  in  1913  and  1923: 

Distribution  of  the  retail  price  of  a  ^-pound  loaf  of  bread  in  Washington,  D.  C. 
iCompUed  from  report  of  Secretary  of  Agriculture  on  "The  Wheat  Situation,"  p.  43.] 


Wheat  growers'  portion  (amount  of  wheat  required  to  mill  standard  patent  flour  for 
16  ounces  of  bread) 

Elevator  margin 

Freight  charges  (wheat  to  Minneapolis) 

MiUmg  margin 

Freight  charges  (flour,  Minneap<dis  to  Washington) 

Materials  other  than  flour •-  •  •  •  • -  -  - 

Bakers'  margin  (manufacturing,  delivery,  and  selling,  administraticm,  plant  main- 
tenance, profit,  or  loss) •  •  -  —  uv  ■  • ;  •  •  •: 

Retailers'  margin  (labor,  delivery,  store  maintenance,  credit,  profit,  or  loss) 

Total 


» These  items  are  not  In  accordance  with  Information  from  other  sources.  Present  eanJng^  of  flour  mflls 
indicate  a  considerable  increase  in  the  milling  margin  over  1913.  With  reference  to  the  "cost  of  other 
materials,"  It  Is  Inconceivable  that  the  cost  of  these  materials  has  Increased  more  than  200  per  cent  unless  a 
different  bread  formula^is  used.  Of  the  principal  "other  matM-ials"  used  in  bread,  condensed  muk  has  to- 
creased  only  32  per  cent,  sugar  110  per  cent,  and  lard  21  per  cent. 

It  may  be  observed,  in  the  first  place,  regarding  these  figures  that  unless  the 
formulas  used  at  the  two  periods  were  widely  diflFerent,  it  is  impossible  that  there 
should  have  been  an  increase  of  228  per  cent  in  the  item  "cost  of  other  materials. 
The  use  of  different  formulas  for  the  two  periods  appears  to  be  unjustifiable. 
The  figures  on  the  millers'  mardn  are  also  open  to  question,  as  will  be  pointed 
out  when  we  come  to  consider  the  profits  of  the  milling  corporations. 

Overlooking  these  minor  points,  however,  we  may  concentrate  attention  on 
the  main  point — the  relatively  insignificant  cost  of  wheat  in  relation  to  the  cost 
of  bread.  The  wheat  growers'  portion  of  a  9-cent  loaf  in  1923  is  only  1.47  cents 
as  compared  with  1.17  cents  out  of  a  5i-cent  loaf  in  1913.  The  farmers'  shajre 
of  the  bread  price  is  16  per  cent  now  as  compared  with  21  per  cent  before  the 

war. 

With  this  somewhat  unsatisfactory  analysis  of  the  component  costs  of  a  loaf 
of  bread  as  a  starting  point,  we  may  now  proceed  to  a  consideration  of  the  profits 
realized  in  the  production  and  distribution  of  bread. 

THE    millers'    profits. 

We  come  first  to  the  millers.  Unfortunately,  most  of  the  flour  milling  corpora- 
tions do  not  publish  their  profits,  perhaps  because  they  have  something  to  conceal. 
As  a  result,  the  reports  available  for  1922  and  1923  are  fragmentary  and  do  not 
reveal  the  true  situation,  except  in  the  light  of  other  data. 

In  1919,  however,  in  response  to  a  Senate  resolution,  the  Secretary  of  the 
Treasury  was  required  to  report  the  profits  of  American  corporations  which 
earned  15  per  cent  or  more  on  their  capital  stock  as  revealed  by  their  corporation 
and  excess  profits  tax  returns  for  the  years  1916  and  1917.  These  figures  were 
published  in  Senate  Document  259 — one  of  the  most  valuable  reports  ever 
printed.  This  official  report  shows  that  the  milling  corporations  in  both  these 
years  made  profits  that  stagger  the  imagination.  Unfortunately,  under  the 
secrecy  clause  of  the  revenue  law,  this  report  does  not  give  the  names  of  the 
companies;  but  a  few  figures  are  sufficient  to  show  how  these  corporations  fared 
while  the  soldiers  were  in  the  trenches,  and  to  indicate  their  probable  profits 

Taking  only  the  largest  milling  companies — those  with  capital  stock  of  $300,000 
and  over — we  find  that  they  had  net  incomes  in  1917  averaging  49.1  per  cent  of 
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their  capital  stock  and  ranging  as  high  as  182  per  cent.  This  is  f^t^r  the  pay- 
ment  of   manufacturing   expenses,    interest   on    borrowed    capital,    and    liberal 

allowances  for  depreciation.  .         .  i.     r  *i,« 

These  figures  mav  also  be  compared  with  those  given  in  the  report  of  the 
Federal  Trade  Commission  on  commercial  wheat  flour  milling,  which  show  tnat 
the  average  profit  for  37  companies  in  1916-17  was  38.4  per  cent  on  an  investment 
of  $55,382,957,  including  money  borrowed  at  low  rates  of  interest. 

TheLe  figures  mean  that  the  profits  on  flour  during  this  war  period  were  so 
great  that  the  earnings  of  two  or  three  years  would  have  been  sufficient  to  pay 
up  all  outstanding  capital  stock  or  retire  the  investment.  In  other  words,  the 
people  of  the  United  States  paid  for  the  entire  business  in  two  or  three  years  ol 

^^These^ are!'  however,  average  figures.  When  we  look  below  the  surface  we 
discover  profits  that  stagger  the  imagination.  For  example,  the  company  benng 
fhe  code  number  F-8-29:with  a  capital  stock  of  $100,000,  had  a  net  m pome  of 
$256,886,  or  257  per  cent  on  its  capital  stock  in  1917  and  114  P^r  cent  in  191b. 
Now  it  is  quite  true  that  this  corporation  claimed  an  investment  of  $455,U5b, 
but  we  mav  be  quite  sure  that  this  so-called  investment  represented  property 
purchased  either  with  money  borrowed  at  6  or  7  per  cent  or,  even  more  probably, 
with  the  excess  profits  of  previous  years.  As  a  matter  of  fact,  in  the  case  of  the 
majority  of  these  industrial  companies,  it  is  notorious  that  their  common  stock 
was  given  as  a  bonus  to  bondholders  or  preferred  stockholders,  and  did  not 
represent  a  cent  of  actual  investment. 

Here  are  other  examples  from  Senate  Document  No.  2o9  (pp.  89-93,  and  3b5; . 

Flour  milling  compayiies,  per  cent  of  net  income  on  capital  stock. 

1917.  1916. 

Code  No.  F-8-40 387.6  18.9 

Code  No.  F-8-61 659.6  314.5 

Code  No.  F-8-67 387.1  159.2 

Code  No.  F-8-228 306.7  89.5 

:Code  No.  F-8-236 787.  4  694.  0 

.Code  No.  F-8-253 546.3  108.  b 

Code  No.  F-8-268 440.  1  291.  d 

Code  No.  F-8-10  Sup 991-7  374.3 

Code  No.  F-8-12  Sup ^' qra  I  9qs  q 

Code  No.  F-8-13  Sup 986.  4  298.  9 

These  10  companies,  whose  identities  are  concealed  by  the  secrecy  clause  of 
the  income  tax  law,  had  profits  ranging  from  a  minimum  of  306  per  cent  to  a 
maximum  of  2,628  per  cent. 

We  may  be  quite  sure  that  these  profits  are  not  exaggerated  because  they  are 
the  amounts  reported  bv  the  corporations  themselves  as  a  basis  Tor  the  payment 
of  income  and  excess  profits  taxes.  Judging  from  recent  official  exposures  of 
war  time  tax  dodging,  we  may  be  sure  that  in  some  cases  at  least  even  these 
unbelievable  profits  are  understatements. 

The  report  of  the  Federal  Trade  Commission  on  flour  milling  cited  above 
shows  how  these  profits  were  made.  It  points  out  (p.  87)  that  the  average  rate 
of  profit  per  barrel  of  flour,  after  the  payment  of  interest,  increased  from  14  cents 
in  1913-14  to  55  cents  in  1916-17  and  65  cents  in  1917-18. 

The  profit  per  barrel  of  flour  in  the  two  war  years  was  more  than  300  per  cent 
greater  than  the  pre-war  profit,  and  because  of  the  world-wide  demand  there 
were  more  barrels  of  flour  on  which  to  levy  these  excessive  profits. 

PRESENT    PROFITS. 

These  figures  on  the  war  profits  of  the  millers,  which  were  supposed  to  be 
regulated  by  Mr.  Hoover  and  the  Food  Administration,  are  not  cited  for  the 
purpose  of  exposing  war-time  profiteering,  but  for  the  light  they  may  throw  on 
the  probable  present  profits  on  flour. 

It  will  be  remembered  that  in  1917,  when  these  exorbitant  profits  were  earned, 
wheat  was  selling  for  twice  its  present  price  and  flour  was  almost  correspondingly 
high.  Since  that  time  the  price  of  wheat  has  fallen  more  than  the  price  of  flour, 
leaving  a  larger  margin  for  the  miller.  To  be  exact,  the  price  of  No.  1  northern 
wheat  at  Minneapolis  had  fallen  in  November  of  this  year  52  per  cent  below  the 
average  for  1917,  while  the  wholesale  price  of  flour  (standard  patents),  also  at 
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Minneapolis,  had  fallen  only  47  per  cent.  At  the  same  time  the  price  of  bran, 
which  the  miller  sells  back  to  the  farmer,  had  declined  only  21  per  cent. 

All  other  things  being  equal,  these  facts  mean  that  the  milling  companiBS 
should  be  making  larger  profits  this  year  than  they  did  in  1917.  There  is,  how- 
ever, a  factor  that  may  upset  these  calculations.  The  millers  now  claim  that 
since  1917  the  bakeries  in  many  parts  of  the  country  have  either  combined  into 
large  corporations  or  have  pooled  their  purchases.  Through  this  consolidated 
purchasing  power  they  have  been  able  to  extort  from  the  millers  very  low  prices 
for  flour  for  commercial  baking  purposes,  which  has  been  estimated  to  represent 
between  40  and  50  per  cent  of  the  total  sales.  The  ordinarv  consumer  who  buys 
flour  retail  does  not,  of  course,  share  in  these  lower  prices,  but  on  the  contrary 'is 
charged  more  to  make  up  for  the  alleged  extortion  of  the  consolidated  bakers. 

Following  is  an  extract  from  a  letter  which  formulates  the  millers'  charges 
against  the  bakers'  trust: 

"December  15,  1923. 

"It  seems  that  the  large  bakers  throughout  the  United  States,  or  at  least, 
somewhere  between  fifty  or  a  hundred  of  them,  have  got  together  and  organized 
a  sort  of  a  trust,  absorbing  all  their  interests.  Then  thev  have  made  arrange- 
ments to  buy  flour  through  one  buyer.  The  result  is  that  thev  are  putting  a  good 
many  of  the  mills  out  of  business. 

"They  are  buying  flour  at  a  low  price,  but  the  public  does  not  get  any  benefit 
from  the  deal.  In  other  words,  wheat  is  around  80  cents  out  here  and  bread  is 
selling  at  the  same  price  as  it  did  during  the  war  when  wheat  was  something  like 
as  high  as  $2.40.  There  is  no  doubt  but  what  there  is  a  violation  of  the  Sherman 
antitrust  law." 

These  charges  should  be  investigated,  not  only  in  the  interests  of  the  millers 
who  claim  they  are  being  put  out  of  business  by  the  pressure  of  the  bakers'  com- 
bined purchasing  power,  but  also  for  the  benefit  of  the  general  public  that  is 
being  made  to  pay  high  prices  for  flour  to  equalize  the  alleged  extortions  of  the 
bakers. 

Current  financial  reports  for  flour  milling  companies  are  so  meager  as  to  afl^ord 
little  or  no  basis  for  checking  these  statements.  There  is  no  basic  industry 
which  so  successfully  conceals  the  facts  about  its  operations.  Regarding  such 
well-known  companies  as  Washburn-Crosbv,  we  find  onlv  such  statements  as  the 
following  from  the  Wall  Street  Journal  of  October  2,  1923: 

"Net  earnings  for  the  past  10  years  after  deducting  all  taxes  and  depreciation 
have  averaged  over  $2,494,000  per  annum,  or  over  five  times  the  annual  dividend 
requirements  upon  the  preferred  stock." 

As  the  outstanding  preferred  and  common  stock  of  the  Washburn-Crosby  Co. 
are  both  $7,000,000,  this  means  earnings  at  the  rate  of  28  per  cent  on  the  common 
stock,  after  allowing  for  a  7  per  cent  dividend  on  the  preferred  stock.  We  may 
also  note,  incidentally,  that  the  Washburn-Crosby  Co.  has  accumulated  surplus 
and  undivided  profits  amounting  to  $4,441,776. 

The  Standard  financial  manuals  report  for  the  Pillsburv  Flour  Mills  Co.: 

"Authorized  capital  stock  $5,000,000,  increased  from  $3,000,000  bv  a  150  per 
cent  stock  dividend,  April  8,  1920.     Does  not  furnish  report  of  earnings." 

Reorganization  of  the  Pillsbury  Flour  Mills  Co.  was  completed  during  the  past 
throe  months,  involving  an  increase  of  capital  stock  from  $5,000,000  to  $12,500,- 
000.     This  would  seem  to  indicate  large  current  earnings. 

Other  - 

Milling 

Co.,  stock 

November,  1920,  60  per  cent.     Through  these  cumulative  dividends  the  stock 

of  this  company  has  been  increased  to  three  and  one-half  times  its  original  amount 

without  a  dollar  of  investment  by  the  stockholders. 

THE    bakers'    profit. 

Current  financial  reports  of  the  profits  of  baking  companies  are  somewhat  more 
satisfactory  because  some  of  the  big  baking  corporations  have  recently  listed 
their  securities  on  the  stock  exchanges  and  are  therefore  compelled  to  make  some 
report  of  their  earnings. 

Before  plunging  into  these  statistics,  however,  we  may  consider  the  following 
illuminating  statement  regarding  bread  profits  in  the  advertisement  of  the  Purity 
Baking  Co.  bonds,  published  in  financial  journals  of  February,  1923: 

"The  baking  industry,  furnishing  a  prime  necessity  of  life,  has  demonstrated 
that  almost  alone  among  our  national  industries,  it  thrives  in  depressed  as  well 
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as  in  prosperous  times.     The  business  is  done  on  practically  a  cash  basis,  the 
turnover  is  verv  rapid,  and  the  inventories  are  small  and  very  hquid. 

This  frank  statement  seems  quite  conservative  when  we  examine  the  records 

of  some  of  the  companies.  ...  .  4. 

As  war-time  profiteers,  the  bakers,  according  to  their  tax  reports,  were  not 
quite  the  equals  of  the  millers.  The  larger  corporations,  having  outstanding 
stock  of  $300,000  or  more,  reported  average  profits  of  27  per  cent  on  their  capital 
stock,  according  to  the  figures  given  by  the  Secretary  of  the  Treasury  in  Senate 

^  Here^ai-e,'  however,  some  of  the  more  spectacular  profits  reported  in  the  same 
official  document  (pp.  80-83) : 

Baking  companies,  per  cent  of  net  income  on  capital  stock. 

1917.  1016. 

^    ,    ^^   P  ,   o  267.9     125.8 

CodeNo.  F-1-3   3^3^ 

Code  No.  1^-1-1-6 oic    7       ie:Q    Q 

Code  No.  F-1-70 218.  7     15^  6 

Code  No.  F-1-107 |37.  4     218.  b 

CodeNo.  F-1-148 if^  ?,     ,^^? 

Code  No.  F-1-170 jf^  ^     \^  \ 

Code  No.  F-1-189 ^^*;  {     f^S'  i 

CodeNo.  F-1-205 272.3     108.8 

While  these  profits  are  not  quite  as  exorbitant  as  those  shown  in  the  same 
year  by  the  millers,  it  may  be  noted  that  the  most  profitable  period  for  the  bakers 
was  not  during  this  war  period  when  the  price  of  wheat  and  flour  was  advancing 
faster  than  the  retail  price  of  bread  could  well  be  inflated  but  later  when  the 
price  of  wheat  and  flour  crashed  down  and  left  the  price  of  bread  elevated  above 

^"^The  avera'ge^retail  price  of  bread  for  the  United  States  in  1917  according  to 
the  Bureau  of  Labor  Statistics,  was  9.2  cents  a  pound,  a^d  by  October,  1923, 
had  fallen  onlv  to  8.7  cents,  or  5  per  cent.  The  price  of  flour  in  the  meantime 
had  fallen  47  per  cent  and  the  price  of  wheat  52  per  cent.  The  material  out  of 
which  bread  is  made  had  fallen,  therefore,  10  times  as  much  as  the  price  of  bread. 

If  the  price  of  bread  had  fallen  as  much  as  the  pnce  of  wheat,  bread  would 
now  sell  at  4.4  cents  a  pound.  And  the  bakers  were  not  exactly  bankrupt  in 
1917.  If  the  price  of  wheat  had  been  maintained  as  the  price  of  bread  has  been, 
wheat  at  Minneapolis  would  to-day  sell  for  $2  a  bushel.       ^^        .  .     .      ., 

We  shall  consider  a  little  later  the  bearing  of  certain  other  elements  in  the 
cost  of  bread,  including  labor,  but  for  the  present  it  is  sufficient  to  state  that 
these  are  all  minor  elements  of  cost,  too  small  to  offset  this  great  decline  in  the 
price  of  the  principal  raw  material,  while  the  price  of  bread  remains  practically 

^"u  would  seem  to  follow,  therefore,  that  the  present  profits  of  baking  com- 
panies must  be  ev€5n  greater  than  the  extraordinary  profits  already  shown  for 

1917. 

the  general  baking  CO. 

As  indicating  the  accuracy  of  this  conclusion,  a  study  of  the  General  Baking 
Co.  is  illuminating.  Fortunately,  this  corporation  publishes  fairly  coniplete 
financial  statements.     The  Ward  Baking  Co.  and  several  of  the  other  big  bread 

^^The  "most  recent  reports  available  for  the  General  Baking  Co.  show  that  this 
corporation  in  1922  earned  at  the  rate  of  117  per  cent  on  each  share  of  its  original 
common  stock,  and  in  that  vear  declared  two  stock  dividends,  one  of  100  per 
cent  in  Januarv  and  one  of  200  per  cent  in  December. 

This  is  not  mv  calculation  but  that  of  the  highly  conservative  Wall  Street 
Journal  of  February  24,  1923,  as  set  forth  in  the  follm^-mg  quotaV^n*-    .      , 

"Report  of  General  Baking  Co.  for  year  ended  December  31,  1922,  shows 
net  profit  of  $4,701,422,  equivalent  after  preferred  dividends  to  $9 -60  a  share 
on  415,734  shares,  no  par  common,  or  $117.18  a  share  earned  on  '^4,000  shares 
$100  par  common  outstanding  December  31,  1921;  and  compares  with  $45.54 
earned  in  that  year  and  $14.29  a  share  earned  in  1920. 

This  is  trulv 'turning  bread  into  gold!  .  .     ,   ,    x  .,. 

The  earnings  for  1923  have  not  yet  been  published,  but  there  is  every  reason 
to  believe  that  they  are  in  excess  even  of  the  extraordinary  earnings  of  117  per 
cent  in  1922.  This  is  shown  bv  the  following  quotation  from  Financial  America 
of  May  24,  1923: 
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GENERAL    BAKING    CO. — CAPACITY    OPERATIONS LARGER    EARNINGS. 


"Company  is  operating  at  capacity  rate  and  earnings  so  far  this  year  are  in 
excess  of  those  in  1922,  it  is  stated.  It  is  anticipated  that  the  present  high 
earnings  will  continue  throughout  the  remainder  of  the  year." 

117    PER    CENT   PROFIT    ON    WATER. 

These  extraordinary  profits  of  117  per  cent  and  over  on  the  common  stock 
of  the  General  Baking  Co.  would  be  indefensible  even  if  they  represented  earnings 
on  the  investment  of  actual  dollars  by  stockholders  under  conditions  of  great 
risk.     But  they  do  not. 

The  common  stock  of  the  General  Baking  Co.  does  not  represent  actual  in- 
vestment by  the  stockholders.     It  is  water. 

When  the  General  Baking  Co.  was  organized  by  the  consolidation  of  20  com- 
panies in  1911,  the  Audit  Co.,  of  New  York,  reported  the  present  value  of  all 
its  real  estate,  buildings,  machinery,  and  equipment  to  be  $3,631,796.  This  was 
less  than  the  amount  of  its  $3,428,000  of  first  mortgage  bonds,  plus  its  $400,000 
of  gold  notes  then  outstanding.  The  other  large  item  in  its  assets — "Invest- 
ments in  other  corporations" — was  less  than  one-third  of  its  preferred  stock. 
There  was,  therefore,  nothing  behind  its  $3,400,000  of  common  stock  and  more 
than  half  its  preferred  stock  except  the  $6,899,599  of  "good  will,"  which  first 
appears  separately  in  the  balance  sheet  of  December  31,  1912. 

THREE    HUNDRED    DOLLARS    FOR    ONE. 

This  is  indicated  by  the  spectacular  rise  of  the  common  stock. 

General  Baking  Co.  common  stock. ^ 
[Price  per  share  of  original  issue. | 


1912 $20 

1913 23 

1914 No  quotation. 

1915 7 

1916 2 

1917 3 


1918. 
1919. 
1920. 
1921. 
1922. 
1923. 


$8 

27 

38 

125 

332 

618 


Two  dollars  invested  in  General  Baking  common  in  1916,  just  before  we 
entered  the  World  War,  are  now  worth  $618.  In  seven  years,  one  dollar  becomes 
three  hundred  and  nine.  This  is  an  increase  of  30,899  per  cent.  All  because  the 
American  people  are  paying  war  prices  for  their  bread. 

This  huge  advance  in  value  was  brought  about  and  to  some  measure  con- 
cealed by  two  huge  stock  dividends  in  a  single  year.  The  first  stock  dividend 
of  100  per  cent  was  declared  in  January,  1922,  presumably  to  conceal  the  earnings 
of  45  per  cent  on  the  common  stock  in  1921.  The  earnings  of  the  General  Baking 
Co.  in  1922  were  so  enormous  that  a  second  stock  dividend  of  200  per  cent  was 
distributed  as  a  Christmas  present  in  December,  1922.  The  first  of  these  stock 
dividends  gave  each  shareholder  two  shares  of  stock  for  each  one  originally  held, 
and  the  second  multiplied  this  by  three.  Thus  each  shareholder  not  only  received 
in  1922  six  shares  of  stock  for  each  one  they  held  at  the  beginning  of  the  year, 
but  under  the  beneficent  ruling  of  the  Supreme  Court  they  were  permitted  to 
evade  taxation  on  these  huge  melons. 

These  profits  went  chieflv  to  the  "insiders."  As  the  Wall  Street  Journal  of 
December  23,  1922,  said: 

"General  Baking  did  not  come  on  the  stock  exchange  until  last  June  and  the 
stock  has  always  been  closely  held.  Its  rise,  however,  quietly  accomplished,  has 
been  amazing.  Two  years  ago  shares  of  the  34,000  outstanding  common  were 
quoted  below  25.  To-day  holders  of  these  same  shares  have  six  shares  paying 
$4  a  share  and  selling  around  60." 

1  Quotations  are  based  on  value  of  original  issue  of  common  stock.  A  stock  dividend  of  100  per  cent  in 
January,  1922,  gave  each  stockholder  two  shares  for  one  and  a  second  stock  dividend  of  200  per  cent  In 
December,  1922,  multiplied  these  shares  by  three,  giving  each  stockholder  six  shares  for  the  one  he 
originally  held  at  the  beginning  of  the  year.  The  quotations  on  the  inflated  issues  were  168  in  1922  and  103  J 
In  1923.  Stock  quotations  for  1912-1921  are  from  Moody's  Analyses  of  Industrials;  for  1922-23  are  from 
the  Commercial  and  Financial  Chronicle. 
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solidation  this  corporation  now  owns  bakeries  in  Akron,  Ohio,  Omaha,   L»enver, 
Pueblo,  Colo.;  Los  Angeles,  and  Hammond,  Ind.: 

Net  earnings,  applicable  to  interest,  taxes,  and  depreciation: 
[Commercial  and  Financial  Chronicle,  June  11, 1923.1 


Net  earn- 
ings avail- 
able for 
interest, 
taxes  and 
deprecia- 
tion. 

Times 
interest 
earned. 

Depre- 
ciation. 

1918 

1919 . 

1920 

1921 

1922 

$289,266 
353,429 
416,585 
433,993 
549,659 

.5.5 
6.7 
7.9 
8.2 
10.2 

$75,623 
88,218 
114,574 
126,533 
142,044 

These  figures  show  that  net  earnings  have  practically  doubled  in  five  years  in 
sDite  of  a  large  increase  in  depreciation  reserves.  r,„i,i„„  Pn   nf  Ohio 

^  We  may  also  note  the  record  of  the  Kroger  Grocery  *  Ba^'"f  .*^^  "^  ^t*"?; 
which  declared  stock  dividends  of  .50  per  cent  in  June,  1920,  883  per  centum 

St^vTrck^rMe^nl  rch-ZtoSU^^^^^^^^ 

•"^^'Y  hfvrafreadv^pofntcd  out,  no  satisfactory  reports  of  earnings  are  made 
put  ic  bv  the  wlrd-Ba^ing  Co.  or  by  the  United  Bakeries  Corpora^n,wh^^^^^^ 
will  be  shown  hereafter,  is  on  the  verge  of  forming  a  huge     bread  trust     oy 

■""Enough  ha/llrcady  been  shown  to  demonstrate  the  results  of  these  modern 
alchemists  who  turn  bread  into  gold. 

THE    RETAILERS*    PROFITS. 

Here  we  can  not  deal  in  percentages  of  P.^ofi^^  .«^Jft^,^^vb,7^^^^^ 
irrocers  through  whom  the  bulk  of  the  bread  is  distributed  deal  m  aU  kinos  oi 
SercTand'se  '  We  may,  however,  secure  a  clear  view  of  the  unrea^^^^^^     profits 
reaUzPd  bv  the  retailers  on  bread  by  considering  certain  simple  facts. 

Se  th^w^^^  the  retailers  handled  bread  oi^standard  margins  ^ 
or  a  cent  a  loaf.     To-day  they  receive  in  most  cities  2  ,^^"t?^%^^^f/V:^'^^^^^ 
as  high  as  4  cents  in  certain  cases.     Thus  the  margin  is  ^^.^^^^^^^^^^^^^^ 
as  before  the  war,  although  neither  the  value  nor  cost  of  ^^^^^^fjl^^^^^^^  %tS 
appreciably.     Generally  there  is  little  or  no  investment  involved,  as  the  retailer 
sells  for  cash  and  then  settles  with  the  bakery.  bakine 

At  another  point  some  evidence  is  presented  *«.  ,«i^«:^,  jf/^  P^^*  *^^  ^^'^'"^ 
companies  play  in  maintaining  this  large  margin  for  the  ^^*^;1^^^-  .j^^^    j     ^^^^^ 

The  extravagance  of  this  retailer's  margin  is  ^7^^  more  strikmgl>    sn^ 
by  another  consideration.     On  the  basis  of  this  yf  .^^^«^  P"f^«'J.^^  ssTents      ThS 
for  the  amount  of  wheat  that  goes  into  a  pound  of  bread  about  1.^5  cents. 

is  just  two-thirds  of  the  retailer's  margin.  •  «^   en  r^or  r-Pnt   more    for 

Think  of    it;  the  storekeeper  demands  and  r^^^^ves  50  per  cent  mor^^^ 

letting  a  loaf  of  bread  lie  on  his  shelves  a  few  hours  and  ^^J"^J^^«  3*  ^^  ^  f^'^^^^^^^ 
than  the  farmer  receives  not  only  for  his  year's  labor  of  P/f  ?^"l«i^^;ri^^\''^e 
harvesting,  threshing,  and  marketing  the  wheat,  ^ut  for  his  invest^^^^^^ 

seed  and  find  that  grew  the  wheat  and  machinery  .Yi^llffiVtnpv   the  iniust^ 
Could  there  be  a  more  severe  condemnation  of  ^^e  \nefficienc^^^^        injustice, 

and  insanity  of  existing  methods  of  distribution  in  the  V'^'^fi^]^}^^-^  ^  .gnt  a 
In  England  the  cooperatives  handle  bread  on  a  margin  of  one-fith  of  a  cent  a 
pound.     The  American  retailer's  margin  is  just  ten  times  as  great. 
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Before  passing  on  to  an  examination  of  the  evidence  bearing  on  the  methods 
by  which  bread  prices  are  fixed,  it  is  necessary  to  consider  briefly  certain  factors 
that  enter  into  present  prices  and  to  some  extent  are  responsible  for  the  present 
unreasonable  levels. 

First  of  all  we  have  the  ever-present  question  of  freight  rates. 

The  Secretary  of  Agriculture,  in  his  recent  report  on  "The  wheat  situation," 
points  out  the  great  discrepancy  that  exists  between  railroad  rates  on  grain  in 
the  United  States  and  in  Canada  for  similar  hauls.     His  report  states: 

**  Relatively  high  freight  rates  from  producing  regions  of  the  United  States  to 
the  seaboard  are  a  serious  handicap  in  competition  with  other  countries  in  the 
markets  of  the  world.  The  freight  rates  from  points  in  Montana  to  Duluth  are 
from  7  to  10  cents  a  bushel  higher  than  the  rates  in  Canada  for  the  same  distances 
to  Port  Arthur  and  Fort  William  at  the  head  of  the  Lakes,  from  which  the  rates 
to  Liverpool  under  normal  conditions  are  substantially  the  same  as  from  Duluth. 

*  «  ♦  ♦  *  ♦  4( 

"It  is  of  interest  in  this  connection  that  while  freight  rates  in  the  United 
States  are  still  45  per  cent  and  more  above  the  1913  level,  Dominion  rates  from  the 
western  Provinces  to  Port  Arthur  are  practically  on  a  pre-war  basis." 

Although  present  freight  rates  are  very  burdensome,  when  compared  to  existing 
prices  both  of  wheat  and  flour,  we  shall  find  when  we  come  a  little  later  to  examine 
retail  prices  in  the  different  cities  that  transportation  charges  do  not  control 
bread  prices.  On  the  contrary,  we  find  very  high  bread  prices  in  Chicago  and  the 
very  heart  of  the  grain  belt  and  very  low  prices  in  cities  like  New  Orleans  and 
Houston,  Tex.,  at  the  end  of  long  hauls  from  the  wheat  and  flour  centers. 

WAGES    AND    LABOR    COSTS. 

When  the  consumer  begins  to  i)rotest  about  the  high  price  of  thread  and  flour, 
he  is  almost  always  met  with  the  same  answer  that  has  been  given  since  the  war 
to  account  for  every  kind  of  profiteering — "Look  at  the  wages  we  are  paying." 
In  other  words,  the  miller,  the  baker,  and  the  retailer  all  try  to  "pass  the  buck" 
to  labor. 

This  plea  does  not  appear  to  hold  water.  When  we  go  to  the  census  of  manu- 
factures for  1919,  when  wages  were  at  the  peak,  we  find  that  the  cost  of  all  the 
labor  in  the  flour  mills  is  only  2.5  per  cent  of  the  wholesale  value  of  their  products. 
In  other  words,  on  a  barrel  of  flour  that  sells  for  $6  the  total  labor  cost  is  only 
15  cents,  or  one-twentieth  of  a  cent  on  the  amount  of  flour  that  goes  into  a  loaf  of 
bread. 

Similarly  in  the  statistics  for  baking,  we  find  that  the  cost  of  labor  is  only 
about  14  per  cent  of  the  wholesale  value  of  the  product.  As  the  average  whole- 
sale price  of  bread  per  pound  is  about  7  cents,  this  means  a  labor  cost  of  about 
1  cent  a  pound  for  the  country  as  a  whole.  Assuming  that  there  has  been  no 
increase  in  efficiency,  the  average  increase  in  labor  costs  since  1913  would  be 
about  half  a  cent  a  pound. 

This  calculation  is  confirmed  by  figures  appearing  in  the  December,  1923, 
issue  of  the  Monthly  Labor  Review  of  the  United  States  Bureaii  of  Labor  Sta- 
tistics, which  show  the  following  average  labor  costs  per  pound  of  bread  including 
all  employees  in  the  principal  eastern  cities:  Baltimore,  0.55  cent;  New  York, 
0.87  cent;  Philadelphia,  0.91  cent;  Washington,  1.17  cent.  We  have,  therefore, 
a  variation  in  labor  cost  from  half  a  cent  a  pound  in  Baltimore  to  a  little  over  a 
cent  a  pound  in  Washington. 

Now,  it  is  quite  true  that  the  wages  of  bakers  have  increased  since  1913  more 
than  100  per  cent,  because  before  the  war  they  were  miserably  underpaid,  a 
skilled  oven-man  receiving  less  than  $3  for  i  long  day's  labor.  Present  wages  for 
journeyman  bakers  range  from  $6  to  $7  a  day.  In  this  connection,  it  may  be 
noted  that  wages  in  Hebrew  bakeries  are  more  than  50  per  cent  higher  than  in 
the  large  machine  bakeries.  With  modern  baking  machinery,  the  amount  of 
labor  employed  has  been  so  greatly  reduced  that  the  cost  of  labor  employed 
directly  in  the  production  of  bread  is  almost  a  negligible  quantity.  By  far  the 
largest  part  of  the  labor  cost  is  paid  to  the  driver-salesmen,  who  are  paid  on  a 
commission  basis,  and  are  therefore  hardly  to  be  classed  as  wage  earners.  But 
even  when  these  are  included,  the  increase  in  labor  cost  since  1913  is  still  too 
small  to  be  considered  seriously  in  fixing  the  responsibility  for  inflated  bread  prices. 
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BREAD    AND    BOLSHEVISM. 

Thus  far  we.  have  been  conRidering  the  increased  prices  of  {»•«»'<.  f '"J  """J,,^^!^' 

SVerve^r.=d1„^^^^ 

&■  tTe  ^tfe^siolTZ^^rZ^iers"  point  to  with  alarn.  as  ev.dences  of 

'*i?'"'A';!«rl^,''N'aD'iertms'w™il  said:  "People  talk  about  aRitator*,  but  the  only 

''i''„i(  „tofis  iSice  "     WhTgreater  in^  can  there  be  than  to  clmrge 

rxorbTarnriee'  or' bread  and  pile  up  the  extrav;agant  and  unconscionable 

coming." 

DOMESTIC    CONSUMPTION    DECLINES. 

Because  this  burden  of  exorbitant  bread  prices  falls  heavie.st  upon  the  Poor,  its 

which  shows  the  results  of  this  enforced  abstinence. 

Per  capita  consumption  of  wheat  in  the  United  States-Bushels  per  person. 

5.07 

1899-1908  (average) 5  3s 

1909-1913  (average) '       5  04 

1914-1920  (average) 4  34 

1921 4.98 

1922-       -        

These  figures  show  a  decrease  of  more  than  two-thirds  of  a  bushel  of  wheat^^"" 

sumecl  per  pers^^       A  bushel  of  wheat  will  make  66  loaves  of  bread.      ^ ^ai  .s  ated 

nto  bre'Ld  ?h[rmeans  therefore  tlmt  evjrv  man,  woma..   and  cluM  -  tlie  I  n  ted 

States  is  eating  on  the  average  about  44  loaves  less  per  year  than  ^^a^,  eaten  -u 

^TheTble  also  indicates  that  this  decline  in  bread  e;i^!"{^Pji;i\^|;J^^^^^^^^^^^^ 
economic  conditions,  because  the  decrease  was  g/eatef  ^^  ^iie  ^eTy   depressed 
year  1921  and  rebounded  witli  the  greater  prosperity  of  1922 

ThP^p  fiirures  are  of  more  than  ordinary  significance.      1  hey  indicate  tnai  somt 
whcl^  in  ?he  Unft,^  StX^there  are  thos4  who  have  reduced  their  co..sumpt.on  of 
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bread  to  the  danger  point.  Thev  may  have  substituted  potatoes,  as  the  poor  and 
middle  classes  in  Germany  have  done,  but  if  so,  they  have  substituted  starch  for 
protein,  with  all  the  dangerous  health  consequence  of  an  unbalanced  diet. 

WHOLESALE    BANKRUPTCY. 

But  more  than  that.  Thev  have  reduced  the  domestic  market  for  wheat  and 
thereby  have  been  responsible  in  part  for  the  bankruptcy  of  thousands  upon  thou- 
sands of  farmers  and  for  the  exodus  of  hundreds  of  thousands  from  the  farms  to 
the  cities.  A  simple  calculation  is  revealing.  Let  us  suppose  that  in  1923  the 
people  of  the  United  States  were  consuming  bread  at  the  average  of  the  five  pre- 
war vears,  or  5.38  bushels  per  capita.  This  would  mean  that  there  would  be  used 
this  year  for  food  and  feed  600,000,000  bushels.  It  would  mean  an  increased 
domestic  consumption  of  .some  50,000,000  bushels  and  would  leave  only  about 
100,000,000  bushels  to  be  exported,  when  proper  allowances  are  made  for  seed, 
carry-over,  and  flour  stocks.  This  would  bring  a  nuich  better  domestic  wheat 
market  and  would  go  far  to  check  the  farm-to-city  exodus,  which  may  be  a  means 
of  temporarily  restoring  the  balance,  but  in  the  long  run  constitutes  a  serious 
menace  to  national  welfare. 

Few  people  outside  the  wheat  States  understand  at  all  the  seriousness  of  the 
conditions  or  the  imperative  need  for  early  relief.  The  recent  report  of  the  Secre- 
tary of  Agriculture  to  the  President  on  "The  wheat  situation"  and  a  still  more 
recent  bulletin  of  the  department  contain  .some  figures  that  should  be  widely  pub- 
lished 

These  official  reports  show  that  out  of  a  total  of  2,289,000  owner  and  tenant 
farmers  in  the  wheat  States,  more  than  108,000  lost  their  farms  or  other  property 
through  foreclosure  or  bankruptcy;  over  122,000  lost  their  property  without  legal 
proceedings,  and  nearlv  373,000  retained  their  property  through  leniency  of 
creditors.  Thus  603,000  farmers  in  these  15  States  are  actually  or  virtually 
bankrupt.  That  is,  26  per  cent  of  all  farmers  in  these  States  have  been  ruined  by 
the  collapse  of  wheat  juices. 

When  we  come  to  the  individual  States,  however,  the  corresponding  figures  are 
even  more  startling:  South  Dakota,  40  per  cent;  Colorado,  42  per  cent;  North 
Dakota,  50  per  cent;  Wyoming,  51  per  cent;  and  Montana,  62  per  cent.     Two 
farmers  out  of  everv  three  in  Montana  are  therefore  virtually  bankrupt. 

Compare  these  figures  with  the  profits  of  millers,  bakers,  and  traders  and  under- 
stand just  how  far  the  economic  system  in  the  United  States  is  out  of  adjustment. 

NATURAL    LAWS    SUSPENDED. 

We  come  now  to  the  basic  question.  Why?  We  have  already  seen  that  it  is  not 
simplv  the  blind  result  of  the  interplay  of  economic  forces.  The  law  of  supply 
and  demand  has  apparently  been  suspended  in  this  field.  The  demand  for  bread 
as  expressed  in  consumption  has  decreased,  but  without  a  corresponding  fall  in 
bread  prices.  . 

There  can  be  little  doubt,  therefore,  that  the  situation  is  ni  part,  if  not  wholly, 
artificial  and  arbitrarv.  Unfortunately,  the  evidence  available  is  not  sufficient  to 
disclose  clearlv  and  unmistakably  the  methods  by  which  trade  is  restrained  and  the 
people  robbed,  but  it  does  indicate  quite  clearly  the  lines  for  searching  investiga- 
tion. 

The  circumstantial  evidence  of  local,  if  not  nation-wide,  price  control  is  con- 
vincing. Below  is  a  table  showing  the  prices  of  bread  in  1923  in  a  number  of 
cities.  These  are  average  prices  reported  to  the  Bureau  of  Labor  Statistics  by  the 
retailers.  In  everv  city  there  are  undoubtedly  variations  from  these  prices  and 
being  merelv  the  unchecked  reports  of  financially  interested  persons,  can  not  be 
accepted  as  conclusive  evidence.  It  may  be  safely  assumed,  however,  that  the 
retailers  are  not  reporting  higher  prices  than  they  actually  charge. 

Bread  -prices  in  American  cities,  October  15,  1923. 

[United  States  Bureau  of  Labor  .statistics.| 

Cents  per  pound. 

Jacksonville 10.  3 

Charleston 10.2 

Seattle 9.^ 

Chicago,  Omaha 9-  8 

Butte,  New  York - 9-  6 
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Cents  per  pound, 

9.  4 

St.  Paul "~         9*  3 

Portland  (Me.),  Springfield  (111.) ^  2 

Memphis,  San  Francisco,  Portland  (Oreg.) ^  J 

Fall  River,  Atlanta ---Wt--C'-~\ 9  0 

Los  Angeles,  Minneapolis,  Washington ^  ^ 

St.  Louis,  Scranton ---       ^^ 

Baltimore,  Birmingham,  Milwaukee,  Providence »•  » 

Dallas,  Mobile 7-.t7'; S  6 

Bridgeport,  Detroit,  Richmond  (Va.) • 

Indianapolis,  Newark,  Pittsburgh,  ^avannah  -   -----------------  »•  ^ 

Boston,  Buffalo,  Cincinnati,  Louisville,  Manchester  (N .  H.),  Peoria,  Phila-  ^  ^ 

delph  ia _-..-----       8.  1 

Little  Rock -/\;"Vn i  0 

New  Haven,  Rochester  (N.  Y.) _  ^ 

Cleveland,  Kansas  City  (Mo.) ""'     _         7  8 

Denver,  Norfolk ""  y[  7 

Columbus ~       7g 

New  Orleans ~  7  j 

H  ouston 

Can  anvone  ofifer  a  reasonable  explanation  why  bread  should  cost  2  cents  a 
Dound  lessCNew  Orleans  and  Houston,  Tex.,  which  are  far  away  from  the  wheat 
and  flour-mming  States,  than  in  Seattle,  Chicago,  Omaha,  Butte,  and  St.  Paul, 
which  areTnthI  heart  of  the  Grain  Belt?  Can  there  be  any  reasonable  expla- 
nation of  bread  costing  2  cents  a  pound  more  in  Chicago  and  Omaha  than  m 
Norfolk  Va,  and  Columbus,  Ohio?  Are  there  any  economic  laws  that  decree 
that  Boston  Bridgeport,  Mknchester,  New  Haven,  and  other  New  England 
towns  shouki  have  cheaper  bread  than  any  city  in  the  Grain  Belt  except  Kansas 

^  A^mere  inspection  of  these  prices  is  sufficient  to  demonstrate  that  they  are 
artificial  and  are  for  the  most  part  maintained  in  the  face  of  the  most  fundamental 
economic  laws.  How  they  are  maintained  we  will  consider  later. 
The  same  is  true  when  we  consider  the  amount  of  increase  m  bread  prices  m 
the  virions  cTties  from  October,  1913,  to  October,  1923.  Here  we  find  absurd 
variltTonrfrom  an  increase  of  1.9  cents  in  Kansas  City  to  4.6  cents  m  Omaha. 

There  is  noras^gle  city  in  the  United  States  where  the  price  of  bread  has  not 
increased  much  more  than  the  price  of  either  wheat  or  flour. 

HOW    BREAD    PRICES    ARE    FIXED. 

Conclusive  evidence  as  to  how  these  obviously  artificial  bread  prices  are  fixed 
and  maintained  is  not  available.  No  nation-wide  investigation  has  ever  been 
made  bv  any  department  of  Government  empowered  to  administer  oaths  or  ex- 
S^ine  bookstand  papers.     There  is,  however,  some  evidence  that  is  indicative 

'S*n  a  helrfntbXe^the-Senate  Committee  on  the  District  of  Columbia  in  1920 
testimony  waf  presented  showing  the  part  pla>^d  ^Y  the  large  bakmgcomp^mes 
in  maintaining  bread  prices  after  they  have  been  fixed.     Mr.  R.  O.  Dawson, 

^^^Th^f^e'o^S^^^^  an  arrangement  with  t^ 

Corby  Bakhig  Co.  to  handle  their  bread,  and  as  I  hav-e  said  before  the  cost  was 
7  and  13  cents  The  day  before  our  opening  we  had  priced  that  to  sell  at  7i 
and  14  cents  and  a  representative  of  the  Corby  Baking  Co.  obtained  that  infor- 
mation sorne'where  tha^t  we  were  going  to  sell  at  that  pnce  and  he  came  to  se^ 
me  and  asked  if  that  was  the  fact,  and  I  told  him  it  ^^•^s,  and  he  asked  us  to  sel 
?t  at  8  and  15  cents  I  asked  him  what  would  be  the  result  if  we  contmued; 
that  is  if  we  opened  up  for  business  at  7^  and  14  cents.  He  intimated  that  we 
would  not  get  any  bre^^  Well,  that  caught  us  rather  short,  and  there  w^n  t 
rnything  for  us  to  do  but  to  tak^  their  bread  and  sell  it  at  8  and  15  cents,  if  we 
expected  to  have  it  for  the  next  day's  business  They  had  distributed  their 
bread  boxes  to  our  various  stores  and  arrangenaents  were  all  made. 

"We  went  along  that  way  until  May  15,  and  I  wrote  the  Corby  Baking  Co.  a 
letter  LTadvised^hem  that  we  were  going  to  sell  their  ^^f^ll  loaf  at  9  cents  and 
and  their  large  loaf  at  17  cents,  which  was  a  cent  a  loaf  under  the  price  that 
thev  had  askid  us  to  sell  at  after  the  advance,  and  I  asked  them  to  reply  to  this 
letter  bv  thrmeienirer  who  carried  it  to  them,  and  Mr.  Greene  telephoned  me 
th^  Mr.  K  w^  o^^^^^^  ^ity  and  would  not  return  until  Wednesday, 
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which  wonld  have  been  about — I  guess  about  the  18th  and  19th — and  asked  me 
to  defer  anv  action  until  that  time,  wliich  I  agreed  to  do.  I  told  Mr.  Greene 
that  I  wanted  Mr.  Corby  to  answer  this  letter.  He  said  that  he  would  get  in 
direct  touch  with  me,  which  he  failed  to  do.  So  on  Saturday  of  May  22  I  cut  the 
price  on  Corbv's  bread  to  9  and  17  cents,  and  they  were  delivered— they  failed 
to  deliver  it  Saturday  afternoon  in  some  instances.  We  were  getting  three 
deliveries  a  day  and  they  failed  to  make  some  of  the  Saturday  afternoon  deliveries, 
and  on  Mondav  morning  they  collected  all  the  bread  boxes"  (p.  63). 

Mr.  Corby,  president  of  the  Corby  Baking  Co.,  the  largest  bakery  in  Wash- 
ington, when  before  the  same  committee,  admitted  this  practice  as  follows: 

Chairman  Ball.  I  understood  your  testimony  the  other  day  to  be  that  you 
did  not  fix  the  retail  price. 

"Mr.  Corby.  We  do  not;  no  sir. 

"Chairman  Ball.  You  permit  the  retailers  to  fix  their  retail  price  of  your 
bread? 

"  l^r   Corby    Yes   sir. 

"Chairman  Ball.  No  difference  what  they  sell  it  at,  you  continue  to  supply 
them  with  bread? 

"  Mr.  Corby.  No,  sir. 

"Chairman  Ball.  Well,  I  don't  understand.  You  say  'no,  sir,'  to  both,  that 
you  do  not  fix,  and  yet  you  say  'no,  sir,'  you  will  not  continue  to  supply  them. 

"  Mr.  Corby.  Yes,  sir. 

"Chairman  Ball.  Then  if  you  refuse  to  supply  them  with  bread  if  they  cut 
your  usual  price,  then  you  certainly  do  fix  the  price. 

"Mr.  Corby.  No;  I  can't  see  it. 

"Chairman  Ball.  Well,  now,  if  you  supply  a  certain  retailer  with  your  bread, 
with  the  understanding  that  he  is  to  cliarge  10  cents  a  loaf 

"Mr.  Corby  (interposing).  We  have  no  understanding  with  the  retailer  at  all 
what  the  price  of  bread  will  be. 

"Chairman  Ball.  Well,  then,  you  will  supply  him  with  bread  just  the  same 
if  he  charges  only  9  cents  a  loaf? 

Mr.  CouBY.  No,  sir;  because  a  man  doing  that  is  injuring  our  business. 

"Chairman  Ball.  That  is  just  what  I  am  trying  to  bring  out,  whether  you  do 
or  do  not. 

"  Mr.  Corby.  No,  sir;  we  do  not. 

In  presenting  this  testimonv  Mr.  Corby  made  it  appear  that  he  was  forced  to 
this  action  by  the  retailers — the  "trade,"  he  called  it— who  would  boycott  his 
company  if  it  supplied  bread  to  concerns  that  cut  prices.  This  would  indicate 
the  existence  of  "retailers'  rings"  to  fix  and  maintain  bread  prices,  supported 
bv  the  big  bakers,  either  voluntarily  or  under  threat  of  boycott.  Other  evidence 
pointing  in  the  same  direction  lies  iii  the  fact  that  in  Washington  and  every  other 
city  regarding  which  I  have  information  advances  in  bread  prices  are  made 
simultaneously  by  substantially  all  the  big  baker  and  retailers.  Unfortunately, 
the  Senate  c(mmiittee  did  not  follow  up  its  investigation  and  conclusive  evidence 
is  therefore  lacking  Here  is,  however,  a  fertile  field  for  States  attorneys  and 
grand  juries. 

MONOPOLY    IN    THE    MAKING. 

While  there  is  not  vet  a  Bread  Trust  in  the  sense  that  there  is  a  Steel  Trust, 
the  evidence  is  clear  that  this  monopoly  is  now  in  the  making.  Unless  it  is 
speedily  checked,  the  bread  of  the  Nation  will  soon  be  in  the  control  of  one 
or  two  gigantic  cor])orations. 

Owing  to  the  original  highly  competitive  character  of  the  business,  the  small 
capital  required,  and  the  impossibility  of  centralizing  production,  the  process 
of  monopolizing  bread  has  lagged  some  20  years  behind  the  monopolization  of 
steel  and  other  commodities  peculiarly  adapted  to  trust  control.  Nevertheless 
the  enormous  profits  that  have  been  reaped  in  recent  years  by  the  bakers  have 
stimulated  the  process  of  consolidation  until  to-day  we  have  two  corporations 
the  General  Baking  Co.  and  the  United  Bakeries  Corporation — that  cover  with 
a  net-work  of  wholesale  bakeries  20  States  and  the  District  of  Columbia,  con- 
taining in  1920,  71,106,000  people,  or  more  than  two-thirds  of  the  population 
of  the  United  States.  In  the  larger  States,  they  have  their  plants  strategically 
located  in  two  or  more  of  the  larger  cities,  from  which  they  are  able  to  ship  their 
breafl  to  the  towns  throughout  the  State  and  into  neighboring  States. 
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rnr^     1      i.-       ^f  *^.^^^  T^lantR  and  the  trade  names  of  absorbed  companies 
„.d^;ihirtLy^perrtet  mlnTof  the  cities  is  shown  in  the  following  state- 

ment : 

CiHes  in  which  principal  bread  corporations  have  baking  plants,  with  trade  names 
CUtes  in  wmcn  p         y^^  subsidiary  or  absorbed  companies. 


Name  of  city. 


Ashland,  Ky... 
Baltimore,  Md. 
Boston,  Mass... 


Brooklyn,  N.  Y. 
Buffalo,  N.Y... 


General  Baking  Co. 


(>nibridge,  Mass. 

Ctoton,  Ohio 

Chicago,  111 


Fox  (  Geo.  J.)  Co 

O.  &B.  S.)Co. 

Dillman  Baking  Co 

Brunner    Baking   Co., 

Baking  Co.,  Ontario 

Co. 


Ferguson  (J. 


Collins 
Biscuit 


United  Bakeries  Corporation  (in- 
cluding the  Ward  Baking  Co.) 


Clarksburg,  Miss... 
Cleveland,  Ohio.... 
Columbus,  Ohio.... 

Dallas,  Tex 

Dayton,  Ohio 

DCS  Moines,  Iowa.. 
Detroit,  Mich 


Canton  Baking  Co. 


Cleveland  Baking  Co- 


Oary,Ind 

Huntington,  W.  Va. 
Jersey  City,  N.J 


Kansas  City,  Kans. 


Kansas  City,  Mo. 
Memphis,  Tenn.-.. 

Newark,  N.  J 

New  Haven,  Conn. 
New  Orleans,  I -a.. 
New  York,  N.Y... 


Morton  Baking  & 
ing  Co. 


Manufactur- 


Martens  (C.)  Co.  (Inc.). 


OWahoma  Citv,  Okla. 

Philadelphia,  Pa 

Pittsburgh,  Pa 

Providence, R.  I 

Rochester,  N.  Y 


McKinney  Bread  Co. 


St.  Joseph,  Mo 

St.  Louis,  Mo 

Shreveport,  La 

S^x  Citv,  Iowa 

§CS"'n'y.":;.;;:;:::::.::::.".";  ¥^^!^^s?- 


Weber  Baking  Co 

S.  S.  Thompson  Baking  Co 

Vories  Baking  Co -  -  -  -  -  - 

Fleischmann's   Vienna    Model 
Baking  Co. 


Stroehmann  Baking  Co. 
Ward  Baking  Co. 
Ward-Corby  Co. 

Ward  Bread  Co. 
Ward  &  Ward. 


Ward  Baking  Co. 

Ward  Bros.  (Inc.),  Ward-Corby 

Co. 
Mranphis  Bread  Co. 
Ohio  Baking  Co- 
Ward  Baking  Co. 
Campbell  Baking  Co. 
Ward  Bros.  (Inc.). 
Campbell  Baking  Co. 


Ward  Bros.  (Inc.). 
Stroehmann  Baking  Co. 

Campbell  Baking  Co. 

Memphis  Bread  Co. 
Ward  Baking  Co. 


Ward  Bread  Co.,  Shults  Bread 

Co(12r>lants). 
Campbell  Baking  Co. 


Kol b  Bakerv  Co 

Hallor  Bread  Co 

Arnold- Althans  Co -.--.--• 

Rochester  Baking  Co.,  Demm- 
ger  Bros.'  Co. 


Ward  Baking  Co. 
Ward-Corby  Co. 
Ward  Bros.  (Inc.). 


I 


Dexter  Bakeries. 


Totedo,  6hio. 

Toneka,  Kans 

Tulsa,  Okla 

Utica,  N.  Y 

\^ashington,  D.  C. 
Watcrbury ,  Conn. 
Waterloo,  Iowa. . . 
Wellsville,  W.  Va. 
Wheeling,  W.Va. 
Wichita,  Kans 


United  Baking  Co. 


Boston  Baking  Co. 
Dexter  Bakeries... 


Juergens  Baking  Co. 
do 


Campbell  Baking  Co. 

Do. 
Do. 

Ward  Baking  Co. 
Ward  Bros.  (Inc.). 
Campbell  Baking  Co. 

Do. 
Crescent  Baking  Co. 

Campbell  Baking  Co. 

Stroehmann  Baking  Co. 
Campbell  Baking  Co. 


THE  IMPENDING  BREAD  TRUST. 

The  consolidation  of  the  Ward  Bakmg  Co.    vvith  the  ^-i*^^  f  ^^?^^%?^;;: 
poration   is   just   now   being  completed     .^'\2tr'^^^Jl\l;f^ii^^^ 
newspapers  carried  reports  of  the  intended  merger,  of  ^^hlch  the  touov^mg 

the  World  (N.  Y.)  is  typical:  o„u;„„  Or.    fo  the  United  Bakeries 

The  merger  would  create  a  gigantic  bread  con^«">'  ^^*]^^,^f^^^^^^^  m     ^^"""^  "^ 
000,000  and  bakeries  in  about  30  cities  i^r^^g^^^jl*  ^J^^^T;"/^^  announce- 

^!ln^  l]?e«^Jrel«Sirshr  r^^^^^^  stt.  and 

$100  for  the  preferred. 
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Indicative  of  far-reaching  plans  for  further  ^'^t^.^^^i^^^^Hlk^rcf^^^^ 
the  fact  that  immediately  after  bemg  taken  over  the  .Wajd  Baking  ^o.w^ 
reincorporated  under   a    Maryland  charter,  mcreasmg  its  a^^^orized  preferred 
stock  f?om  $15,000,000  to  $50,000,000  and  ^'^'^^Z'^l^  '^^^l^'^^^^ 
to  500,000  shares  of  class  A  common  (no  par  value)  and  500,000  shares  oi  ciasa  d 

''SLge'iXatio^n"otstock  would  seem  to  indicate  that^the  new  Ward  Corpora- 
tion  is  to  be  used  by  the  United  Bakeries  either  as  a  ^f^s/or  absorbing  oth^^^^^^^ 
panics  or  that  its  operations  are  to  be  mcreased  so  as  to  carry  this  immense 

^"^T^f  phetmel  ^nd  e~sTon^'of1his  company  during  the  past  two 

years  indicateTthe  ripidity  with  which  this  movement  toward  a  bread  monopoly 
is  dpvelooine  Incorporated  under  the  laws  of  Delaware  in  1922,  t^he  IJnitea 
Bat^t^c^poratir^cquired  control  of  the  C^^ 

Bakine  Co    Crescent  Baking  Co.,  Ward  Brothers  (Inc.),  Ward  &  Ward,  Mempnisi 
ireaS^Co^and  the  Shults  Bread  Co.  of  New  York,  which  was  ^"turri,  a  merger 

of  a  number  of  the  leading  wholesale  bakeries  in  ^"^1  .^^^"^  ^00  to  $50  000  000 
In  December  1922  itscapitalstock  was  increased  from  $20,000,000  to  5»5uuuu,uui/. 

Now  brsSring  con^^^^^^^^  the  Ward  Baking  Co.  and  increasing  Ward's  capital 
to  more  than  $100>0,000,  it  has  reached  a  position  where  it  can,  if  it  chooses, 

'^¥ie1ou\"irs  ;^ow  charge  that  by  consolidating  ^^^^^^^^^^Im 
great  corporation  is  able  to  dictate  the  prices  at  which  it  will  ^^  ^^"^  P\"*J^^^^^^ 
to  the  smaller  millers.     Thus  it  is  said  to  be  able  to  f  «^^f^  jl^j^^^^^^^^^tmon      . 
than  its  smaller  competitors  and  thus  secure  a  f^at  advantage  in  comp^^^^^^^^ 

How  far  this  pressure  has  been  exerted  can  not  be  determined  from  the  a vai^^^^^^ 
evidence,  but  it  is  clear  that  the  situation  demands  immediate  and  thorough^ 

^"^  milppa^^nt,  moreover,  that  this  tendency  to  monopoly,.this  constant  m^ 
in  the  size  of  the  bread  corporations,  is  not  economical  or  in  the  ^^^Xm  H    S 
r.nn«iimpr      This  is  clearlv  brought  out  in  the  testimony  of  Mr.  William  n.  o. 
Ste^^s!  assiltant'cWef  ei:.n^^  of  the  Federal  Trade  Commis^on,  before  the 

Sonate  Committee  on  Awiculture  and  Forestry  on  February  17,  192^,  as  tollons. 
"poss^bwTe  committee  would  be  interested  in  knowing  a  so  the  variation  in 

coste'esulLg  froTtTe^ze  of  bakeries  It  is  -«-V.":;/??it"i^ptar7rnta"ny 
find  the  decrease  in  the  bakers'  cost  as  the  size  increases  that  appears  in  many 
fil.'^'lnta"erL"o^^^^^^^^  pounds  per  day,  the  comim^^^^^^^  found  the  cost 

per  pound  to  be  7.3  cents;  in  bakeries  running  ^'"om  5,000  to  20  000  7  2  cents,  ana 

fn  bakeries  under  5,000,  6.9  cents      (This  was  o;;^tJj%bj^f^[,fJ/  the  bakery  the 
''The  Chairman.  It  would  rather  indicate  that  the  smaller  tne  oaKery  x.iw 

lower  would  be  his  production  cost?  .,„oii«r  +hp  hakerv  the 

"  Mr.  Stevens.  That  is  apparently  indicated.  The  smaller  the  bakery  the 
more  economical,  so  it  would  seem  is  the  production  .Jhe  reason  perhaps  « 
that  the  smaller  bakeries  retail  and  have  less  selling  and  delivery  expense  whenjas 
the  larce  bakeries  are  usually  wholesalers  and  selling  and  delivery  expense  is 
'^herTecausfof  the  fact  thlt  it  is  necessary  to  employ  salesmen  o  sell  the 
retailers  When  vou  get  to  the  large  classes  of  wholesale  bakeries,  ^^e}  oiien 
sellSel^^^^^^  whereas  the  smaller  bakery  often  sells  only  to  the 

"''^Thrsurest  method  of  checking  this  tendency  to  monopoly  is  by  reducing 
bre?d%r^'ef  toTormal  levels.     As'long  as  bread  prices  remain  such  as  to  perrmt 
*.ftrnino-«?  of  117  Dcr  ceut  and  stock  dividends  of  100  and  200  per  cent,  ine  leinpva 
tion  to  monopoly  wiUbe"^  great  that  it  can  not  be  checked  by  ant.monopoly 
laws  or  threats  of  prosecution. 

WHAT    OUGHT    TO    BE    DONE. 

The  first  step  toward  normal  bread  prices  is  speedy  and  official  establishment 
of  the  facts  along  the  lines  set  forth  in  this  report.  If  the  people  know  how  they 
are  beinrroS  the^^^  not  long  tolerate  the  present  conditions,  but  will  de- 

mLd  what  therare  eJitit^     to  have  on  the  basis  of  present  wheat  prices-a  S-cent 

^""ii  is  for  this  reason  that  the  following  recommendations  for  immediate  action 

''I.'a tenate  resolution  directing  the  Secretary  of  ^^^  treasury  to  repo^^^^^^^^ 
profits  of  all  baking  and  milling  corporations,  as  disclosed  by  their  tax  returns^ 
from  1918  to  date.  f 
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2    A  thorough  and  searching  investigation  by  the  appropriate  Senate  committee 
nf  the  Hyute  levied  by  wheat  speculators,  grain  elevators,  railroads,  millers 
^^bers   bXrs   I^^^^^^  from  the  time  the  wheat  leaves  the  farm  until  it 

ieachers  the  dinner  table  in  the  form  of  bread.  The  conanaittee  should  be  em- 
powered to  employ  counsel  and  compel  the  production  of  books  and  papers  so 
tCt  aU  the  unethical  and  illegal  methods  by  which  the  price  of  bread  is  enhanced 

'"')^h 'n'^lht^^^^^^^  have  been  completely  exposed  it  will  be  time  to  talk  of 
remedies  if  in  the  meantime  the  American  people  have  not  taken  matters  into 
SowA  hands  and  compelled  the  doing  of  justice  with  reference  to  this  most 

^T'ion'cSn't"^^^  be  suggested  that  the  restoration  of  just  an^^^^^^^^^ 
hT^uA  nrires  offers  an  opportunity  to  save  the  American  people  at  least  S500 - 
POO^OOO  a  year-a  sum  fa?  exceeding  the  amount  involved  in  Secretary  Mellon's 
proposed  tax  reductions. 

United  States  Tariff  Commission. 

INVESTIGATION  OF  THE    DIFFERENCES    OF  DOMESTIC     AND  FOREIGN    COSTS  OF  PRO- 
DUCTION  OF  WHEAT    AND    WHEAT    PRODUCTS. 

|il  Statement  of  information  in  the  investigation  respecting  wheat  and  v^J^t  prodiicts  p^  358 

|A  s^^®™®'^^,  J},^°'a"  if!  act  of  1922,  on  which  a  public liearing  will  be  held  February  18,  1924.] 

Costs  of  manufacture  of  individual  firms  and  other  information  in  the  nature 
of  t?ade  secrets  or  processes  have  been  eliminated  from  this  statement,  as  re- 
quired by  section  708  of  the  revenue  act  of  1916,  the  pertinent  provisions  of 

^^'' Sec'7oI  ^l"Tail  be  unlawful  for  any  member  of  the  United  States  Tariff 
Commission  or  for  anv  employee,  agent,  or  clerk  of  such  commission,  or  any  other 
offiTeTor  employee  of  the  United  States,  to  divulge  or  njake  known  in  any  nian- 
Ser  whatever  not  provided  for  by  law.  to  any  person,  the  trade  secrets  or  pro- 
cesses of  anv  person,  firm,  copartnership,  corporation  or  association  embraced 
'n  any  examination  or  investigation  conducted  by  said  commission  or  by  order 
of  said  commission;    or  by  order  of  any  "J^^^^er  thereof 

An  investigation  for  the  purposes  of  section  315  of  the  tariff  act  of  l^ZZ  ^^as 
instituted  bv  the  Tariff  Commission  on  November  14,  192d. 

Pursuant  to  public  notice  already  given,  parties  interested  will  have  an  op- 
poftuX  to  be  present,  to  produce  evidence,  and  to  be  heard,  at  a  pubhc  hear  ng 
in  saM  investigation  to  be  held  February  18,  1924,  at  10  a.  m.,  in  the  office  of  the 
United  States  Tariff  Commission,  Washington,  u-y-      .,     ^  ^^     __  .,    ,  q,   , 

An  appUcation  was  received  from  the  Wheat  Council  of  the  Umted  States 
requesting  an  investigation  under  section  315,  Title  III,  of  the  tariff  act  of  1922. 

•     lT?Ltirp\rofTa^^^^^^^^^  the  commission  herewith  submits 

a  statement  ba'^ed  on  601  out  of  a  total  of  1^844  ^ost  records  concermngthe^^^^^^^ 
secured  in  the  investigation  of  wheat  and  wheat  products.  Table  I  of  this  report 
L  designed  to  indicati  the  nature  and  scope  of  the  cost  investigation  made  by  the 
comSon  The  remaining  tables  tend  to  show  the  differences  in  costs  of  pro- 
ducTionin  certain  representative  locaUties  in  Canada  and  in  the  United  States. 
The  commission  has  in  process  of  tabulation  1,844  production  cost  records 
obtained  in  79  localities,  of  which  890  records  were  obtained  from  36  localit  es 
in  the  United  States  and  954  records  rpm  43  localities  in  Canada  This  state- 
ment presents  costs  for  only  28  localities— 16  m  the  United  States  and  12  m 

^  Thf79  localities  where  production  cost  Records  were  obtained  appear  to 
representative  of  all  the  distinctive  regions  in  the  United  States  and  in  Canada 
where  hard  spring  wheat  is  an  important  crop.  In  their  selection  the  various 
physical  conditions  affecting  the  costs  of  producing  wheat,  such  as  rainfall  soil 
types,  and  weed  infestation,  variations  in  farm  practices  especially  with  respect 
to.  iinmer  following,  and  also  variations  in  types  of  farming,  especially  with 
respect  to  the  presence  or  absence  of  competing  farm  enterprises,  have  been  given 
careful  consideration.  Official  data,  both  Canadian  and  American  showing 
the  distribution  of  acreage  and  production,  and  the  variation  m  ^^^1^  P^'  ^f^^ 
and  in  land  values,  have  been  examined  in  the  ascertainment  of  representative 

localities.  

'  iThe  commission  also  received  an  application  dated  Nov.  17,  1923,  from  Fred  P  Mann,  chairman 
of  a  meeUiSTefd  bv  th2  D^^illLake  (ll^rth  Dakota)  Ci^•ic  and  Commerce  Association,  requesting  an 
iuc^cTs?^  tlie  duty^oa  4e^^^^^^  a  number  of  signed  petitions  m  support  of  said  application. 
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The  costs  as  given  below  cover  all  farm  production  costs,  including  cost  of 
hauling  to  the  original  marketing  point,  i.  e.,  to  the  country  elevator  or  to  a 
railroad  loading  platform.  The  costs  per  bushel  are  in  all  cases  costs  for  clean 
wheat  Thev  are  computed  by  dividing  total  costs  less  credits  for  pasturage, 
straw,  etc.,  bv  the  net  yield  of  wheat  aft*r  dockage  has  been  deducted 

The  commission  obtained  production  cost  data  for  the  years  1921,  1922,  aivd 
1923.  The  1923  costs  are  presented  in  Tables  II,  V,  and  VII,  and  the  three-year 
average  costs  in  Tables  III,  VI,  and  VIII.  ,,,,_,  ,  x^,  , 

.  An  item  equivalent  to  a  charge  for  the  use  of  land  has  been  shown  separately 
infall  tables.  Data  have  been  presented  for  this  item  as  computed  by  two 
methods-  (1)  Bv  the  use  of  a  figure  equivalent  to  a  net  cash  rental  computed 
from  actual  rental  data,  i.  e.,  the  cash  rental  the  landlord  actually  receives,  or 
the  rental  which  the  farmer-owner  stated  he  would  be  willing  to  take.  In  com- 
puting cash  rentals  taxes  have  been  deducted  in  all  cases.  (2)  By  the  use  of  an 
interest  charge  computed  according  to  two  methods:  (a)  At  the  current  fir«t 
mortgage  rate  in  a  given  locality  on  the  land  values  given  by  the  farmers;  (6) 
at  current  first  mortgage  rates  in  the  locality,  on  land  values  appraised  for  loan 
purposes  bv  the  Federal  Farm  Loan  Board.       ^     ^  ^.  ,  ,  ...    .^ 

The  figures  given  in  the  following  tables  are  tentative  only  and  are  subject  to 
revision.     Consequently  they  can  not  be  considered  in  any  sense  final. 

Table  I. — Scope  of  the  investigation  of  wheat  costs. 


Names  of  localities  or  stations. 


UNITED  STATES. 


Red  River  Valley: » 

Hallock,  Minn 

Crookston,  Minn.. 

lialstad,  Minn 

Casselton,  N.  Dak. 
Larimore,  N.  Dak. 


Total. 


Black  Earth  area:  ♦ 

Rugby-Towner,  N.  Dak 

Devils  Lake,  N.  Dak 

Harvey- Fessendeu,  N.  Dak.. 

Jamestown,  N.  Dak 

Aberdeen- Manstteld,  S.  Dak. 

RedUeld,  S.  Dak 

Raymond  &  miron,  S.  Dak. 

Revillo,  S.  Dak 

Kisseton,  S.  Dak 

Wheaton,  Minn 


Number 
of  farm 

cost 
records 

obtained. 


30 
33 
30 
29 
25 


147 


Total. 


Farming-grazing  area:  ■• 

Scobey-Plenty wood,  Mont 

Crosby,  N.  i3ak 

Minot,  N.  Dak 

Steele,  N.  Dak 

Eureka,  S.  Dak 

Selbv,  S.  Dak 

Faulkton,  S.  Dak -• 

Miller  (Hand  County),  S.  Dak. 


Total. 


34 
24 
22 
20 
30 
17 
23 
26 
17 
2.5 


Total 
acreage 
of  farms 
studied. 


20,796 
14, 473 
8,228 
19.:J93 
12,445 


75.335 


238 


23 
32 
30 
21 
2o 
29 
25 
2.=) 


20,465 
18,305 
14,919 
18,662 
14,:i63 
10,543 
12.970 
9,889 
7,622 
10. 554 


Acres  of 
hard 

spring 
wheat 

planted, 
1923.1 


5,910 
2. 793 
2.158 
5,440 
3,805 


20,106 


i:kS.292 


17,696 
15,  .383 
19,198 
12,302 
17,  777 
22,664 
15,193 
14,691 


6,825 
4,654 
4.110 
2,213 
2,884 
2,689 
2,807 
2,434 
2.035 
2.661 


Produc- 
tion in 
1923, 
gross 
yield.* 


Butheh. 
49,480 
29.460 
'23,  .554 
43,440 
31,156 


177,090 


33.312 


5, 521 
6,924 
4, 8tif> 
2,119 
5,644 
5, 372 
3,474 
2,374 


38,785 
32,267 
20, 23;} 
27,763 
27,004 
27,925 
26, 145 
21, 179 
19,424 
22. 66;^ 


Yield 

per  acre, 

1923.' 


Bushels. 

8.4 

10.6 

10.9 

8.0 

8.2 


8.8 


5.7 
6.9 
4.9 


Average 

annual 

yield.* 


BushHt. 
U.O 
13.0 
13.0 
13.0 
1.3.0 


12. 

9. 

10. 


9.0 

10.3 

9.5 

8.5 


266, 3/^ 


.58,  .379 
51,709 
37, 575 
15,815 
37,165 
33,887 
37, 102 
2ft,  684 


8.0 


10.6 
7.5 
7.7 
7.5 
6.6 
6.3 
10.7 
11.2 


9.5 
12.0 
12.0 
10.0 
ILO 
10.0 
10. 5 
10.0 
11.0 
11.0 


10.0 
12.0 
U.O 
8.0 
9.0 
9.0 
9.0 
9.0 


gr±"MisharRofe»!l>"  "«^t.  D^irML.  Codington,  C&,  Spink,  Beadl,,  Kingsbury, 

Drtot  "-Sfc",  McPte«^^  Walworth,  Edmunds,  Potter,  Faulk,  Sully,  Hyde,  and  Hughes. 

In  Montana— Sheridan  and  Roospvelt. 


/ 


J 


'      ♦ 


^  •  i  r 


'6 


\h 


s 


f 


V( 
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Table  I. — Scope  of  the  investigation  of  wheat  costs — Continued. 


709 


Names  of  localitie^j  or  stations. 


UNITED  STATES — continued. 

Orazing-forage  area:  «• 

Dutton,  Mont 

Harlem ,  Mont 

Moccasin,  Mont 

Fergus,  Mont 

Glasgow,  Mont 

Terry,  Mont 

Broadview,  Mont 

Hardin,  Mont 

Rosebud,  Mont 

Columbus,  Mont 

Nashua,  Mont 

Hettinger,  N.  Dak 

Carson,  N.  Dak 


Total. 


Total,  United  States. 


CANADA. 


Manitoba: 

Oarman 

Hamiota 

Brandon 

Melita 

Neepawa . . . 

Dauphin 

Birtle 

Portage 

Crystal  City 

Total 


Aiberta: 

Youngstown 

Olds 

Lethbridge 

Claresholm 

Wetaskiwin 

Edmonton 

Westlock 

Vegre\ille 

Brooks  and  Strathmore . 

.'>edgewicJc 

Mcfdicine  Hal 


Total. 


•askatchewan: 

Milestone 

Alameda 

Maple  Creek 

Kcrrobert 

Saskatoon 

.Melfort 

North  Battleford- 

Markinch 

Swift  Current 

Qucmsey 

.'^ccptre 

Indian  Head 

Whitowood 

Lloydminster 

Rosetown 

Robsart 

Cadillac 

Foam  Lake 

Kinderselv 

Moose  Jaw 

Assiniboia 

Yorkton 

Davidson 


Total. 


Total  for  Prairie  Provinces. 


Number 
of  farm 

cost 
records 

obtained. 


34 
20 
21 
23 
21 
30 
23 
11 
18 
30 
20 
22 
21 


Total 
acreage 
of  farms 
studied. 


Acres  of 

hard 

spring 

wheat 

planted, 
1923. 


294 


22,870 
14,572 
17,  .508 
17,180 
1.3,627 
28,9&7 
14,665 
9,135 
20,807 
21,713 
11,817 
21,130 
13,170 


6,036 
2,550 
2,4.50 
.^,607 
2.679 
6,681 
3,731 
1,476 
1,852 
3,901 
3,  7.59 
4,720 
3, 6.36 


Produc- 
tion in 
1923, 
gross 
yield. 


Bushels. 
93,987 
39,161 
48,091 
57,816 
28,85.5 
42,002 
38,168 
14,857 
11,046 
»>,728 
43,327 
26,075 
22,990 


Yield 

per  acre, 

1923. 


Average 

annual 

yield. 


\'7t\    I 


227,161         47,078  j     501,103 


Bushels. 
15.6 
1.5.4 
18.8 
16.0 
10.8 
6.3 

ia2 

10.0 
6.0 
9.4 

11.5 
.5.5 

16.3 

loTe 


Bushels. 
17.0 
17.0 
14.0 
14.0 
ILO 
8.0 
21.0 

2ao 

16.0 

16k  0 

ILO 

9.0 

8,0 


890 


23 
21 
23 
21 
22 
26 
20 
21 
21 


575,672 


19S 


15 
21 
26 
26 
19 
13 
15 
21 
39 
21 
S 


lU 


11,110 
11,008 
14, 540 
11,793 
10,860 
10,860 
8,640 
9,902 
10,«85 


99,598 


136,790   1,242,887 


9.1 


.3,232 
2,928 
.3,833 
3,649 

2.68S 
2,808 
1,663 
2,708 
3.150 


23,156 
64,649 
62,115 
41,475 
36,596 
44,645 
:J3,049 
.36,253 
21,649 


7.2  i 

22.1  1 

16.2  ! 
11.4  i 
13.6  ' 
1.5.9 
19.9 
1.3.4 

69 


26,659  ;  363,587  1    16.2      15.0 


9,141 
11.040 
34,466 
19,302 
15,525 

6,660 

5. 12S 
11,369 
24,376 
13,073 

4.913 


1.53. 193 


2,263 
1,734 
12,254 
8,210 
2,354 
1,089 

795 
2.051 
8,900 
4,317 

>37 


56,173  ! 

.56,755  i 

339,955  1 

226,780  I 

74,191  ' 

^0.662  : 

33,121  i 

59,5.30  ; 

2.52,274  I 

121.740 

1.5,663 


24.8 
32.7 
27.7 
27.6 
31.5 
37.3 
41.6 
29.0 
2S.3 
28.2 
1?^.7 


44,804  1.276.744 


•28.5 


21 

25 

21 

19 

21 

25 

24 

27 

12 

23 

21 

20 

19 

28 

19 

34 

47 

26 

13 

IS 

19 

20 

30 


20. -260 
16. 170 
26, 265 
13.024 
14,547 
13.049 
14.020 
14,845 
10, 440 
11.496 
12.476 
10.472 
8,6.52 
15,969 
20,900 
15,961 
28,610 
13,770 
10, 145 
14,428 
10,800 
11,218 
21,620 


.532       349,137 


9,626 
2,962 
2. 782 
4,372 
6.297 
4,615 
5,365 
6.325 
3. 985 
3,843 
6.220 
3,471 
1.772 
3,160 
9.915 
.^.378 
9,353 
2,122 
3,892 
5,808 
5, 141 
1,975 
10.289 


.-  I 


1.57,848 
38,  .58 
•39,083 
1-22, 3-28 
135,  .527 
102,721 

1.51,  •isg 

94,200 
67,494 
55,931 

14.5,732 
59,022 
•28.319 
78.051 

309.982 
60,327 

175,  .597 
45,607 

102,269 

109,607 

1(V1.664 
42,183 

194,999 


16.4 

1-3.0 

14.0 

2K.0 

21.5 

•22.3 

•28.2 

14.9 

16.9 

14.5 

23.4 

17.0 

16.0 

24.7 

:«.3 

11.2 

18.8 

21.5 

26.3 

18.9 

20.4 

21.4 

19.9 


118,668  2,421,418 


20.4  I 


954   603,928   190,131  J4, 061, 849 


21.4 


15.5 
18.0 
13.0 
8.5 
17.5 
17.0 
17.5 
19. 5 
13.0 


15.4 
19.8 
16.7 
19.2 
'22.3 
•.i3..^ 
28.0 
19.6 
19.  S 
19.1 
12.7 


17.7 


13.8 

12.3 

10.0 

11.^ 

1.5.1 

17.2 

14.4 

17.8 

13.6 

13.1 

10.0 

13.8 

r2.3 

14.4 

11. *« 

10.0 

13.6 

17.8 

11.8 

13.8 

13.6 

17.8 

13. 1 


16  8 


•  Including  the  following  counties:  In  North  Dakota-McKenzie.  Golden  Vahey,  Billings,  Slope,  Bow- 
man Dunn  Stark  Hettineer  Adams.  Grant,  and  Sioux.  In  Montana— Glacier,  Toole,  1  ibortj ,  UUl, 
Bl^ne  Phfliips  Vallev   Sdera^^  Chouteau,  Cascade,  Fergus,  Garfield,  McCone,  Richland.  Daw- 

S)n;  P^airii,  w"  W,  Vallo^^^  C^ter,  Powder  River,  Rosebud,  Treasure,  Big  Horn,  \  eilcwsione. 

Musselshell,  Carbon,  StiUwater,  Sweet  Grass,  and  Wheatland. 
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station  or  locality. 


Number 
of  cost 
records 

obtained. 


UNITED  STATES. 

Area  I.  Red  River  Valley: 

if  allock,  Minn 

Halstad,  Minn 

Larimore,  N.  Dak 

Casselton,  N.  Dak 

Area  II.  Black  Earth  region: 

Jamestown,  N.  Dak 

Rugby-Towner,  N.  Dak 

Aberdeen- Mansfield,  S.  Dak.. 

Redfleld,  S.  Dak 

Area  III.  Farming-grazing  region: 

Scobey-Plent  vwood,  Afont . . . 

Minot,  N.  Dak 

Carson,  N .  Dak 

Faulkton,  S.  Dak 

Area  IV.  Grazing-forage  region: 

Moccasin,  Mont 

Glasgow,  Mont 

Rosebud,  Mont 

Fort  Benton-Dutton,  Mont. . . 


CANADA. 

Area  V.  Alberta: 

VVestlock 

Vegreville 

Olds 

Lethbridge 

Area  VI,  Saskatchewan: 

Swift  cuiTcnt 

North  Battleford 

Malfort 

Rosytown , 

Alameda 

Area  VII.  Manitoba: 

Dauphin 

Melita 

Hamiota 


30 
30 
25 
28 

20 
34 
28 
17 

22 
30 
21 

26 

21 
21 
18 
35 


IS 
21 
21 
26 


Acres  in 
spring 
wheat.  > 


>  Acres  planted. 


5,910 
2,158 
3.805 
5,440 

2,213 
6,825 

2,884 
2,689 

5,  .521 

4,866 
3,636 
3,472 

2,450 
2,679 
1,852 
6,036 


795 
2,051 
1,734 
11,120 


12 

3,985 

24 

5,365 

25 

5.215 

19 

9,915 

25 

3,062 

26 

2,808 

21 

3,640 

21 

2,928 

Prepara- 
tion, 
seeding, 
and  har- 
vesting. 


S3. 76 
4.60 
3.73 

4.78 

.3.73 
3.79 
3.72 
4.12 

4.70 
4.07 
4.73 
3.19 

5.75 
4.98 
4.54 
4.01 


5.72 
5.68 
5.55 
3.96 

4.09 
4.97 
5.11 

3.a5 

2.78 

4.43 
3.81 
3.07 


Cost  per  acre. 


Thresh- 
ing and 
market- 
ing. 


$2.75 
2.68 
1.97 
1.86 

2.40 
1.42 
2.01 
2.51 

2.74 
2.04 
1.41 
2.16 

2.62 
3.46 
1.72 
3.18 


7.23 
5.05 
5.51 
5.85 

4.06 
5.25 
4.10 
6.73 
3.17 

3.41 
2.85 
4.08 


Summer 
fallow. 


$2.23 
.25 
.28 
.51 

.40 
.23 


1.20 
.20 
.03 


1.02 
2.49 
1.13 

3.36 


1.61 

.87 
1.02 
3.49 


66 
41 
07 
53 
02 


1.32 
1.73 
1.95 


Mate- 
rials and 
other 
direct 
costs. 


$2.43 
2.27 
1.90 
2.21 

Z79 
1.66 
2.13 
2.24 

1.83 
2.10 
1.70 
1.80 

1.62 

1.75 

.97 

1.40 


3.04 
2.60 
3.42 
2.26 

•J.  10 
2.20 
2.13 
2.35 
1.97 

2.42 
2.10 
2.79 


Table  II. — Summary  of  1923  costs  per  acre  {without  land  charge) — Continued. 


) 


state  or  locality. 


UNITED  STATES. 

Area  I.  Red  River  Valley: 

Hallock,  Minn 

Halstad,  Minn 

Larimore,  N .  Dak 

Casselton,  N .  Dak 

Area  II.  Black  earth  region: 

Jamestown,  N .  Dak 

Rugby-Towner,  N.  Dak 

Aberdeen-Mansfield,  S .  Dak . . 

Redfield,  S.  Dak 

Area  III.  Farming-grazing  region: 

Scobey-Plenty wood,  Mont 

Minot,  N.  Dak 

Carson,  N.  Dak 

Faulkton,  S.  Dak 

Area  IV.  Grazing-forage  region: 

Moccasin,  Mont 

Glasgow,  Mont 

Rosebud,  Mont 

Fort  Benton-Dutton,  Mont . . . 


CANADA. 

Area  V.  Alberta: 

Westlock 

Vegreville 

Olds 

Lethbridge 

Area  VI.  Saskatchewan: 

Swift  Current 

North  Battleford 

Malfort 

Rosetown 

Alameda 

Area  VII.  Manitoba: 

Dauphin 

Melita 

Hamiota 


Cost  per  acre. 


Indirect 
cash 
costs. 


$0.90 
.75 
.88 
.83 

.73 
.46 
.61 
.67 

.40 
.55 
.42 
.56 

.64 
.27 
.25 
.38 


.52 
.42 
.61 
.65 

.49 
.57 
.53 
.79 
.59 

1.04 

.47 

1.22 


Miscel- 


10.29 
.52 
.13 
.29 

.44 
.25 
.26 
.27 

.20 
.36 
.20 
.22 

.30 
.24 
.23 
.21 


.52 
.30 

.34 
.20 

.38 
.27 
.27 
.43 
.21 


.33 

.23 
.29 


Total 


laneous.  !     cost. 


Credits. 


$12.36 
11.07 
8.89  , 

10.48  ' 

10.49  j 
7.81  i 
8.73  ! 
9.81  I 

11.07  i 
9.32  i 
8.49  1 
7.93  ! 

11.95  ! 

13.19  1 

8.84  ' 

12.54 


18.64 
14-92 
16.45 
16.41 

13.18 
14.67 
13.21 
17.68 
10.74 

12.95 
11.19 
13.35 


Net  costs 

t-on- 
verted  to 
United 
States 
currency 
Net  cost .  i  at  aver- 
age rate 
of  ex- 
change. 


$0.29 
.69 
.12 
.11 

.10 
.32 
.37 
.30 

.44 
.17 
.21 
.06 

.30 
.70 
.43 
.36 


$12.07 

10.38 

8.77 

10.37 

10.39 
7.49 
8.36 
9.51 

10.63 
9.15 

8.28 
7.87 

11.65 

12.49 

8.41 

12.18 


) 


.85 
.77 
.92 
.35 

17.79 
14.15 
15.53 
16.06 

17.43 
13.87 
1.'».22 
15. 74 

.40 
.60 
.80 
.30 
.08 

12.78 
14.07 
12.41 
17.38 
10.66 

12.52 
13.79 
12.16 
17.03 
10.45 

.43 
.07 
.14 

12.52 
11.12 
13.21 

12.27 
10.90 
12.95 
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PURCHASE  AND   SALE   OF   FARM   PRODUCTS. 


Table  III. — Summary  of  S-year  average  costs,  1921-1923  {without  land  charge). 


Station  or  iocalitj\ 


l'NITKl>  STATK.S. 

Area  I.  Hod  River  Valley: 

Ilallock,  Minn ." 

iialstad.  Minn 

l-ariinore,  N.  Dak 

Casscllon,  N.  Dak 

Area  II.  Wsn'k  Karth  region: 

lamestown,  N.  Dak 

Ruflbv-Towner,  N.  Dak 

Ai>er(lc(Mi-Mansfiel<l,  S.  Dak.. 

Kedneld,  S.  Dak 

Area  III.  rarming-gra/infr  rejrion: 

St'olH>v-Plontywo<)d.  .Mont . . . 

Minot",  N.  Dak 

Carson,  N.  Dak 

Fauikton.  S.  Dak 

Area  IV.  (Ira/.ing-forage  re<;ion: 

Moccasin,  Mont 

( rlasgovv,  Mont 

Rost'bud,  Mont 

Kort  Benlon-Dutton.  Mont... 


1  Affps  planted. 


Number 

of  cost 

records 

obtained, 


CA.VADA. 

Area  V.  AliK^rta: 

West  lock 

Vegreville 

Olds 

Lethbridgo 

Area  S'l.  Saskatchewan: 

Swift  ('urrenl 

Norlli  Battleford 

Meifort 

RoiiPtown 

Alameda 

Area  VI i.  .Manitoba: 

Daiipliin 

Melila 

Hamiota 


2S 
2.S 
22 
2() 

12 

:n 

16 

22 
27 
16 
22 

20 
19 
16 
34 


14 
21 

IS 
25 

U 
20 
22 
19 
24 

23 
21 
20 


Cast  per  acre. 


Acres  in 
spring 
wheat.* 


Prepara- 
tion, 
seeding, 
and  har- 
vesting. 


.".,410 
2,028 
3, 23.1 
2,987 

1,608  I 
5,215  ' 
2,7.52  ' 
2,048  ; 

5,32!  i 
4, 579 

2,626  , 

3, 295  j 

2,325  ; 
2,450  I 
1,772 
5,996 


67S 
2,051 
1,5S2 

jn,;i60 

3, 910 
4,;J20 
4,7.->0 
9,915 
2,987 

2,365 
3,649 
2,828 


Thresh- 
ing and 
market- 
ing. 


I  Summer 
fallowing. 


$3.76 
4.62 
:i.97 
4.73 

3.81 
4.60 
3.68 
4.77 


$.5. 32 
2.95 
2.56 
2.24 

2.91 
2.70 
2.13 

ao6 


$2.28 
.16 
.29 
.94 

.51 
2.58 


Mate- 
rials and 
other 
direct 
costs. 


4.69 

3.01 

1.21 

4.  10 

2.75 

!     .21 

4.46 

1..t6 

.02 

3.14 

2.45 

5.67 

2.48 

I.  OS 

5.18 

4.20 

2.  .39 

4.  .39 

2.6.5 

1.07 

3.  78 

3.  .57 

3.  .39 

5.  .58 

5.  89 

1.78 

5.68 

4.19 

.87 

.5.60 

4.17 

.SO 

:^.96 

4.00 

3.61 

4.13 

4.2.5 

2.63 

.5.04 

4.44 

1.74 

4.64 

4..->8 

l.Ol 

3.85 

.5.04 

.153 

2.78 

3.28 

2.00 

4.  .12 

4.28 

1.27 

3.83 

:{.26 

1.73 

3.13 

4.15 

1.97 

$2.  70 
2.56 
2.29 
2.76 

3.08 
2.30 
2.21 
2.83 

1.92 
2.47 
2.08 
1.98 

1.68 
1.90 
1.02 
1.49 


3.90 

2.90 

3.71 

2.56 

2.:r> 

2.35 

2.32 

2.61 

2.18 

2.80 

2.36 

3.17 

\ 
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Table  III— Su7nmary  of  3-year  average  costs,  1921-1923  {without  land  charge)- 

Continued. 


Station  or  locality. 


UNITED  STATES. 

Area  I.  Red  River  Valley: 

Hallock,  Miim 

Halstad,  Mimi 

Lariraore,  N.  Dak 

Casselton.  N.  Dak 

Area  11.  Black  Earth  region: 

Jamestown,  N.  Dak 

Rugbv-Towner,  N.  Dak 

Aberdeen-Mansfleld,  S.  Dak... 

Redfield,  S.  Dak 

Area  III.  Farming-grazing  region: 

Scobey-Plenty wood,  Mont 

Minot,  N.  Dak 

Carson,  N.  Dak 

Fauikton,  S.  Dak 

Area  IV.  (trazing-forage  region: 

Moccasin,  Mont 

(Ilasgow,  Mont 

Rosebud,  Mont 

Fort  Benton-Dutton,  Mont.... 


Cost  per  acre. 


Indirect 
cash 
costs. 


CANADA. 

AreaV.  Alberta: 

AVestlock 

Vegreville 

Lethbridge 

Area  VI.  Saskatchewan: 

Swift  Current 

North  Battleford 

Meifort 

Rosetown 

Alameda 

Area  VII.  Manitoba: 

Dauphin 

Melita 

Hamiota 


$0.91 
.74 

.89 

.85 

.71 
..-)6 
.61 
.81 

.40 
.56 
.40 
.56 

.65 
.25 
.25 
.38 


..57 
.42 
.60 
.68 

.48 
.61 
..53 
.79 

..58 

L04 

.47 

1.22 


Miscel- 
laneous 
costs. 


Total 
cost. 


Net  cost 

con- 
verted to 
United 
States 
currency 
at  average 
192l-192:i 
rate  of 
exchange. 


$0 


27 
..53 
.14 

.28 

.29 
.31 
.24 
.35 

.21 
.32 

.19 
.22 

.32 
.24 
.22 
.21 


61 

IS.  33 

:iO 

14.36 

31  ; 

1.5. 19 

20  i 

1 

1.5.01 

37 

14.21 

U   ; 

14.  .52 

28  • 

i:i.36 

43 

16. 25 

21  i 

ii.o:i 

,:i5 


13.22 
11.28 
13.19 
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PURCHASK   AND   SAI.K   OF  FARM  PRODUCTS. 
Table  IV. — Land  charges  per  acre. 


) 


station  or  locality 


UNITED  STATES. 

\rpa  I.  Rert  Rivor  Valley: 

llallock,  Minn 

Halstad,  Minn 

Larimore,  N .  Dak 

('assolton ,  N .  Dak 

Aivall.  Black  Earth: 

.lampstown.  N.  Dak 

RuKby-Towner,  N.  Dak 

ViKTdeen-Mansfleld,  S.  Dak. 

kedflold,  S.  Dak 

Aroa  III.  Farming-grazing: 

Scoby-Plentvwood,  Mont... 

Minot.  N.  Dak 

Carson,  N.  Dak 

Faulkton,8.  Dak 

Ar«'aIV.  Grazing-forage: 

Moccasin,  Mont 

Gla-sgow,  Mont 

Rosebud.  Mont - .  -  ■  - 

Kort  Bcnton-Dutton,  Mont 

CANADA. 

An«aV.  Alberta: 

Wcstlock 

Vegreville 

Olds. 

Ige. 

,skat 

Swift  Current 

North  Battleford . 

Melfort 

Rosetown 

Alameda 

AroaVII.  Manitoba: 

Dauphin 

Melita 

Haraiota 


Lethbridi 
Area  VI.  Saskatchewan: 


Land 

charge 

on  cash 

rental 

basis.' 


30 
:«) 
26 
29 

20 
U 
28 
17 

23 
30 
21 
26 

21 
21 

IS 
3!> 


l,i 
21 
21 
26 

12 
24 
25 
19 
•25 

26 
21 
21 


Stated 

laud 

value 

per 

acre.'- 


$2.22 
3.94 
2.26 
2.76 


1.60 

i.:>3 

2.3S 
2.87 


1 


83 
71 
67 
55 


2.13 

1.29 

.87 

1.00 


3. 15 
3.17 
2.51 
2.73 

1.88 

:j.66 
2.99 
2.99 
1.19 

2.46 
1.97 
2.06 


praised 

loan 

value 

lier 

tw-re.' 


$49.67 
69.87 
.50.39 
68.90 

43.72 
30.02 
52.67 
76.62 

24.18 
30.77 
21.13 
43.90 

43.41 
16.84 
19.51 
18.99 


36.75 
:17.35 
42.37 
33.55 

25.81 
3L46 
35.57 
32.27 
19.62 

33.96 
23.85 
31.30 


Rate  of 
interest.* 


$42.00 
52. 00 
-)4.00 
69.00 

36.00 
27.00 
.-)5.00 
60.00 

17.00 
3L00 
19.00 
45.00 

17.00 
14.00 
1.5.00 
19.00 


Interest 

Interest 

on  ap- 

on stated 

praised 

value 

loan 

(per 

value 

acre). 

(per 

acre). 

Ptr  cent. 

7 
6 
7 
7 

8 
8 
6 
6 


s 
s 

H 

4 

8 
10 

8 
9 


8 
8 
8 

8 

8 
8 
8 
8 
8 

8 
8 
8 


1  Average  of  cash  rentals  paid,  or  estimated,  less  taxes. 
*  Current  rate  of  first  mortgage  loans. 


) 


$3.48 
4.89 
3.53 
4.82 

3.50 
2.40 
3.16 
4.60 

1.93 
2.46 
1.69 
3.07 

3.47 
1.68 
1.56 
1.71 


2.94 
2.99 
3. 39 
2.68 

2.06 
2.52 
2.85 
2.58 
1.55 


2.72 
1.91 
2.40 


$2.94 
3.12 
3.78 
4.83 

2.88 
2.16 
3.30 
3.60 

1.36 
2.48 
1.52 
3.15 

1.35 
1.40 
1.20 
1.71 
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PURCHASE   AND   SALE   OF   FARM   PRODUCTS. 

Table  V. — 1923  costs  per  acre,  includinq  land  charges. 
[Canadian  costs  converted  to  American  currency  at  average  1923  rate  of  exchange.} 
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station  or  locality 


UNITED  STATES. 

Area  I.  Red  River  Valley: 

Hallock,  Minn 

Halstcad,  Minn 

Larimore,  N .  Dak '.. 

Casselton,  N.  Dak 

Area  II.  Black  Earth: 

Jamestown,  N .  Dak 

Rugby-Towner 

Aberdeen-Mansfield,  S.  Dak 

Redfield 

Area  III.  Farming-grazing: 

Scobey-Plentvwood,  Mont . . 

Minot,  N.  Dak 

Carson,  N.  Dak 

Faulkton,  S.  Dak 

Area  IV.  Grazing  forage: 

Moccasin,  Mont 

Glasgow,  Mont 

Rosel)ud,  Mont 

Fort  Benton-Dutton,  Mont . 

CANADA. 

Area  V.  Alberta: 

Westlock 

Vegreville 

Olds 

Lethbridge 

Area. VI.  SasKatchewan: 

Swift  Current 

North  Battleford 

Melfort 

Rosetown 

Alameda 

Area  VII.  Manitoba: 

Dauphin 

MeUta 

Hamiota 


Number 

of 
records. 


30 
30 
26 
29 

20 
34 
28 
17 

23 
30 
21 
26 

21 
21 
18 
35 


15 
21 
21 
26 

12 
24 
25 
19 
25 

26 
21 
21 


Yield 

ger  acre 
ushcls) 


7.7 
9.9 
7.4 
7.3 

n.9 
.1.3 

8.8 
9.7 

10.0 
6.8 
6.1 

10.4 

18.5 

10.5 

5.8 

15.2 


40.8 
28.5 
32.3 
30.2 

16.^ 
26.7 
18.9 
30.5 
11.9 

15.1 
10.6 
2L3 


Cost  per    Cost  per 
Cost  per  j     acre,  acre, 

acre,     \     land  with 

without  '    charge    i  interest 

land     '  on  cash  j       on 


charge. 


$12.07 
10.38 

8.77 
10.37 

10.39 
7.49 
8.36 
9.51 

10.63 
9.15 

8.28 
7.87 

11.65 

12.49 

8.41 

12.18 


17.43 
13.87 
15.22 
15.74 

12.52 
13.79 
12.16 
17.03 
10.45 

12.27 
10.90 
12.95 


rental 
basis  .1 


$15. 12 
15.19 
n.61 
\i.2\ 

12.22 

9.24 

10.86 

12.39 

11.59 

11.37 

8.96 

9.43 

14.25 

14.39 

9.45 

13.88 


21.94 
17.61 
18.17 
20.13 

14.92 
18.34 
15.32 
21.  .51 
12.18 

15.17 
13.66 
16.07 


stAted 
values  .1 


Cost  per 

acre, 

with 

intero>t 

on 

appraised 

loan 

value.' 


$16.83  i 
15.59  : 
12.56  i 
15.39  1 

14.  .36 
10.05 
11.-2 
14.11 

12.88 

11.77 

9.99 

10.  W 

15.82 
14.92 
10.31 
15. 10 


$16. 10 
13. 70 
12.  S;l 
15. 40 

1.^65 

9.79 

11.66 

i:j.ll 

12.21 
ll.>s0 

9.  K2 
11.02 

1.3.27 

14.  .51 

9.87 

15. 10 


21.46  ,. 
17.  .59  ,. 

19.25     ;. 

20.43  ;. 

15.47  !. 

17.03  . 
15.52  !. 

20.91 ;. 

13.04  '. 

1,5.46  j. 
13.88  L 
17.12  ,. 


i|Including  land  charge  on  summer  fallow  land. 
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PURCmASK   AND   SALE   OF   FARM   PRODl^CTS. 


Table  VI. — Three-year  (1921-1923)  average  costs  per  acre,  including  land  charge. 
[Canadian  coits  converted  to  American  currency  at  average  1921-192.H  rates  of  exchange.] 


r 


station  or  locality. 


VNITKI)  STATES. 

Area  I.  Ked  Kiver  Valley: 

J lallock,  Minn 

llalstad,  Minii 

Larimore,  N .  Dak 

Casselton,  N.  Dak 

Area  11.  Black  Earth: 

Jamest  own,  N .  Dak 

Hugbv-Towner,  N.  Dak 

Aheidcen-MansPeid,  S.  Dak. 

Kcdfield,  S.  Dak 

Area  III.  Farming-grazing: 

ScoT)ey-Plei)tvwood,  Mont. . 

Minol,  N.  Da*k 

Carson,  N.  Dak 

Faulklon,  S.  Dak 

Area  I \'.  (Jrazing-f arming: 

Moccasin,  Mont 

r«lasgow,  Mont 

liosebud,  Mont 

Fort  Benton-lHitton,  Mont.. 


Numlx^r 

of 
records. 


CANADA. 

AreuV.  Alberta: 

Wostlock 

Vegrenlle 

Olds 

Lcth?)ridge 

Area  VI.  Saskatchewan: 

Swift  Current 

North  Battleford 

Melfort 

Rosetown 

Alameda 

Area  VII.  Manitoba: 

Dauphin 

Melita 

Hamiota 


28 
2« 
22 
20 

12 
31 
30 
16 

22 
27 
16 
22 

20 
19 
16 
34 


14 
21 
18 
25 

11 
20 
'22 
19 
24 

23 
21 
20 


Normal 

yield 

per  acre 

(bushels) 


15.4 

11.3 

12.5 

S.9 

12.3 

10.0 

9.3 

12.0 

11.4 
9.5 
Ki 

11.1 

16.2 
12.7 

8.4 
11.8 


i  Cost  per 
Cost  per  I  acre  with 
acre      '     land 


without 

land. 

charge. 


S15.00 
10.87 
10.02 
11.69 

11.21 

12.73 

8.50 

11.52 

11.00 

10.24 

8.50 

8.29 

11.58 

13.46 

9.17 

12.46 


charge 

on  cash 

rental 

basis. 


$18.05 
1.5.68 
12.86 
14.  .56 

13.04 
14.48 
11.00 
14.40 

11.96 

12.44 

9.18 

9.85 

14.18 
15.36 
10.21 
14.16 


33.2 

16.71 

21.22 

23.5 

12.99 

16.73 

24.6 

13.64 

16.59  1 

20.2 

14.01 

18.40 

17.2 

13.20 

15.60 

15.9 

13.31 

17.86 

21.4 

12.01 

15. 17 

22.5 

15.25 

19.74 

12.0 

10. 73 

12.46 

23.6 

13.22 

16.12 

13.7 

11.28 

13.98 

22.9 

13.19 

16.31  1 

Cost  per 
acre  with 

interest 
on  stated 

values. 


$18.83 
16.25 
13.90 
16.99 

15.06 
15.37 
12.17 
16.86 

13.22 
12.95 
10.36 
11.85 

15. 57 
15.39 
10.96 
14.43 


19.91 
16.25 
17.33 
16.93 

15.47 
16.08 
15. 15 
18.09 
12.43 

16.18 
13.36 
15.81 


Cost  per 

acre  with 

interest 

on  ap- 

l)raised 

loan 

value. 


$18.23 
14.30 
14.18 
17.00 

14.38 
15.11 
12.33 
15.70 

12.56 
12.97 
10.17 
11.94 

13.13 
15.07 
10.55 
14.43 


V 
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PURCHASE   AXD   SALE   OF   FARM   PRODUCTS. 

Table  VII. — 1923  costs  per  bushel,  with  and  without  land  charge. 
(Canadian  costs  con  vert  e<l  to  United  States  cturency  at  average  1923  rates  of  exchgnge.j 
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Station  or  localltv. 


UNITED  STATES. 

Area  1.  Red  River  Valley: 

Hallock,  Minn 

Halstad,  Mirm 

Larimore,  N.  Dak 

Casselton,  N.  Dak 

Area  II.  Black  Earth: 

Jamestown,  N.  Dak 

Rugby-Towner,  N.  Dak 

Alierdeen-Mansfield,  S.  Dak. 

Redfield,  S.  Dak 

Area  III.  Farming-grazing: 

Scol)ey-Plentywood,  Mont 

Minot,  N.Dak 

Carson,  N.  Dak 

Faulkton,  S.  Dak 

Area  IV.  Grazing  farming: 

Moccasin,  Mont 

< "lasgow,  Mont 

Rosebud,  Mont 

Fort  Benton-Dutton,  Mont . 

CANADA. 

Area  V.  Allierta: 

Westlock 

Vegreville 

Olds 

Leth  bridge 

Area  VI.  Saskatchewan: 

Swift  Current 

North  Battleford 

Melfort 

Rosetown 

Alemeda 

Area  VII.  Manitoba: 

Dauphin 

Melita 

Hamiota 


Number 

of 
records. 


Bushels 

l)er  acre, 

1923. 


Cost  per 

bushel 

without 

land 
charge. 


Cost  per 

bushel 

with 

land 

charge 

on  cash 

rental 

basis. 


Cost  per 
bushel 
with 
land 
charge 
at  inter- 
est on 
stated 
value. 


Cost  per 
bushel 

with 

land 
charge 

at  in- 
terest 
on  ap- 
praised 
value. 


f 


r  ' 
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Table  VIII. — Three-year  {1921-1923)  average  costs  per  bushel,  with  and  ivithouf. 

land  charges. 

[Canadian  costs  converted  to  United  States  currency  at  average  1921-1923  rate  of  exchange.] 


Station  or  locality. 


UNITED  STATES, 

Area  T.  Red  River  Valley: 

Hallock,  Minn 

Halstad,  Minn 

T.arimore,  N .  Dak 

Casselton,  N .  Dak 

Area  II.  Black  earth: 

Jamestown,  N.  Dak 

Rugbv-Townor,  N.  Dak 

Aberdeen-Mansfield,  S.  Dak. 

Redfleld,  S.  Dak 

Area  Til.  Farming— grazing: 

Scobey-Plcnty wood,  Mont . . 

Minot,  N.Dak 

Carson,  N.  Dak 

Fanlkton,  S.  Dak 

Area  IV.  Grazing-farming: 

Moccasin,  Mont 

Glasgow,  Mont 

Rosebud,  Mont 

Fort  Benlon-Dutton,  Mont. 


Number 

of 
records. 


CANADA. 

Area  V.  Alberta: 

Westlock 

Veereville 

Olds 

Lethbridge 

Area  VI.  Saskatchewan: 

Swift  Current 

North  Battleford 

Melfort 

Rosetown 

Alemeda 

Area  VII.  Manitoba: 

Dauphin 

Melita 

Hamiota 


28 
28 
22 
20 

12 

31 
30 
16 

22 
27 
10 
22 

20 
19 
16 
34 


14 
21 

18 
25 

11 
20 
22 
19 
24 

23 
21 
20 


x-^..^oi    Cost  per 

S        busriel 

rlrli.    without 
per  acre  i     ,  ^ 

(Sushels).i  J^£%^ 


15.4 

11.3 

12.5 

8.9 

12.3 

10.0 

9.3 

12.0 

11.4 
9.5 
8.3 

11.1 

16.2 

12.7 

8.4 

11.8 


33.2 
23.5 
24.6 
20.2 

17.2 
15.9 
21.4 
22.5 
12.0 

23.6 
13. 7 
22.9 


$0.97 

.96 

.80 

1.31 

.91 

1.27 

.91 

.96 


.96 
1.08 
102 

.75 


Cost  per 
bushel 

with  land 
charge 

on  cash 
rental 
basis. 


Cost  per 
bushel 

with  land 

charge  at 
interest 

on  stated 
value. 


.71 
1.06 
1.10 
1.06 


.51 
.55 
.55 
.70 

.77 
.84 
.56 
.68 
•  80 

.56 
.82 
.57 


I 


$1.17 
1.39 
1.03 
1.64 

1.06 
1.45 
1.18 
1.20 

1.05 

1.31 

1.11 

.89 

.88 
1.21 
1.22 
120 


.64 
.71 
.67 

.86 

91 

1.12 

.71 

.88 
1.04 

.68 

1.02 

.71 


$1.22 
1.44 
1.11 
1.91 

1.22 
154 
1.31 
1.40 

1.16 
1.36 
1.25 
1.07 

.96 
121 
1.30 
1.22 


.60 
.69 
.70 

.84 

.90 

1.01 

.71 

.80 

1.04 

.68 
.98 


Cost  per 
bushel 

with  land 
charge 
and  in< 

teres t  on 

appraised 
value. 


$1.18 
1.27 
1.13 
191 

1.17 
1.51 
1.33 
131 

1.10 
1.37 
123 
1.08 

.81 
1.19 
1.26 
122 


.1 


'( 


.»    fv 


} 


i 


t » 


^\ 


Table  IX. — Summary  of  preliminary  data  on  costs  of  producing  wheat  in  the 

United  States  and  Canada. 


Name  of  station  or  locality. 


UNITED  STATES. 

Rid  River  Valley: 

Hallock,  Minn 

Halftad,  Minn 

Casselton,  N.  Dak 

Larimore,  N.  Dak 

Black-earth  area: 

Rugby-Towner,  N.  Dak 

Jamestown,  N.  Dak 

Aberdeen-Mansfield,  S.  Dak . 

Redfleld,  S.  Dak 

Farming-grazing  area: 

Scobey-Plentywood,  Mont... 

Carson,  N.  Dak 

Minot,  N.  Dak 

Faulkton.  S.  Dak 

Grazing-forage  area: 

Fort  Benton,  Mont 

Moccasin,  Mont 

Glasgow,  Mont 

Rosebud,  Mont 


Num- 
ber of 
cost 
records 

ob- 
tained. 


CANADA. 

Alberta: 

Westlock 

Vegreville 

Olds 

Lethbridjre 

Saskatchewan: 

Swift  Current 

North  Battleford. . 

Melfort 

Rosetown 

Alameda 

Manitoba: 

Dauphin 

Melita 

Hamiota 


30 
30 
29 
26 

34 
20 
30 
17 

23 
32 
30 
26 

34 
21 
21 
18 


15 
21 
21 
26 

12 
24 
25 
19 
25 

26 
21 
21 


Bushels  per 
acre.i 


1923 

7.  7 

9.9 

7.3 

7.4 

5.3 

n.9 

8.8 

9.7 

10.0 

6.1 

6.8 

10.4 

15.2 

18.5 

10.5 

5.8 

40.8 

28.5 

32.3 

30.2 

16.6 

26.7 

18.9 

30.5 

11.9 

15.1 

10.6 

21.3 

Aver- 
age, 
1921- 
1923 


15.4 

11.3 

S.9 

12.5 

10.0 

12.3 

9.3 

12.0 

11.4 
S.3 
9.5 

n.i 

11.8 
16.2 
12.7 

8.4 


33.2 
23.5 
24.6 
20.2 

17.2 
15.9 
21.4 
22.5 
12.0 

23.6 
13.7 
22.5 


Cost  per  bushel. 


Without  land 
charge. 


1923 


Aver- 
age, 
1921- 
1923 


$1. 57 
1.03 
1.42 
1.18 

L41 

.87 
.95 
.98 

LOO 

1.36 

1.34 

.76 

.80 

.63 

1.19 

1.45 


t 


.43 
.49 
.47 
.52 

.75 
.52 
.64 
.56 

.88 

.81 

1.03 

.61 


$0.97 

.96 

1.31 

.80 

L27 
.91 
.91 
.96 

.96 
1.02 
1.08 

.75 

1.06 

.71 

1.06 

1.10 


,51 
,55 
,55 
,70 

,  77 
.84 
,56 
.68 
.89 


With  land 

charge  on 

cash  rental 

basis.* 


1923 


Aver- 
age, 
1921- 
1923 


With  land 

charge  at 

interest  on 

stated  values.* 


1923 


$1.96 
1.53 
1.81 
L57 

L74 
1.03 
L23  ! 
L28 

1.16 

1.47 

1.67 

.91 

.91 

.77 

1.37 

1.63 


.54 
.6? 
.56 
.67 

.90 
.69 
.81 
.70 
1.02 


.56  I  LOO 
.82  i  1.29 
.57       .75 


$1.17 
L39 
1.64 
1.03 

1.45 
1.06 
1.18 
1.20 

L05 

1.11 

1.31 

.89 

1.20 

.88 

1.21 

1.22 


.64 
.71 

.67 

.86 

.91 

1.12 

.71 

.88 
1.04 

.68 

1.02 

.71 


$2.19 

l.Ot 

2.11 
L70 

1.90 
1.21 
1.31 
L45 

1.29 
1.64 
L73 
LOS 

.99 

.85 

L42 

1.78 


.53 
.62 
.60 
.68 

.93 
.64 

.82 

.68 

1.19 

10.2 

1.31 

.80 


Aver- 
age, 
1921- 
1923 


$L22 
1.44 
1.91 
1.11 

1.54 
1.22 
L31 
1.40 

1.16 
L25 
L3& 
L07 

1.22 

.96 

1.21 

1.30 


.60 

.e» 

.70 

.84 

.90 

l.Ol 

.71 

.80 

1.04 

.6» 
.98 


*  I.  e.,  after  deduction  for  dockage. 

2  Cash  rentals  are  amounts  landlords  receive  or  owners  would  be  willing  to  pay,  less  taxes. 

3  Interest  at  current  rates  on  first  mortgage  loans  calculs^ted  on  values  of  land  given  by  farmers. 

STATEMENT   OF   BASIC    POINTS   OR   PROBLEMS   ARISING   FROM    OR  INVOLVED    IN    CON- 
SIDERATION   OF    COST    DATA    PRESENTED    ABOVE. 

In  approaching  the  problem  of  ascertaining  the  diflferences  in  cost  of  produc- 
tion as  between  the  United  States  and  Canada  it  is  necessary  to  consider  the 
following  points  which,  among  others,  appear  to  be  of  fundamental  importance, 
and  to  which  interested  parties  are  requested  especially  to  address  themselves  at 
the  hearing: 

1.  The  choice  of  the  year  or  years  to  be  used  as  a  basis  for  cost  comparison; 
i.  e.,  should  the  costs  of  the  crop  year  1923  be  used  or  the  three-year  average 
costs  1921-1923. 

2.  The  form  of  average,  if  any,  or  type  of  cost  to  be  used.  (Arithmetical 
average,  bulk-line  costs,  representative  costs,  etc.) 

3.  Treatment  of  transportation  and  marketing  costs. 

4.  Should  an  item  for  use  of  land  be  included  in  costs? 
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5.  If  an  item  for  the  use  of  land  is  included  in  costs  which  of  the  following 
methods  of  computation  should  be  used: 

(o)  On  cash  rental  basis;  i.  e.,  at  the  rental  the  tenant  pays  or  the  rental  the 
farmer-owner  would  be  willing  to  take. 

(6)  Computation  of  an  interest  charge  on  values  given  by  farmers  using  cur- 
rent rates  on  first-mortgage  loans. 

The  Chairman.  I  will  ask  the  reporter  to  insert  in  the  record  this 
statement  which  I  have  prepared. 

(The  statement  referred  to  is  here  printed  in  full,  as  follows:) 

STATEMENT  OP  SENATOR  NORRIS,  EXPLAINING  8.  1642,  A  BILL    TO    PROVIDE  FOR  THE 

PURCHASE  AND  SALE  OF  FARM  PRODUCTS. 

This  bill  is  intended  to  set  up  a  gigantic  middleman  between  the  producer  and 
consumer  of  farm  products.  It  provides  for  the  establishment  of  a  governmental 
corporation,  the  capital  stock  of  which  is  furnished  entirely  by  the  Government. 
Its  object  is  declared  to  be  the  elimination,  as  far  as  possible,  of  commissions 
and  charges  that  are  exacted  on  agricultural  products  from  the  time  they  leave 
the  producer  until  they  reach  the  consumer,  and  to  thereby  increase  the  price 
which  the  producer  receives  and  reduce  the  price  which  the  consumer  pays. 

The  corporation  is  empowered  to  build  or  to  buy,  lease,  and  operate  elevators 
and  storage  warehouses;  to  buy  agricultural  products  from  any  producer  or  any 
organization  of  producers  within  the  United  States,  and  to  sell  such  products  to 
any  person  or  cooperative  association  of  consumers  within  the  United  States, 
and  to  such  organizations  of  consumers  or  to  Governments  or  municipalities  or 
subdivisions  of  Governments  without  the  United  States.  These  sales  can  be 
made  on  time,  taking  security  guaranteed  by  such  foreign  organizations  or  such 
Governments,  drawing  such  interest  as  the  corporation  shall  fix.  The  corporation 
can  also  act  as  agent  of  any  cooperative  organization  of  producers  in  the  United 
States  in  the  sale  of  such  products,  either  within  or  without  the  United  States, 
and  to  make  advances  for  the  purpose  of  assisting  any  such  organization  in 
financing  the  sale  or  exportation  and  sale  of  agricultural  products. 

The  corporation  is  empowered  to  issue  and  have  outstanding  bonds  not  ex- 
ceeding at  any  one  time  more  than  five  times  its  paid-in  capital.  It  is  likewise 
given  authority  to  operate  any  of  the  vessels  now  owned  by  the  United  States 
which  are  not  in  use,  for  the  purpose  of  carrying  farm  products  to  various  ports. 
No  charge  shall  be  made  for  the  use  of  such  vessels,  but  the  corporation  is  required 
to  keep  the  same  in  repair  and  to  turn  the  same  over  to  the  United  States  upon 
the  demand  of  the  President  in  case  of  war  or  danger  of  war.  It  is  seen,  there- 
fore, that  to  a  great  extent  this  bill  would  preserve  the  American  merchant 
marine.  Instead  of  selling  our  ships  for  a  small  portion  of  their  value  and  buying 
them  back  again  in  case  of  war,  it  would  retain  them  and  permit  this  corporation 
to  operate  them,  thus  having  them  in  readiness  for  any  emergency  where  the 
Government  would  require  their  use. 

This  bill  is  intended  to  bring  together,  as  closely  as  possible,  the  producer  and 
the  consumer.  It  will  be  a  huge  middleman,  actuated  by  the  purpose  of  perform- 
ing service  and  not  for  making  money.  It  can  ship  the  surplus  products  abroad, 
or  it  can  store  such  products  in  its  own  elevators  for  the  purpose  of  resale  when 
instead  of  a  surplus  we  have  a  shortage  of  crops.  It  is  believed  that  it  would  not 
only  increase  the  price  the  farmer  gets  but  would  also  reduce  what  the  consumer 
pays,  and,  further,  that  it  would  make  sufficient  profit  upon  these  operations  to 
pay  all  expenses  and  to  set  aside  every  year  a  small  surplus  that  in  time  would 
repay  the  Government  for  the  advances  made  in  subscribing  for  its  capital  stock. 

The  Chairman.  If  that  is  all,  we  will  now  consider  the  hearings 
closed. 

(Whereupon,  at  11.40  o'clock  a.  m.,  the  hearings  were  closed,  and 
the  committee  adjourned  until  10.30  o'clock  a.  m.,  Saturday,  Feb- 
ruary 16,  1924.) 
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